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NEW YEAR а 


HE year which has just come to an end is perhaps best 

- characterized as a year of ‘shaking down’. It marks a 

definite turning away from a more or less benign toleration 

of inflationary conditions to a policy of active opposition to 
incipient inflation. 

This change was most marked in the fiscal policies adopted 
during the year. The call on productive resources was reduced 
by discouraging demand. The higher rates of interest which 
followed the increase in Bank Rate to 4 per cent damped down 
the level of capital expenditure, particularly that which took the 
form of holding stocks. The willingness: of banks to provide 
accommodation was checked by the decline in their liquidity 
which followed the funding operations of November 1951 and 
October 1952. In order to prevent resources being switched to 
the production of consumer goods, higher purchase tax and less 
favourable hire-purchase conditions were imposed. The great 
need of the year was to prevent purchasing power finding its 
outlet in increased imports, and to direct more resources into 
defence and exports. Unfortunately, the seller’s market for exports 
weakened somewhat, import restrictions on consumer goods being 
put into force by a number of countries, particularly Australia. 

Nevertheless, when the final estimates for 1952 are issued it is 
likely that they will show a modest surplus on Britain’s balance 
of payments. Gold and dollar reserves have risen steadily during 
the last few months, and since August Britain’s deficit with 
European Payments Union has been turned into a substantial 
credit. Import cuts made by Britain have been the most potent 
factor in this quick recovery in our oversea position. Neverthe- 
less, the greater flexibility in the country’s economy has also 
played its part. 

Some unemployment appeared during the spring and summer 
mainly in the textile trades but this was rapidly falling back to 
normal levels during the later months of the year. A fortnight 
ago it was announced that partly in the interests of economic 
solvency, the defence production programme was to be stabilized 
at a lower level than originally intended. By the end of the year 
the shaking-down process was coming to an end and 1953 opens 
with a not unpromising future. 

Shortages of materials, and in particular steel, no longer 
handicap production; nor is the economy loaded to the bursting 
point. The stage is therefore set for a resumption of the upward 
movement in both production and exports which has been such 
a prominent feature of post-war economic history until it was 
interrupted in the early summer of 1952. Within the last few 
days, economists of the Organization for European Economic 
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Co-operation (O.E.E.C.) have discussed and 
reported upon Britain’s targets for 1953-54, 
mid-year to mid-year. These O.E.E.C. targets 
lave been supplemented by the CHANCELLOR’s 
talk with employers’ and employees’ organiza- 
tions on December 17th. They provide a useful 
pointer to the Government’s hopes for 1953. 

The United Kingdom aims at raising industrial 
production in 1953-54 to a level equal to 109 per 
cent of that achieved in 1951, and, therefore, at 
least то per cent higher than the average of 1952. 
"То reach this target, production in 1953 will have 
to increase by not less than 6 or 7 per cent com- 
pared. with the year just ended. Most of this 
increase is expected to occur in the engineering 
and capital goods industries which have still. a 
good market at home and abroad, although the 
order books in these industries are said to have 
shortened during recent months. The O.E.E.C. 
review states that Britain's balance of payments 
target for 1953-54 is a surplus of £300~-£350 
million. Some defence assistance is expected 
from U.S.A. Nevertheless, exports to the non- 
sterling area will have to incréase by 10 per 
cent and there will need to be a substantial rise 
in those to the Commonwealth and. Colonial 
territories if this aim is to be achieved. In 
fact, at the meeting от December 17th already 
mentioned, the CHANCELLOR asked for anin- 
crease of 20 per cent in total exports compared 
with 1951. Ап increase of this magnitude will, 
however, take some time to achieve. As regards 
home investment, the O.E.E.C. experts point 
out that the United Kingdom's recent scale of 
fixed investment representing only one-eighth of 
the gross national product has been inadequate. 

It is one thing to set targets but quite. another 


to achieve them. Clearly, increases in production 
and exports of the order aimed at will require 
great efforts on the part of workers and manage- 


ments and great restraint by the consumer. For 
if capital investment and exports are both to be 
increased, some fall in personal consumption is 


inevitable unless production exceeds target. The : 


Government has also its part to play by providing 
the economic climate which will make such 
increases possible. 

The pull of the home nat аи not be 
allowed to interfere with а renewed and -even 
more vigorous export drive. Incentives to harder 
work and more capital investment can.be given 
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by taxation reliefs; if and when these will be 
forthcoming cannot be known until the Budget 
proposals are revealed. Above all, encourage- 
ment must be given to match the increased capital 
investment by greater savings, otherwise infla- 
tionary pressure will return once more. 

Great as the difficulties are, the prospects of 
achieving some increase in output and exports | 
are good. The full benefits of the first post-war 
steel plan are now being felt and this industry 
will no doubt contribute substantially to produc- 
tion and exports in 1953. The industry has set 
itself a target of 174 million tons – i.e. nearly 
Io per cent above 1952. The achievement of this 
wil mean a large dollar saving and adequate 
supplies of materials for the metal-using indus- 
tries. These latter industries, on which the 
success of the new export drive mainly depends, 
will not therefore be handicapped by shortages 
as they were in 1952. Building, too, should 
achieve new post-war records in 1953. The steady 
recruitment of labour into the mines which took 
place in 1952 should be reflected in higher coal - 
output, and therefore exports, in 1953. Output ` 
in the textile trades ought to be rather higher 
than in the year just ended. 

But the most important factor in deciding the 
level of production and of exports is that of over- 
sea demand, which, in its turn, depends upon 
prices charged and delivery times. There seems 
good reason to think that some of the import 
restrictions placed by Commonwealth countries 
will be relaxed. Wages and costs are likely to be 
more stable during the.next twelve months than 
in 1952 and the fall in the volume of orders on 
hand should enable shorter delivery times to be 
quoted. Export prospects are therefore by no 
means unfavourable; much more favourable, in 
fact, than six months ago. Moreover, oversea 
demands: аге being supplemented by off-shore 
purchases of defence equipment. А large order for 
tanks has already been placed, and the aircraft in- 
dustry has substantial foreign orders for civil types. 

The conclusion that one is tempted to. draw 
froni this survey is that definite progress will be 
madé towards the targets put forward to О.Е.Е:С., 
but this does not portend greater ease or comfort 
for the general public. The steadiness which the 
cost of living has shown in-recent- months can 


be expected to continue, but restraint in spending 


will still be necessary. 
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CHARITABLE TRUST S REPORT 


: and Practice relating to Charitable Trusts? 

to which we referred briefly. last week, 
contains in its 250 pages a great deal of informa- 
tion not readily obtainable in other ways and 
promises to be an important landmark in the 


TZ report ‘of ihe ан on the Taw 


history of charities. Although taxation was ex- 


cluded from the Committee’s terms of reference 
much of the report will -be of interest to those 
concerned with tax relief; Indeed, one of. the 
fundamental difficulties from a taxation point, of 
view is to define exactly what are, and what are 
hot, charitable purposes. The report. gives an 
interesting account of the growth of case law on 
this subject since the famous Statute of Elizabeth 
with its quaintly sounding enumeration of charit- 
able ригрозез. The Committee recommends that 
this be repealed and. replaced by a statutory 
definition based on. Lorn. MACNAGHTEN's much 


quoted classification in Special Commissioners v. 


Pemsel ([1891] A.C. 531;.3 Т.С. 53), the existing 
case law being preserved as it stands. 

The report points out that provisions for the 
compulsory registration of charitable trusts have 
become a dead letter. No one, it says, knows how 
many there are, nor what their income is. Else- 
where the.report points out that charities enjoy 
exemption: from income-tax. We have no doubt 
that the Inland Revenue has records of those 
charities which have claimed this exemption, and 
there must be few which have not. Of course such 
records are protected by the departmental obliga- 
tion to secrecy, but іп view of the:public nature 
of charitable trusts, there seems little objection 
to néw legislation setting up a public register of 
them, culled from Inland Revenue records. There 
is already an arrangement under.which the Estate 
Duty Office of the Inland Revenue notifies the 
Charity Commissioners:of wills containing charit- 
able gifts. The report-however recommends that 


trustees of .charitable trusts be. bound-under a . 


penalty- to register with Һе Charity Commis- 
sioners or Minister of Education, as appropriate, 
basic information.about the trusts. From this 
information classified: records would be available 
centrally. and locally for inspection by tbe public. 
» The report -has a good deal to. вау. about 


i Grad. 81. H.M.S.O. 6s 6d net." 


accounts. The тазны of стапа оаа 
іп England and Wales gave written-evidence and 
Mr. G. L. C. TOUCHE, B.A., F.C.A., also gave oral 
evidence on its behalf. Charitable trusts are 
already. bound ` by. a statute passed a century 
ago to submit annual accounts to the Charity 
Commissioners. or Minister of.Education, but of 
the 80,000 non-educational charities, only 27,647 
submitted accounts in 195i. The highest бриге 
for any year since 1923 was 51,808 in 1934, In 
addition to the 110,000. known.charities,.30,000 of 
them being educational, there are probably others 
which have not come to light. The Committee 
recommends that all accounts submitted should 
be audited by a professionally qualified auditor, 
subject to exceptions in approved cases. It also 
recommends the infliction of a small penalty on 
‘those trustees who fail to lodge audited accounts 
each year: The Committee recommends wider 
use of model forms of accounts. · 

On the highly topical subject of the permitted 
range of trustee investments, the Committee is 
of. the opinion that ап enlargement is necessary 
and should:not be long delayed. Its obser- 
vations on this point are 

‘much in line with the evidence submitted to us, 

particularly that of the Institute of Chartered 

- Accountants, with which we found the Chairman 

of.the London Stock Exchange in substantial 

agreerhent’ (paragraph 283). г 
These’ observations include the one ‘that i in view 
of the pronounced ‘inflation in recent years the 
restriction òf trustees to fixed interest money 
stocks, intended as a safeguard, bécornes a source 
of danger. "This; of course, is apart from the fact 
that many of the investments specified in the 


. Trustee Act, 1925, have ceased to exist. 


‘Ultimately’, saya the report (paragraph 288) 
“thé only true- protection for the maintenance of 
. the real value ‘of the trust fund 1 is ds honesty and 

= аран of the trustee.’ .. 
- The proposed extended range ab investments 
-would include, subject to safeguards, the deben- 
tures and shares of financial industrial and com- 
mercial companies quoted on the Stock Exchange; 
London. ` Equity: shares аге included for ‘two 
reasons: they represent real assets. whose value 
increases with the fall in the value. of money 
and such shares. may grow in.real value, as well, 
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owing to the widespread policy of ploughing back 

.profit. However, statistics indicate that British 
equity shares have not risen in value to anything 
like the full extent of the fall in the value of 
money. 

The two sets of restrictions which the Mort- 
main and Charitable Uses Acts impose in respect 
of land are highly complicated and of great 
antiquity. The committee recommends that these 
restrictions be abolished. 

Chapter 12 of the report deals with the problem 
of imperfect trust instruments. A will.or deed 
may be framed with the intention of creating 
purely charitable trusts of property. ЈЕ this object 
is achieved, the instrument enjoys certain privi- 
leges. It is in general immune from certain rules 


of law which might otherwise render it wholly 


void. Examples of these rules are the rule against 
perpetuities and the rule which invalidates 
objects which are not precisely defined. Again, 
once the property is held for purely charitable 
purposes, it enjoys such privileges as exemption 
from taxation. 

It follows that if the objects set out in the 
instrument are held not to be.charitable, dis- 
astrous consequences may follow. Even if the 
instrument is not entirely void, the exemption 
from tax will be lost. Moreover, a will, and very 
often a deed, cannot be altered. Even where an 
alteration can be made, as in the memorandum of 
a company, the alteration cannot be made retro- 
spective. Owing to the confused state of the law 
as to the precise meaning of charity, disasters of 
the kind indicated are not uncommon and the 
problem was greatly aggravated by the Court of 
Appeal decisions іп Els v. C.I.R. ([1949] 31 
Т.С. 178; 28 A. T.C. 267); and Oxford Group v. 


C.LR. ([1949] 31 T.C. 221; 28 A. T.C. 304). These . 


held that the inclusion of non-charitable sub- 
sidiary objects with charitable main objects 
meant that the bodies concerned were not 
‘established for charitable purposes only’. 
Section 37 of the Finance Act, 1950, the 
proposal for which was discussed in.a leading 
article in our issue of December 17th, 1949, 
permitted bodies affected by the Oxford Group 
decision to claim income-tax relief retrospectively 
provided they removed the offending words by 
April 6th, 1950, or such later date as the Inland 
Revenue allowed. This section only touched the 
fringe of the problem since it does not validate 
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invalid trusts, nor confer a power of alteration 
where that power is absent. The report says that 
the Ellis decision may affect thousands of trusts 
for the benefit of religious bodies which have for 
years been erroneously treated as valid. It adds 

‘trustees . . . affected seem to have realized neither 

the implications of these decisions . . . nor the peril 

in which they themselves stand'. 

'The peril is the peril of being required to 
refund moneys which they have expended on the ` 
strength of trusts now found to be invalid. 

As announced last week, the Prime MINISTER 
has intimated that the Government will introduce 
legislation to validate invalid trusts substantially 
on the lines suggested in the report. А disposition 
will be validated if it satisfies all the following 
conditions. The property subject to it will then be 
applicable for the purely charitable purposes only: 

(a) the disposition was made before December 
16th, 1952; ; 

(b)it includes both charitable and non- 
charitable objects; 

(c) the disposition is invalid on grounds such 
as remoteness or uncertainty, which would 
not invalidate it if the objects were wholly 
charitable; and 

(d) the disposition has been treated as valid. 

Persons who would be entitled to the property 
on the trusts being declared invalid, e.g. next of 
kin of a testator, will be permitted to claim it 
only if the trust had been in operation for less 
than six years at December 16th, 1952, and only 
if they claim within one year after the Bill becomes 
law, subject to extensions in cases of disability: 

Unless proceedings were brought against them 
by December 16th, 1952, trustees will not be 
personally liable for payments which they made 
before the passing of the Bill. If proceedings 
are brought before the passing of the Bill but 
after December 16th they will be nullified if and 
when the Bill becomes law. 

For the purposes of taxation the effectofthe Bill 
will be that dispositions subject to it will qualify 
for the usual charity relief but not retrospectively. 

Like many other reports, this report strongly 
advocates simplification of the law. It sees a 
continuing need for voluntary charity, notwith- 
standing the extension of social services and 
points out how, in other matters than those 
touched on above, the contribution of charities 
to the nation may be made more valuable. 
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THE FINANCE ACT, 1952 – 


- XXVI 


EXCESS PROFITS LEVY (CONTINUED) 


15 per cent Overriding Limit 
HE 15 per cent limit is not applied 
| separately to each chargeable accounting 
period but to the whole period of the excess 
| profits levy. It follows that until this period ends, 
| any relief under Section 43 (1) is provisional only 
| and is to be revised for each new chargeable 
' accounting period which is reached, so that the 
aggregate liability to date is not less than 15 per 
cent of the aggregate total profits from January 
, ist, 1952, computed on excess profits levy 
; principles. Where the company first began 
|| business after January 1st, 1952, the period taken 
i|is from the later date (Section 43 (4)). 


| Company Operating Abroad 
‘| Section 43 (2) reduces the 15 per cent maximum 
to ro per cent in favour of a company which is 
ordinarily resident in the United Kingdom but, 
throughout all its chargeable accounting periods, 
carries on the whole (or substantially the whole) 
lof its business through a permanent establish- 
(пеле in territory abroad. It seems to follow that 
such a company discontinues its permanent 
‘establishment abroad, without discontinuing its 
business, even only a day or two before excess 
profits levy comes to an end, it will automatically 
forfeit the right to a 10 per cent maximum for 
the whole of the period of charge and will 
become liable at 15 per cent instead. This would 
be so even if the local authorities abroad closed 
down the establishment against the company’s 
will-an event for which there is a recent 
precedent. 
Application of the Limit 


Section 43 (3) empowers the Inland Revenue 





Example 17 (minus figures in italics) 








Total Adjusted 
profit standard 
£ 
First chargeable accounting period .. 12,000 5,000 
Second chargeable accounting period 11,000 6,000 
ћ 23,000 
Third chargeable accounting period . A ооо 7,000 
29,000 
Fourth chargeable accounting period — 2,000 5,000 





i £27,000 


i ae 


to make the necessary adjustments under Section 
43 (1) by reducing the deficiency relief or by 
increasing the charge, or by an additional 
assessment. See Example 17 below. 

The £300 shown to be overpaid at the end of 
the fourth chargeable accounting period would 
either be repaid or set off. 

It will be seen that the liability for any charge- 
able accounting period after the first may well 
exceed 30 per cent of the excess profit in that 
period, and that there may even be liability for a 
period in which there is a deficiency. Had there 
been a ‘break in continuity’ at the end of the 
second period in the example, the liability for 
periods three and four would still be the same. 


. Computation of Profit 
Detailed provisions for the computation of profit 
for levy purposes are contained in Section 45 (1) 
and the Ninth Schedule and apply for both 
standard and chargeable periods. These provisions 
do not constitute a complete code in themselves; 
they apply other statutory provisions by reference 
and then proceed to modify them. In general, the 
computation is to be on profits tax principles 
which in turn are based on income-tax (Cases I 
and II of Schedule D) principles with modifica- 
tions. Thus the basic principles are contained in 
the smallest of a series of Chinese boxes. This 
device imports a vast body of income-tax case 
law and saves work for Inland Revenue officials 
who, in the vast majority of cases, already have to 
compute the income-tax profits and the profits 
tax profits. The official forms of computation 
(EPL 3 and EPL 3-3) in fact begin with the 
profits tax profit. The reasons why this profit 











I5 per cent of 
total profit Net 
Excess Deficiency 30 per cent to date liability 
£ : £ 
7,000 — 2,100 1,800 1 ss 
_ 5,000 — 1,500 . 1,650 
3,450 3,459 
— 1,000 — 300 goo 
4.350 4350 
— 7,000 — 2,100 — 300 
4,050 £4,050 
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has to be modified for levy purposes will appear.. 


Abatement and Franked Investment Income 
Profits tax being charged on total, not excess, 
profits, there;is an exemption limit accompanied 
by a. deduction for ‘abatement’ where the total 
profit.is less than: £12,000. Paragraph І of the 
Ninth Schedule prohibits such a deduction for 
levy purposes and accordingly it must be added 
back. . 

Unlike income-tax, profits tax requires the 
inclusion in profit of investment income even 
though the company be mainly a trading com- 
pany, but 'franked investment income’ may be 
excluded, since it has already in effect borne 
profits tax in the hands of the payer. The new levy 
does.not recognize this principle except to the 
limited extent specified in Sections go and 52 
which will be discussed later. Paragraph 1 pro- 
hibits the exclusion of franked investment income, 
which accordingly must be added back. 


Losses and Рге-1937–38 Income-tax Wear 
and Tear 
In view of the deficiency relief provisions, an 
allowance for losses incurred during the period of 
charge would be superfluous. In view of the 
"desire to compare like with like, an allowance for 


losses brought forward into the standard period ог . 


into the period of charge would perhaps similarly 
‘be illogical, although there is argument for giving 
‘some relief to companies which did badly 
immediately before 1952. However, paragraph 2 
excludes all the profits tax provisions for carry 
forward of losses. It also excludes a provision for 
the carry forward of income-tax wear and tear 
in respect of a year prior to 1937-38, a provision 
which might depress the standard profits. 


Initial Allowances 

-In its hot pursuit of the chimera of comparing 
like with like, the Ninth Schedule. has some 
‘remarkably complicated provisions about initial 
allowances. Deductions for these income-tax 
allowances. will normally have been granted in 
е profits tax computations by apportioning 
;Such allowances to the chargeable accounting 
periods. . 

~ For plant and machinery,. initial allowances 
- were increased from 10 per cent to 20 per cent in 
"favour of expenditure incurred after April sth, 
1940, while as regards expenditure incurred after 
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April sth, 1952, all initial «allowances. were 
‘suspended’. Paragraph 3 (1) of the Ninth 
Schedule seeks to iron out the resulting distortions 
in net profit by requiring the complete recompu- 
tation of initial allowances on the basis that the 
above two changes had not taken place. Thus, for 
instance, where expenditure is. incurred after 
April 5th, 1952, it will be necessary to-compute 
notional income-tax initial allowances and then 
to apportion them to the chargeable accounting 
periods. Initial allowances already computed for 
expenditure incurred before that date but after 
April sth, 1949, will have to be revised in the 
case of plant and machinery. 


Pre-1946 Expenditure . 

Although initial allowances were .in general 
confined to expenditure incurred after April sth, 
1946, expenditure incurred in the preceding two 
years could to some extent qualify for allowance, 
which would normally be given for the income-tax 
year 1947-48 and therefore fall within the 
standard period. This means that the standard 
profit in some cases might be artificially dim- 
inished. Accordingly, paragraph 3 (1) (5) excludes 
from the levy computation all initial allowances 
in respect of expenditure incurred before April 
6th, 1946. 

Mills, Factories Deduction 
Е 3 (1) (4) excludes certain other 
initial allowances for levy purposes. Where the 
‘mills, factories’ depreciation deduction under 
Section 15 of the Finance Act, 1937, was granted 
for 1945-46 it had to be continued for the next 
ten income-tax years unless the taxpayer elected 
otherwise at somie time during those ten years 
(Finance Act, 1945, Section: 7; Finance Act, 
1950, Section 28). For the years following: the 
election, the mills, factories deduction would be 
replaced by annual allowances and also initial 
allowances where appropriate,.e.g. where expendi- 
ture was incurred on altering or extending the 
factory. Paragraph 3 (1) (4) provides that where 
the election was made after April 5th, 1947 (so 
that it would ‘not have effect. before 1948-49), 


‘any. initial allowances given as a result of the 


election are to be ignored for excess profits levy 
purposes. Annual allowances given as a result of 
the election will be. unaffected; i.e. Paragraph 
3 (1) (d) does mot restore the mills, factories 
deduction. eov. (To be continued.) 
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TAX EXEMPTION OF FOREIGN INCOME 
OUTLINE OF THE PRACTICE IN SEVEN COUNTRIES 
| by E. B. NORTCLIFFE, B.Com., F.R.Econ.S. 


, Introduction . 

EW countries have equalled the United 

Kingdom in: evolving complicated pro- 

cedures for avoiding double taxation of in- 
come from foreign sources. The Dominion 
Income Tax Relief provisions in the Finance Act, 
1920, were a beginning, but, although sufficiently 
testing for any ordinary practitioner, they appear 


· simple in retrospect compared with the complexi- 


ties of the rules now enshrined in the Sixteenth 
and Seventeenth Schedules of the Income 'Tax 
Act, 1952. 

It is not surprising therefore that increasing 
interest is being shown in the simplest of all 
methods of double tax relief, namely, exemption 
of foreign income. Adoption of this method would, 
by a single stroke, remove every restriction and 
difficulty inherent in the present systems of 
unilateral and treaty relief. There would ђе: по 
longer any need to ‘determine the foreign tax 
payable on the income or examine its eligibility 
for relief, nor to compute the tax credit due in the 


, United Kingdom, nor to indulge in mathematical 
' me beneath cunningly devised algebraic 


. foreign currency earnings. 





poema and reliefs given to pioneer 
industries in the Colonies would no longer be 
taken away in the United Kingdom, and sterling 
taxes would not be payable on unremittable 
Furthermore, the 
modern United Kingdom merchant adventurer 
would operate oversea at no greater tax handicap 
than his local or other foreign competitors. 

Considerations such às these lead one to ask 
whether exemption. is not the most equitable as 
well as the simplest method of double tax relief. 


. Many countries evidently think ‘so, and in the 
following paragraphs a brief outline is given of 


the Brace: in seven countries. - 


' France 


а has been careful to ‘veld double 


taxation of certain kinds of foreign trading profits 
and. investment ‘income accruing to French 


‘residents. It is ‘a feature of the French tax system 


which contrasts oddly with the insistence with 
which she has pressed her claims for tax against 


Tion-residents on incomes: derived, ` however 
bou. from French sources. 


: The French ‘tax system is а СА system. 


A proportional tax is levied on.the total income of 
whatever kind arising to a company. Another 
proportional tax, or ‘schedular tax’ is imposed on 
incomes of all kinds accruing to individuals or 
partnerships. As far as dividends and interest are 
concerned, this proportional tax is collected by 
withholding at the source, so that its impact is 
felt equally by individual and corporate investors. 
Lastly, income of all kinds arising to an individual 
is subject to a progressive sur-tax. 

The basic principle underlying unilateral relief 
for double taxation in France is to eliminate one 
or other proportional tax, by exempting foreign 
income from the schedular tax in the hands of 
individual recipients or from the company profits 
tax in the hands of corporate recipients. In the 
former case, the income remains subject to the 
progressive sur-tax, and in the latter case it must 


: eventually suffer both the schedular tax on divi- 


dends and the progressive sur-tax. 

The exemption is granted without qualification 
in respect of industrial and commercial profits `. 
arising to French enterprises from foreign sources. 
Profits are regarded as foreign when they are 
derived from operations through an undertaking’s 
own establishment or representative abroad, or 
where the operations abroad form a complete 
series, e.g. purchase and sale of goods, or manu- 
facturing and selling within the foreign territory. 

The exemption in ‘respect of industrial and 
commercial profits arising abroad is available to all 
taxpayers, but only companies may claim exemp- 
tion in respect of foreign dividends. Furthermore, 
to qualify for this exemption the shareholding in 
the foreign company must be substantial and the 
investment must be of a permanent nature. The 
rules governing these conditions have undergone 


‘many variations during the last thirty years, but 


the present requirements are that at least 20 per 
cent of the share capital of the foreign company is 


held, and that the shares have been held in nomi- 


native form for at least two years, or since the 


date of their issue if they \ were issued within the 
‘preceding two years. 
^ When a foreign dividend enters France, the 


proportional schedular tax (18 per cent) is with- 


held by the paying agent, but а company fulfil- 
ling -the above conditions néed not. include 


the dividend in its income for the. purpose .of 


the. company · profits. tax.. When .the. income: is 
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redistributed by the French company, it may, by 
reason of fulfilling the same conditions and to the 
extent of dividends received in the same year, pay 
its own dividends without deduction of the 
schedular tax. 

The pattern of tax liability on dividendi jon 
foreign sources is therefore.the same through a 
qualified holding company as for an individual ~ 
schedular tax withheld on receipt and progressive 
sur-tax by assessment. The advantage of this 
basis compared with that applied to other com- 
panies (which suffer the full profits tax rate on 
foreign dividends) is somewhat diminished by 
the arbitrary assumption that disallowable ex- 
penses related to the exempt income amount to 
25 per cent of that income. 

An interesting feature of the French cust Din 
provisions is their indifference to whether or not 
the profits ог. dividends have suffered any 
foreign income-tax in the country of origin. 


Netherlands 


The Netherlands has a two-tier tax system, con- 
sisting of a tax on company profits and a general 
progressive tax on the income of individuals, 
including dividends. Ву an order of September 
roth, 1941, the Minister of Finance introduced a 
rhodified form of exemption for trading profits 
and income from professional and personal 
services, or from real estate, arising abroad. The 
provisions give complete exemption if the whole 
of the income of the company or individual con- 
cerned is of this nature. When the taxpayer has 
other income, however, the exempt foreign in- 
. come is treated as the bottom slice of total income, 
and the relief is given. by deducting from the tax 
appropriate to total income the amount of tax 
which would be payable (ignoring child allow- 
ances) if the foreign income were the total income. 

As far as individuals are concerned, this rule 
detracts from the value of the exemption and may 
in some cases make it completely worthless. ЈЕ 
does little to diminish the value of the exemption 
to companies, since the company tax scale begins 
at a relatively high rate (45 per cent) and in fact 
no company can be more than Fl. 14,000 worse off 
than if exemption were effective at the top rate 
(52 per cent). 

The exemption granted to foreign trading 
profits of companies stops at the company stage. 
There is no provision for franking the dividends, 
which must therefore suffer tbe progressive 
income-tax in the hands of a resident individual 
shareholder, the company tax in the hands of a 
corporate shareholder (unless the shareholding 
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exceeds 25 per cent), or а flat rate of 15 per cent 
by withholding when the shareholder is a.non- 
resident. 

'The Netherlands treatment of foreign divi- 
dends for company profits tax purposes is similar 
to the French treatment. Dividends received, 
whethér from foreign or domestic sources, are 
exempt from company tax. if the receiving com- 
pany has a substantial shareholding in the paying 
company, and for this purpose 25 per cent is 
regarded as substantial In relation to foreign 
dividends, it is also required that the paying. com- 


pany be subject in its own country to a tax similar 


to the Dutch company tax. It will be noted that 
exemption depends upon the paying company 
being subject to a foreign tax; it is not necessary 
that the profits out of which the dividend is paid 
actually bear the tax, so that foreign exemption of 
particular profits is. not lost when the dividends 


reach the Netherlands. . 


This system of exemption of dividends is 
extended (without regard to shareholding) to all 
dividend income of Dutch companies which are 
engaged in buying and selling, or holding securi- 
ties, provided their shares are quoted on the 
Dutch stock exchanges. 

Individuals enjoy no exemption for foreign 
dividends, and there is no unilateral provision for 
exemption to companies or individuals in respect 
of interest and royalties from abroad, unless they 
are derived from claims forming part of the work- 
ing capital of a business, in which case they are 
treated as trading profits. 


South Africa 
'The most comprehensive form of exemption for 


income derived from enterprise and investment 


oversea is to be found in the Union of South 
Africa. Тће Union limits its tax charge to income 
from sources within the Union, and although there 
are provisions in the law which deem certain 
transactions connected with oversea activities to 
be Union sources, it is substantially true to say 
that all income from outside South Africa is 
exempt from normal tax and super tax. The rules 
of the Union in this respect are followed by the 
provinces for the purpose of their supplementary 
levies. 

In the Union there are two taxes, the normal tax 
levied at a flat rate on company profits and on a 
progressive scale for individuals, and a progressive 
super tax on individuals. Dividends are not 
included in the normal tax assessments of com- 
panies or individuals, so that there can be no 
variation of the normal tax burden on company 
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“profits by additional assessments on or repayment 


to the shareholder. As a result, foreign income 
accruing to companies is effectively exempt from 
normal tax through to the individual shareholder, 
but the dividends must be brought into the super 
tax assessment. Foreign income accruing directly 
to individuals is exempt from both normal tax and 
super tax. 
l Southern Rhodesia 


Until 1948, the tax law in Southern Rhodesia 
followed closely upon that of the Union, charging 
only.income from sources within the colony, and 
providing for individual exemption on dividends 
paid out of exempt profits of Southern Rhodesian 
companies. The revised law retains complete 
exemption from income-tax for foreign income 
accruing directly to individuals, but deprives 


‘ordinary shareholders of the former title to 
complete exemption from tax on dividends paid 


out of exempt profits. For the purpose of the 
individual shareholder’s assessment, an ordinary 
dividend is grossed up by the company’ 8 appro- 
priate rate of tax. This appropriate rate is found 
by dividing ‘taxable income’ into tax paid, and 
the amount by which a dividend is grossed is 
allowed as a set-off against the shareholder’s 
personal liability or may be repaid so far as it 
exceeds the liability. 

It is difficult to believe that this treatment of 
dividends will persist, since it involves refunds of 
tax which has never accrued to the Treasury. If a 
company has a trifling amount of taxable income 
and a large amount of exempt income, its appro- 
priate rate is currently 8s in the £, and a single 
shareholder may find himself entitled to a repay- 
ment exceeding the total tax paid by the company. 

‘This feature is peculiar to ordinary dividends 
and participations by preference shareholders. 
The fixed rate element in preference dividends.is 
not brought into the individual shareholder’s 
assessment at all. 

For the purpose of the super tax on individuals 
introduced in 1948, all dividends from domestic 
or foreign sources are brought into assessment, 
but for foreign income of other kinds accruing 
directly to an individual the exemption is main- 
tained. 

The taxation of income from foreign sources is 
one of the points to be considered by an expert 
committee in implementing the report of the 
Fiscal Commission on Central African Federation. 


"The tax systems of Northern Rhodesia and 


Nyasaland ` аге based on the thirty-year-old 
model colonial -ordinance, and income from 


: outside these colonies is chargeable to tax when 
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received in the Colonies. In general, the Com- 


‘mission has recommended adoption of the 


Southern Rhodesia Act on federation, but it 


remains to be seen whether the Federal Tax Law 


will follow Southern Rhodesia in limiting the 
income-tax charge to income from sources 
minm the territories. - 


Australia . 

The Federal tax law in Australia originally 
(1930-31) exempted all income from outside 
Australia which was proved to have suffered an 
income-tax in the country of origin, or a royalty or 
export duty on the goods from sale of which the 
profits were derived. Until 1947 the Federal law 
contained anomalous provisions alongside this 
exemption purporting to charge foreign dividends 
and give double tax relief by tax credit. In that 
year the High Court ruled that taxed dividends 
from abroad (in this case Canada) were exempt 
(Reid v. Federal Commissioner of Taxation), and 
an amending provision was introduced taking 
foreign dividends out of the exemption provisions. 

As far as other. forms of taxed income from 
abroad are concerned, the exemption to individual 
recipients is complete. Similar income accruing 


Ло companies is exempt from company income- 


tax, but it loses its identity as exempt foreign 
income on distribution, all dividends from 
Australian companies being included in the 
‘assessments of individual shareholders, without 
regard to whether, or how much, tax has been 


.paid by the company. 


: New Zealand 
Unilateral relief by exemption in New. Zealand 
applies only to income from Commonwealth 
sources. Within this narrower field the provisions 
are unusually effective owing to the special charac- 
ter of the New Zealand tax system. The income- 


‘tax on company profits is a final levy. No addi- 


tional tax is payable by shareholders on dividends 
received from a New Zealand company. Thus for 
income-tax purposes, the intervention of a 
company between the Commonwealth source and 


‘the resident individual does not, as in 80 many 


countries, cause income which is exempt at the 
first stage to be chargeable at a later stage. 

The exemption is dependent upon the taxpayer 
being subject to tax on the income in the Common- 
wealth territory from which it is derived, and the 


.value of the exemption is limited to tax at the 


taxpayer’s average New Zealand rate, the income 
being included in total income for the purpose of 
computing the rate payable on chargeable income. 

Similar provisions apply for the Social Security 
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charge which is also imposed by reference to 
‘income, but the exemption in this case has 
‘narrower application. In few cases can a taxpayer 
‘establish that the income has suffered a similar 
‘social security charge at the source. 


Canada 

Double taxation relief in Canada is given pri- 
marily by tax credit, but the treatment of foreign 
income accruing to companies reveals French 
influences and is frequently exempt. — 

` A company .engaged in industrial, mining, 
commercial or public utility operations is exempt 
from corporation tax in Canada if the whole of its 
_business operations are carried on outside Canada 
and its property, other than securities and bank 
deposits, is situate entirely outside Canada. 
Management of the undertaking in Canada, and 
designing, purchasing, and transportation of goods 
in Canada, do not prejudice, the company’s 's title 
to exemption. 


The benefits of these provisions are also ex- . 


tended to any company engaged in business of an 
investment or financial nature carried on entirely 
outside Canada, provided that its shares have been 
offered for public subscription or are listed on a 
‘recognized stock exchange, and its property 
(other than bank deposits and shares in other 
'exempt foreign business corporations) is situate 
'entirely outside Canada. 

A Canadian company also enjoys exemption 
'from tax on dividends received from a non-resi- 
dent company in which it holds more than 25 per 
cent of the shares carrying full voting rights. 

· Neither of these exemptions is carried beyond 
'the company stage or has any counterpart in the 
‘tax treatment of foreign enterprise or investment 
Љу: individual taxpayers. -There is no special 
relief to individual shareholders in Canadian 
companies deriving exempt income from abroad. 

The personal liability of individuals in respect 
-of foreign income is relieved by tax credits. 


Conclusion 
' "The principle of exempting foreign income has 
' many adherents and appears likely to attract 
‘many more. It is éssentially fair and simple to 
concede taxing rights over income to the country 
“in which thé income arises. This appears to be the 
‘ultimate answer to the problem of international 
‘double taxation. The United Kingdom and 
"United States systems of unilateral relief by tax 
"credits, and the network of bilateral treaties woven 
in recent years, are only stages in the march 
"towards this conclusion. It is unthinkable that 


companies. 
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nations whose prosperity depends upon increasing 


‘the volume of world trade should continue 
indefinitely to place tax impediments on inter- 


national enterprise and investment by their own 


‘residents, when residents of other countries аге 
“not similarly burdened. 


It has been said that exemption of foreigi 
income is unfair in relation to the resident 
individual or company carrying on business within 
the home territory. This attitude appears to 


assume that if foreign income were exempt in the 


United Kingdom, it would be exempt from tax 
altogether. This completely overlooks the fact 


that the income is always taxed in the country of 
origin unless special reliefs are given such as those 


available to pioneer industries in some colonies. 
In more than nine countries out of ten, the 
income sufférs a direct income-tax or profits tax. 
In the few countries where there are no direct 
taxes, and these are not importarit, the income 
suffers a comparable burden of indirect taxes. 

Complete exemption of foreign income by the 
United Kingdom on the South African model is 
perhaps a counsel of perfection, although it may 
well be the final solution. There are, however, 
certain features common to all countries practising 
the exemption principle, which the United 
Kingdom might usefully consider, and which it 
would not be difficult to incorporate irito the 
United Kingdom tax system. It is not surprising 
that these common features are directly linked to 
the motive of encouraging international enterprise, 
and offer a relative tax advantage to the forms of 
organization best suited to carry on 'such 
enterprise effectively. 

Firstly, trading profits: derived from abroád are 
in every case exempt from tax in the hands of 
Secondly, dividends from foreign" 
companies are, with one exception, .exempt 
from tax to corporate shareholders, provided 
a substantial interest is held in the . foreign 
company. 

Parallel exemptions for individuals are not so 
widespread, but this may be less a matter of 
principle than a reflection of the modern tendency 
for worth-while enterprise and investment to be 
undertaken mainly by associations of persons in 
corporate form. 

Finally, it must be recognized that any proposal 
to exempt foreign income from tax in the United 


.Kingdom is certain to be officially resisted on the 


ground that the loss. of revenue. cannot be 
afforded. There are few proposals for tax reform; 
however, which it will be more ee to 
ignore in | the dong run. - ne 
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THE REMUNERATION OF ESTATE AGENTS. 


-by T. J. SOPHIAN ` 


АНЕ position of persons who employ estate 

agents has become somewhat.. compli- 

cated because of the introduction of new 
ds. by. estate agents to safeguard their com- 
mission in tbe event of the sale or letting ulti- 
mately falling through. 6 | 


| Commission Payable. on Jatrodüctlon' | 


THe general rule.is that commission is not earned 
Бу (ће agent until the contract has been actually 
completed by a conveyance of the property and 
‘payment of the purchase price, since the agent’s 
со ion is payable out of the purchase price. 
Commission i is generally expressed as being pay- 
able: on- the introduction of a purchaser and the 
particular words: used in the contract do not 
afféct the matter, so long as they are to be reason- 
ably cónstrued as meaning that commission is 
not to be payable. until the agent has ‘introduced’ 
a purchaser who is able, ready. and willing to buy, 
and who completes the contract, for this latter 
essential is in effect to be. implied from those 
three words ‘able’, ‘ready’ and ‘willing’. 

For a person to Ђе able to purchase it is neces- 
sary that he should have the necessary financial 
resources and so be able to pay; in order that he 
may be ‘ready’ to. do so he must. have. made all 
necessary preparations for handing over. the 
money; and for this purpose he must either have 
the.cash in hand or else a banking account with 
sufficient funds on which to draw for the риг- 
chase. price; in order that he may be 'willing' he 
must be, willing right up to the last moment to 
hand over the money-in return for the conveyance 
of the property. The agent is to be regarded as 
taking the usual business risk of expending time 
and. money without. any recoupment for himself, 
in the event of his being unsuccessful in bringing 
about the result for which his services have 
been engaged. 

A distinction, however, i is to be drawn between 
the case where the vendor, and the case where 
the ‘purchaser, withdraws, with the result. that 
the contract falls through. i 


Effect of Withdrawal by Vendor 
If the agent, has introduced a purchaser who is 
able, ready and willing to buy the property for 
the price and on the terms agreed, he has done 
all that is necessary for-him to earn his commis- 
sion, provided of course that the purchaser is 


willing right up to. the last moment to. carry out 
the bargain, and in such a case if the sale is not 
complete because the vendor withdraws from it, 
or because the vendor refuses the offer made by 
the purchaser, then the vendor will be liable to 
pay commissión notwithstanding that there is 
no sale. i 


Withdrawal of Purchaser 


It would be otherwise, however, if the pur- 
chaser withdrew. from the- bargain, for in this 
case the purchaser, although he might have been 
willing to complete at one time, would have 
ceased to be willing, and,.in such a case, the agent 
could not obtain his commission even. though 
there was a binding contract. which would 
entitle the vendor to sue the. purchaser on the 
contract. bo n 


Employment of Several Agents. 


In this connection vendors should be extremely 
careful when they put their. property into the 
hands of more than one agent. According to the 
usual and ordinary clauses, as already pointed 
out, the vendor would ‘be’ liable for the .com- 
mission when a purchaser, ready, willing and 
able to purchase was introduced, and if a number 
of agents are employed, the.vendor may find 
himself liable to. pay commission not only to the 
agent who introduced the purchaser to whom the 
property was in effect sold but also то any of the 
other agents who had found purchasers who had 
made firm offers to buy the property, which the 
vendor rejected. ‘Therefore if a person is employ- 
ing more than one agent he should be careful to 
use some such words as these, namely, that 
commission is to be payable only to the agent 
introducing the purchaser to whom the vendor 
in cfect sells the property and a note should be 
added in the letter of instruction to the agents 
to sell pointing out that more than one agent is 
being employed and that it is only the agent 
introducing the person to whom the property 
is finally sold who is to receive the commission. 


Special Clauses l 
Recently agents have been adopting new clauses ` 
with a view to entitling themselves to commission 
merely upon. the introduction of a person who was 
ready, able and. willing to purchase the property, 
notwithstanding that the sale might subsequently 
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fall through because of the withdrawal therefrom 
of the purchaser himself. 

With regard to this new type of clause it seems 
the important word is the word ‘introducing’, but 
as the Court of Appeal has recently held in Dennis 


Reed Ltd v. Goody ([1950] x All E.R. 919), com-- 


mission is not payable even under such a clause 
merely on the introduction of a prospective 
purchaser. In other words, special clauses which 
are being used at the present moment have no 
greater legal effect than the ones ordinarily 
used in the past whereby agents were merely 
‘instructed to find a purchaser ’ or ‘to find some- 
one to buy my house’. 

All these expressions mean the same thing, 
namely, that commission is not to be payable 
until a purchaser has not only. been found but 
has also completed the transaction by accepting 
the conveyance of the property and paying over 
the purchase price. 

Thus in Dennis Reed Lid v. Goody, where the 
agent was instructed to find a person ready, able 
and willing to purchase and was to be entitled 
to his commission upon ‘introducing’ such a 
person, and a person was found who signed an 
agreement to purchase subject to an indemnity 
clause if any road charges were outstanding, a 
term to the exclusion of which the purchaser 
would not agree, with the result that the pur- 


. chaser ultimately withdrew, it was held that the 


" 


agent was not entitled to any commission. 


Sole Agents 


Sometimes an agent is employed as a 'sole agent'. 
Bùt a sole agency does not entitle the agent to 
the sole right to sell, which is a very different 
thing, and if in such a case the purchaser himself 
finds a büyer,, the agent will not be entitled to 
any commission. (Bentall etc. v. Vicary ([1931] 
1 K.B. 253).) 


Sale КИ to Contract’ 


In this connection one*should note the effect of 
the words ‘subject to contract’ or any similar 
words which introduce a qualification into the 
acceptance by the proposed purchaser of the 
terms of the vendor’s offer. Those, three words 
‘subject to contract’ have indeed a'very magic 
effect as far as the law is concerned; because 
although the parties may have agreed everything, 
yet there is no binding agreement in law on either 
side if the agreement is made subject to contract., 
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Commission Payable on Signature of Legally 
Binding Contract 
Much will depend on the terms used and a 
useful illustration on this point is offered by the 
case of Midgley Estates Ltd v. Hand ([1952] 
r All E.R. 1394). There commission was to be 
payable as soon as the purchaser signed a legally 
binding contract effected within a period of three 
months from the date of the instructions to the 
agent. The agents found a purchaser who signed 
a binding contract, a deposit was paid, and 
the purchaser was given possession. Owing to 
financial difficulties, however, the purchaser was 
unable to complete, with the result that he 
forfeited his deposit and the vendor recovered 
possession. It was held that the agents were 
entitled to their commission. In his judgment in 
that case Lord Justice Jenkins said: — 
‘The question depends on the construction of 
each particular contract, but, prima facie, the 
intention of the parties to a transaction of this type 
is likely to be that the commission stipulated for 
should only be payable in the event of an actual’ 
sale resulting. The vendor puts his property into 
the hands of an agent for sale and, generally 
speaking, he contemplates that if a completed sale 
results, and not otherwise, he will be liable for the 
commission . . . but this does not mean that the 
contract, if its terms are clear, should not have 
effect in accordance with those terms even if they 
do involve the result that the agent’s commission 
is earned and becomes payable although the sale 
in respect of which it is claimed for some reason 
‘or another turns out to be abortive.’ 


Effective Cause 
The ‘mere fact that a person has been intro- 
duced by the agent as a prospective purchaser 
will not necessarily entitle the agent to his com- 
mission. The introduction must be the effective 
cause of the sale. It must be causa causans and 
not merely causa sine qua non. An illustration of 
this is afforded by the case of Jack Windle v. 
Brierley ([1952] 1 У АП E.R. 398). In this case 
the prospective purchaser G. had been intro- 
duced and was prepared to purchase, but owing 
to his-inability to raise the money the negotia- 
tions were abortive. Subsequently the vendor, 
who had already withdrawn the instruction of 
the agents, approached G. He offered to reduce 
the price and to allow a substantial part of the 
purchase price to remain outstanding on the 
security of a second mortgage and a promissory 
note. G. then completed the purchase. It was 


Indeed, in such a case either party may withdraw ^held that the agents were not entitled to their 


at any time before the actual contracts have not 


only been signed by each party but also exchanged. 


cómmission since their introduction had not been 
the effective cause of the sale. 


Е 
~ 
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NORTH AMERICAN COMMENTARY—XXXIX 


Current Accounting Opinions in the United States and Canada 


by KENNETH Е. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


` The Journal of Accountancy, 
New York, October 


Pensions for Self-employed 


DENTICAL bills, one introduced by a 
ПЕ and the other by a Republican, 

will press before the next Congress the 
claims of self-employed persons to: defer pay- 
ment of taxes on income set aside in restricted 
retirement funds. The bills are supported by 
more than a dozen professional groups, including 
the American Bar Association and the American 
Institute of Accountants. A provision welcomed 
by the editorial is that those who have reached 
the age of 55 at the time of enactment may 
set aside a higher proportion of their income 
than younger persons, for not more than twenty 
years. A limit of $150,000 is placed on the 
amount to be set-aside tax-free during an 
individual's whole working life. 


Depreciation Provision as a Liability on 
Balance Sheet 

'The National Association of Railroad and 
Utilities Commissioners, in recommending new 
accounting regulations for public utilities, favours 
adoption of the ‘net-plant’ concept, i.e. deduction 
of depreciation from cost on the balance sheet. 
Mr. H. C. Hasbrouck, former accounting 
director, Edison Electric Institute, says that 
deduction from the asset is bad accounting, 
whether for a public utility or otherwise. He 
traces the practice back to the time when 
industry in general wrote down its assets rather 
than credit a reserve – still the general practice 
in Britain, he might note. Arguing that the 
provision is not a valuation reserve but a means 
of cost allocation, he maintains that it is logically 
a liability for a quasi trust fund. It may be noted 
that many Canadian companies show the pro- 
.vision as a liability on the balance sheet, against 
the recommendation of the Canadian Institute 
of Chartered Accountants. 


N.A.C.A. Bulletin (National Association of Cost 
Accountants), New York, October 

Depreciation and the Depreciating Dollar 
Mr Fladger F. Tannery, assistant comptroller, 
Humble Oil and Refining Co, cites the specific 


case of a company which started in 1922 with 
plant and equipment at $1 million. There has 
been little change in the manufacturing process 
during the years, the same equipment being used 
with only ordinary repairs. Engineers now 
estimate that within the next year the equipment 
wil have finished its useful life, the cost of 
necessary major repairs being much more than 
that of new equipment. The cost to replace 
will be well over $2 million. There could hardly 
be a better illustration of the necessity for 
retention of so-called profits to provide for the 
extra $1 million after years of inflation. 


The Controller, 
New York, October 
The Declining Role of Retained Earnings 


The latest chart of the National Industrial 
Conference Board shows that during 1951 
private corporations spent nearly $22 billion on 
new factories, additions to old factories, and 
equipment to operate them — more than any 
other post-war annual outlay. But only about 


one-fifth of the total came from retained profits” 


as against one-third in 1950. This is attributed 
to the impact of heavy income and excess 
profits taxes, so that more had to come from 
depreciation reserves, bank loans and new stock 
and bond issues. 


Harvard Business Review, 
October 
Corporation Support to Higher Education 


Professor John A. Pollard discusses the ever- 
growing support of independent colleges and 
üniversities by large corporations. Mr Irving 
5. Olds, chairman of the board, United States 
Steel Corporation, is reported as saying: 
*Unless it (the corporation executive) recognizes 
and meets this obligation I do not believe it is 
properly protecting the long range interests of its 
stockholders, its employees and its customers.’ 
Professor James W. Culliton refers to the 
revolt in higher education, as a result of the 
removal of the legal barriers to corporate support 
of privately operated colleges in recent years. 
Hence, he says, corporate funds are well on the 
way to supplanting large private fortunes as the 
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mainstay of independent educational institutions. 
He regards this as ап indication of the new social 
responsibility which.business must accept, now 
that it is so powerful in the total scheme of 
an- industrialized sóciety. He speaks also of a 


revolt against the over-specialization which’ has’ 


characterized practical education and he -urges 
business to indicate its need for DIR | trained 
men as its future managers.: 


The New York Certified Public Accountant, 
New York, October . 

Accounting for Cash Discounts 
Discussing the fact that some companies treat 
cash discounts’ аз cost reductions. while others 
include them ‘in. revenue, Mr Arthur Blake, 
C.P.A., surprisingly supports the former: He con- 
siders that the: costs of credit control should 
not be hidden in the costs of merchandise sold 
or on hand, and. he thinks business would do 
well to abolish cash discounts and make prompt 
payment essential to sound credit standing. 
Meanwhile it should deduct the discount from 
the invoice and enter its purchases net. Apparently 
if the discount, is not then taken, it will be shown 
as a separate expense. 


Cost and Management, 
Hamilton, Ontario, October 
Ontario Signs Tax Rental Agreement 
Ontario has now joined all other Canadian 
provinces, ‘except’ Quebec, in accepting the 
Dominion, Government's: offer of a tax rental 
agreement. This means an immediate 2 per cent 
saving to the taxpaying corporation in Ontario, 
for it will pay an extra 5 per cent to the Dominion 
Government instead of 7 per cent to the province. 
It will mean real relief for the accountant. А great 
headache for him bas been the Ontario Gov- 
ernment's uncertainty as to depreciation. When 
'the Dominion Government first adopted diminish- 
ing balance depreciation in 1949,. Ontario, 
like Quebec, was determined to retain the 
:straight line method. Corporations, paying by 
instalments, made their calculations on the-same 
` basis, only to find, “years later; the: Ontario 
taxing authorities retroactively requiring the 
diminishing balance method. As a result many 
have underpaid.their taxes and now have to pay 
interest penalties. . 


ОТР Review (American на pm 
tion), Menasha, Wisconsin, October 


The Significance of Invested Cost 
Challenging the general acceptance of historical 
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. cost as traditional, Mr George О. May, c.P.a., 


states his belief that this is not the case. He cites 
in support thé ‘cost or market’ rule and the more 
modern statement ‘that only useful costs should 
be carried forward and that..costs that cannot 


‘be realized should not be régarded as useful’. 


These, he says, аге necessary modifications of 
the historical’ cost concept. .As-to fixed assets, 


:. ‘in: view of. the constant process of partial re- 
: placement or renewal there must, at any moment, 


bé -two sets of historical cost—the cost of 


‘property replaced and the .cost-of the replacing 
- property. Determination of. the charge against 


revenue involves a subjective choice between the 


two. Mr May does not think the accountant is 


adequately discharging his duty towards stock- 
holders today. The minimum fulfilment of his 


duty would, in his opinion, be the separation of 


income into its two components by showing 
separately the result of changing money values. 


: Not all accountants will be qualified to give this 


service but, as in other professions, not every 
practitioner should be expected to be equipped 
for every task the profession may offer. 


Tax Pressures on Accounting Principles 


'fax law and’ enforcement: are influencing 


accounting much more than the opposite, says 
Professor Arthur М. Cannon’ of the University 
of Washington. Consequently he would like 
official’ recognition of the -separation-in-fact 
between taxable and business income, so that 
each may: develop independently. He states that 


“questions of social and' economic policy deter- 


mine taxation and that these are not likely to be 
allowed long to' be affected by accounting 
principles. In Supplementary Statement No. 4 on 
the same subject, the Committee on Concepts 
and Standards Underlying Corporate Financial 
Statements urges, on the other hand, that the 
differences between taxable and business income 
‘should be reduced. It recommends that the 
definition of business income.subject to tax 
should be made as nearly as possible coincidental 
with net income under gerierally accepted 


„accounting principles. The deferment of income 


in instalment sales accounting (in America 
synonymous with hire purchase sales) is cited 
as a case where tax laws have influenced 
accounting practice. There is no sound accounting 
reason for deferring the income, it is said, since 
this does not secure adequate matching of 
revenues and costs. Similarly, in the case. of 
amortisation of emergency facilities the accounts 
should take the full expected life as basis even 
though it exceeds the period fixed for tax. 
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purposes. The committee points out that Con- ` 


:gress- made the use of LIFO, inventory valuation, 
for tax purposes conditional. on’ its use in 


reports or statements to shareholders — the one 


notable- case ‘of legislation affecting accounting 


practice. It would have this condition removed | 


by. legislation. S 
The Use of Post- -war Reserves. 
_From:an investigation of the annual терогіз of 
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134 large manufacturing corporations Professor 
Stuart B. Mead, of Michigan State College, 
concludes that many companies treated as a 
specific reserve for post-war adjustments what 
was really a contingency reserve. Few companies 
made scientific estimates of post-war reconversion 
costs and the results show considerable over- 
provision. Professor Mead’s emphasis is that thé 
essential aim of the special reserve should be the 
proper assignment of costs to’ revenue. 


"WEEKLY NOTES 


"New Legislation: 3 


‘January Ist, 1953, marked the- coming’ into force of 
two Acts of great importance. One of them, the 
"Customs and’ Excise Act, 1952, consolidates the law 


of customs and excise-formerly contained in a large ` 


number ‘of :statutes.-of very great complexity, А: 
the same time certain minor amendments have 


been.made, in order to bring the law up to date. The ` 
1952, makes far-reaching ` 
changes in the devolation of the éstates `of ‘those ` 


Intestates’ Estates Act, 


persons dying after December 31st, 1952, who do 


not таке a will. We referréd to the new provisions ` 


in these columns i in our issue of November 15th last. 


|, New — Rules. 


The Bankruptcy Rules, 1915, and all subsequent 
rules made under thé В; ptcy Act, 1914 (other 
"than in relation to fees) have been consolidated, as 
from January ist last, by ‘the Bankruptcy Rules, 
1952 (1952, S.I. No, 2113 (L.14)) which is a 182-page 
document costing 5s net. The opportunity’ has been 


‘taken, to make certain minor amendments in the course . 


of consolidation. Ја: county court proceedings the 
bailiff of any county court can now serve documents, 
even though. the court has no bankruptcy jurisdic- 
tion. For proceedings. in the High. Court an address 
for service within three' miles of the Law Courts is 
no longer necessary. Where there is an appeal, seven 
days are now allowed for the sending of a copy of 
the. appeal notice to thé court appealed from. The 
deposit payable on a bankruptcy petition in a county 
court may be.paid to the Registrar instead of to the 
Officia! Receiver. Official Receivers are autliorized to 
make: allowances out of the estate of a deceased 


‘insolvent debtor.in support of his family. There аге. 


other and less important changes. 


New Year Increases in Statutory Fees 


A number of statutory instruments made before 
.Christmas have increased some of the fees payable 
under certain Acts as from January 1st. The Indus- 
'-trial and Próvident Societies (Amendment of Fees) 
Regulations, 1952 (1952, S.I. No..2159) amend the 
fee& payable by societies registered under the 


: making of . | 
‘ dishonesty. Donovan, J., had clearly taken a different 


Industrial and Provident Societies Acts, : 18 3-1952. 
Similar. amendments -are made. by..the Building 
Societies (Amendment of Fees) Regulations, 1952 
(1952, S.I. No. 2160) in the case of building societies: 

е fees payable by societies, registered under thé 
Friendly Societies Acts, 1896-1948, under the 
Friendly Societies -Re lations, 1897 (S.R. & о: 
1897/6) are also amended on “broadly ane lines; 
The fees payable by trust funds registered under the 
Superannuation and other Trust Funds (Validation) 
Act, 1927, have hitherto been laid down by the 
Superannuation and other Trust Funds (Fees) 
Regulations, 1928 (S.R. & O. 1928/31). A new scale 
is now laid down by the Superannuation and other 


. Trust Funds (Fees) Regulations, 1952 (1952, S.I: 


Мо. 2161). Bankruptcy fees аге the subject of a 
new consolidation order which also came into forcé 


‘on January 1st. This is the Bankruptcy Fees Order, ' 


1952 (1952, S.l. No. 2114 (L.15)). Among other 
things it includes fees-for photographic copies and 
shows increases in fees for iini and subsistence 
of officials. , 


Specialloid : Shares Case 7. 7 
Charles Frederick Russell, 47, of. Riverlea, Bourne 
End, Buckinghamshire, who, as reported in our. issue 
of October 18th last, was, ‘convicted of an offence 
under Section 12 of the Prevention of Frauds (Invest: 
ments) Act, 1939, in connection with the sale of 
shares in Specialloid Ltd, appealed against the con- 
viction to the Court of Criminal Appeal. The 
grounds of the appeal were that there had been a 


` substantial miscarriage of justice arising from the 


answers of Mr Justice. Donovan-to two questions put 
to him by the jury. The appeal was dismissed on 
Décember 17th last. The Lord Chief Justice, in 
giving judgment, said: the - Court agreed with 
Donovan, J.’s, decision that the expression ‘reckless 
. forecasts’ did not necessarily connote 


view of the law.than that taken by the Chief Metro: 
politan Magistrate, Sir Lawrence Dunne, who had 
discharged from the сазе:опе Colonel Sweeny. The 
statute distinguished the words ‘fraudulently’ and 
‘recklessly’, so that it was possible to be men 
without being f fraudulent. _ | 
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; United States Cotton Team’s Visit 

The first report of a United States team to make a 
reciprocal visit to this country under the auspices 
of the former Апрјо-Атепсап Council on Produc- 
tivity was published on Monday. The objects of the 
team — which represented the American cotton in- 
. dustry — were to see what progress the industry in 
this country had made in implementing the con- 
clusions and recommendations of the three teams of 
doublers, spinners and weavers which had already 
visited the United States; to offer, in the course of 
its tour, any further useful suggestions to increase 
efficiency and productivity; and to inquire and report 
on any British techniques which might be of interest 
to the American cotton textile industry. 

Time did пој permit of a leisurely inspection of 
the plants visited, but the team formed the firm 
opinion that the cotton industry in Lancashire (which 
was the area concentrated upon) lacked no technical 
information that would increase productivity and, 
also, that the industry itself was aware that manage- 
ment and labour had not used these resources as 
fully as the urgency of the times demanded. The 
team puts forward no solution to the main problems 
facing the industry as езе ~ ће replacement of 
plant and the ageing labour force - would have to 
be resolved jointly by managements and men. 

The team was surprised to learn that job order 
costing was not used more widely on special orders 
in view of the wide variety of cloths produced and 
considered that the generally favoured method of 
continuous process costing -with its averaging 
technique for departmental costs even in the case of 
‘specials’ — was not a sufficiently accurate means of 
determining the actual cost of manufacture in these 
circumstances. 'The team also noted the lack of wide- 
spread use of standard costs. 


British Chartered Accountants in Canada 
Certain newspapers in this country recently said 
that the Canadien Institute of Chartered Accountants 
was planning to ‘import soo students a year from 
England and Scotland to meet the needs of the 
-profession in Canada’. 

We understand from Mr C. L. King, Secretary of 
The Canadian Institute of Chartered Accountants, 
that, while there does appear to be a shortage of 
about 1,500 students in Canada at this moment, this 
does not mean that there would be places for ari 
additional 1,500 each year. The present intake of 
the Canadian Institute is in the neighbourhood of 
1,000 students a year. 

We understand that the Canadian Institute has no 
plan for offering direct aid to students who go to 
Canada from the United Kingdom, and so far as 
can be ascertained no provincial institute in Canada 
has any such plan. : 


1 The British Cotton Industry. Obtainable from the British 
Productivity Council, ах Tothill Street, SWr. (3s. post free, 
excluding air mail) or from the Cotton Spinners’ an 
Manufacturers’ Association or the Federation of Master 
Cotton Spinners’ Associations Ltd, both of Manchester. 
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A Housing Restriction Suspended 

It is now possible for the private individual to build 
a house of not more than 1,000 square feet without 
obtaining official sanction. The builder may erect 
twelve such houses at one time. Resources are thus 
freed as from January 1st to build private houses of a 
limited size with an element of speculation in the 
undertaking. Official powers of control have been 
suspended, but not abolished. The situation will be 
controlled by the Minister concerned through the 
regional local authorities. 

While the de-restriction is an interesting and im- 
portant change of principle in Government housing 
policy (it will be recalled that the previous Govern- 
ment gave a major priority to the building of sub- 
sidized houses for renting by local authorities), it does 
not seem likely that there will be a large increase in 
speculative building or a rush by private individuals 
to have a house erected. The relaxation of the priority 
for local authorities some time ago has not seriously 
upset the large preponderance of houses still being 
built by local authorities for renting. The public has 
probably become used to subsidized rents. 

Controls under the Town and Country Planning . 
Act of 1947, of course, remain. The private individual 
may build a house — but not necessarily where he 
wants. The local builder may build ‘on spec’, but he 
may not litter the landscape with his properties — at 
least not without official approval. 


Britain's Lower Output 

It is now a commonplace that industrial output in 
this country has been lower in 1952, up to the date 
at which official statistics are available, than in 1951. 
The fact takes on added importance since one of the 
basic assumptions in last year's Budget was that 
industrial output would expand and play a key role 
in filling a gap left in the home market caused by the 
diversion of exports on an increasing scale into 
overseas markets. 

Ап official explanation of why output has declined 
was put out by the Treasury recently through its 
monthly information bulletin. It points out that in 
the first ten months of 1952 industrial production 
was 3 per cent lower than at the same time in 1951. 
There were, it continues, four reasons for this. 

The first of these was the shortage of raw materials, 
a problem which appeared early in the year but which 
has eased off considerably in the second half of the 
year. The second factor was the decline in the 
demand for goods at home and the third was the 
decline in the demand for British goods abroad. А 
fourth factor has been the running down of manu- 
facturers’ and traders’ stocks and this is, of course, 
to a large extent a consequence of the second and 
third factors. 

Reasons are also given for the rather serious fall in 
both the volume and value of exports. The bulletin 
points out that if seasonal factors are ignored the 
main decline has been in consumer goods. This has, 
in turn, been caused by a fall in incomes in overseas 
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countries of the sterling area and to the introduction 
of import restrictions in certain Empire countries as 
a means of defending their balance of payments. 
Some non-sterling area countries have been in a 
similar position. 
Output and Exports 

It is thus apparent that an entirely different pattern 
has emerged of the economy as a whole towards the 
end of this fiscal year. It had been expected that the 
diversion of resources to export and defence would 
leave a gap in the supply of goods on the home 
market which would be inflationary unless there was 
to be something like a 4 per cent rise in output. 

In fact, there has been a 3 per cent fall and also a 
decline in exports. There has also been a slower 
gathering of momentum in the arms programme than 
bad been originally anticipated. In other words, the 
diversion of supplies has not been as large as was 
forecast and the consequent gap has been smaller. 
In addition, there has been a recession in consumer 
goods, notably in textiles, and a buyers' strike which 
has lifted only comparatively recently. The last, in 
particular, has probably helped to offset inflationary 
potential as well as the short fall in armaments. 

If this is indeed the case, the Chancellor's pre- 
scription was rather wide of the mark — just as Mr 
Gaitskell's was the year before when he budgeted 
on the assumption of no noticeable increase in prices. 
It is beginning to look as if the country has just about 
carried out the Chancellor's expectations (judged on 
the criterion of successful control of inflation) by 
everything, both industrial output and the consump- 
tion of goods including exports, balancing out at a 
lower level. It will therefore be possible for the 
Chancellor to be right for the wrong reasons. 

There are still over three months to go before 
Budget day and the final impact of Government 
outlay on the national product will not be fore- 
seeable for some time – not at least until later in the 
current quarter when the flow of receipts from 
taxation makes its seasonal upswing. It is known that 
Government outlay has been heavy (so much has 
been clear from the trend of the Government's short- 
term debt). It will be interesting to see if the Chan- 
cellor's other estimate of f/100 million for industrial 
capital investment has been held to and what has 
been the effect on the investment side of the Govern- 
ment's housing programme. 

It is not beyond the bounds of possibility that 
fiscal planning will soon hold about as much public 
esteem as the other sort of planning which was 
fashionable until recently in the annual economic 
survey. | : 

Traffic Takings and Recession 

There is some evidence now that the recent recession 
in certain industries is having an effect on rail and 
road freight activity. By the same token, the con- 
tinued resilience of purchasing power, except for 
certain areas where unemployment was acute over 
the summer months, is helping to prevent passenger 
takings from showing a similar sluggish trend. 
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It is not so much that goods takings are lower 
measured in absolute terms as that the increase in 
freight rates has not so far brought anything like a 
commensurate advance in receipts. 

- On the railways, passenger receipts for the first 
forty-eight weeks of the year were {101-6 million 
compared with {98-8 million for the same period of - 
1951. This represents an increase of about 3 per cent. 
Over the same two periods, goods traffic brought in 
£251 million in 1952 and £240 million in 1951. 

When it comes to road transport, British Road 
Services showed a decline of almost exactly a million 
pounds to {70-7 million over the same forty-eight 
weeks. Road transport receipts (including in that, 
London Transport) increased by {10 million to 
£105°8 million. Inland Waterways showed a slight 
increase as well. . 

It would seem, therefore, that the decline in 
industrial activity in the summer and early autumn has 
caused transport takings to lag behind the results for 
1951. Less coal consumption and smaller movements 
of other bulky loads with a shrinkage in light goods 
and parcels traffic would be expected to follow, with 
a certain time lag, the lower trend of activity in 
industry. For the same reason, it is reasonable to 
expect an improvement in takings towards the end 
of the year. Whether the recovery, if and when it 
comes, will put back the rate of receipts to where they 
were at the same time a year earlier is another 
question. 

As Others See Us 
One of the most interesting reports which has come 
out of the O.E.E.C. deliberations during December 
has been the experts’ views on the outlook for this 
country. Their findings are quite distinct from the 
opinions and so on exchanged from time to time at 
ministerial level. They are also impartial in their 
judgment, in the sense of not having to take account 
of any policy ruling or directive except to report and 
comment as professional economists. 

'Their diagnosis is, on the whole, favourable. 
Recent. developments in the United Kingdom give 
ground, they think, for hoping that it may be entering 
upon a period of price and wage stability, a necessary 
development if exports are to be boosted. They аге 
somewhat less sanguine about our industrial output 
prospects. They point out that Britain is trying to 
raise its gross national product at the rate of about 
43 per cent a year at present and that this will put a 
severe strain on the engineering and metal industries 
which an improvement in the supply of steel may not 
particularly help to ease. 

They are frankly critical of the amount of fixed 
investment going forward which they consider quite 
inadequate. T'hey are also uncomplimentary about 
company taxation and consider that present rates are 
preventing risk capital from getting to industry. 

_ Above all, they think that this country's major task 
is to adjust its production to the pattern of demand 
in its markets. They emphasize the need to keep the 
employment of all resources comparatively flexible. 
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FINANCE AND COMMERCE - | 


The £20 million Anglo-Iranian debenture issue is the 
outstanding item for the stock market New Year. 
Tying up of money in this operation, coupled with 
. taxation. demands, is likely.to divert investment 
funds from general market: purposes. 


Brewery Regrouping : 
The expansion of J. W. Green Ltd since the war has 
been symptomatic of brewery trade conditions in 
recent years. Steeply rising costs have resulted in 
regrouping in the trade and a number of smaller 
undertakings have been merged with leading con- 
cerns. In the year covered by the group accounts 


reprinted this week, the J. УУ. Сгееп- group was 


increased by the ‘acquisition of Mowbray & Co Ltd 
on March r4th, 1952, and E. K. & H. Fordham Ltd 
on September 30th. 


'The consolidated balance Jia shows the effect of. 
both these acquisitions and the consolidated profits, 


and loss account includes a full year’s profit of Soulby, 
Sons & Winch Ltd, acquired in the previous year, and 
the. profits from April rst to September 3oth of 
Mowbray & Co Ltd. Profits of E. K. & H. Fordham 
are not of course included, being treated as capital, 


the acquisition date coinciding with the end of: the l 


J. W. Green financial year.: 

During the current year the company has expanded 
further and has acquired R. Fenwick & Co, of 
Sunderland, a wholly-owned subsidiary of George 
Younger & Son. This purchase, as, in the case of 
previous operations, has been carried out through an 
exchange of shares. The J. W. Green organization 
now controls some 1,100 licensed houses in the south, 
midlands and north-east of the country. 

The accounts are presented in a revised form, much 
of the detail formerly included in the balance sheet 
now being: ‘shown in separate notes., 


Catching Up 
Considerable progress has been made by J. А. 
Prestwich Industries Ltd in clearing its tax position, 
Formed to acquire the J.A.P. motor business, the 
initial accounts to July 31st, 1951, covered a period of 
six weeks’ operations to enable the tying up of loose 
ends in connection with the company’s formation, 
The main point then stressed: was that reserves for 
taxation created in the pre-acquisition period in the 
subsidiaries’ accounts became capital for group pur- 


poses —in contrast, it may be noted, to the recent. 


case of the British Motor Corporation. 

^ Due to a post-war record of. operating Бебе at 
£325,655, a satisfactory amount of leeway has been 
made up. The 1951-52 income-tax balance of £64,825, 
the 1952-53 income-tax of £106,123,. as well as 
£20,000 towards 1953-54 liability, £46,000 for profits 
tax and £500 for excess profits levy, are all found from 
` the year's earnings. In effect, therefore, the company 
has covered twenty months' taxation, the 1951—52 


balance being two-thirds, and in addition, has pet up 


a deferred taxation reserve of £20,000. 

In explaining the position to shareholders, Mr J. A. 
Prestwich, the chairman, says: Ла actual ptactice 
what is happening is that the pre-acquisition income- 
tax reserves, now frozen аз capital, will become true 
reserves as and when we can catch up on our figures, 


and it should not be long now before all taxation, 


current and future, will have been provided from 
post-acquisition revenue, as we have dealt witli ki 
months extra in these accounts.’ » | 


Good Example 


Very slowly the number of companies issuing interim 
and quarterly statements is growing. The directors 


.of London: & Overseas Freighters are adopting the 
practice of issuing six-monthly financial stateménts as 


a prelude, possibly, to quarterly statements in future 
years. The statement for April-Septémber of this 
year shows profits'of more than £400,000 conipared 
with £532,928 for the full 1951-52 financial year. It 
gives. the formation of the company’s fleet at Sep- 
tember 30th, and how many ships were operating 
during the six months’ period and for how long. 

In addition it is stated that the book value of the 
company’s fleet was ovér {5,100,000 and that рау- 
ments on new tonnage’ totalled £1,200,000. New 
shipbuilding was being financed to the extent of 


£1,675,000 by bank loans at September 3oth. At the | 


end of this month the company expects to ‘take 
delivery of the first of its 24,750-ton tankers. 

All these. facts are set down simply and precisely; 
and in a few words and figures shareholders are pro- 
vided with the broad outline of the company’s 
position. How many boards .of shipping companies 
will be bold enough to follow this good example? 


Figures Needed 
While comment from the board on an interim divi- 
dend is something to be encouraged, in so far as it 


" might lead, i in time, to a realization that shareholders 


do appreciate some indication of the affairs of their 
company between publication of one year's accounts 
and the next, it has happened several times recently 
that such comment has really amounted to very little. 
One example was the recent instance of British Таг 


-Products Ltd, where the directors, announcing a 


reduction in interim from 74 to 5 per cent, added 
that the payment.'does not necessarily bear any 


relátion to the rate at which profits are being earned’. 
Plain figures would avoid all the uncertainty: that 


such a vague statement creates. 


Money Market | 
Treasury bill applications totalled РЕ. доо оп 
December 24th and bidding: at £99 75. 11d. the 
market obtained 69 per cent of requirements. The 
average rate was £2 85. 4'364. per cent and this 
week’s offer is £180 million. 
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J. W. GREEN LIMITED 


Consolidated Profit and Loss Account of the Company and its Subsidiaries for the year ended September Mth, 1952 


(Including the results of new subsidiaries for the respective periods since acquisition) 








20 
1951 
£ £ 

383.105 

124 

1,738 

1054 

1,463 
4,379 
387,485 

3,750 

8,507 

1,600 

65! 

14,608 

из 

51,22! 

23.510 

4,805 

94257 —— 
293,228 

78,300 

83,414 

161,714 —— 
131,514 
1,605 
129,909 

10,000 

14,425 

244258 ——— 
105,484 
71,297 
17681 

21,591 

9,476 

42,105 

73,172 

4,200 

68,972 ——— 
107,809 

9,140 

10,000 

19.140 —— 
88,669 
18,509 


. Total Balance carried forward by the Group 


Trading Profit of the Group before charging or crediting the items enumerated below (see Note C) 
Add: 
Income from Trade Loans (gross) 
Income from Trade Investments (gross) A Ss 
Income from British Government and other Securities (tross) En s 
Bank and other Interest (gross). . 


Deduct: 
Emoluments of the Directors of J. МУ, Green Ltd: 
Other Emoluments  .. $e si oe Р Ба va m e. 
Pension .. ae : ET - а an ae 


Contributions to Pensions ad Life ГРЕЯ Scheme 


Amortisation of Leasehold Property (ro provision has been made for Чаргесавря of ен 
Properties) sis 


Depreciation of Plant sid Edulpment ate ES 
Interest on Debenture Stock and Mortgage Loan ај 
Deposit and other Interest (Including Slate Clubs) .. 


Group Profit before deducting Taxation Vs và La 


Taxation based on the above Profits, after taking into account benefit of £12,000 (1951, £19, іп 
respect of expenditure charged to provision 1 or deferred repairs and £10,000 (19 т, £91000 In 
respect of Initial allowances. . 


Profits Tax .. ss m * 
Íncome Tax (of which there has been шоа to hese (x fature lnem Tax 1953-54, £156 34) . 


Less Dividend payable to Minority Shareholders 


Net Profits of the Group attributable to the Shareholders in J. W. Green Ltd 
Deduct Profits of the year retained In the Accounts of Subsidiaries: 
General Reserva .. " 42 .. 
Profit and Loss Aun. 


Profit for the year of J. W. Green Ltd .. 
Balance brought forward from last account 


Available for Appropriatlon 
Dividends: 
оте 5$ par cent онов pene alates for the var to зарир, M 1332 (less neon 


Interim Dividend о on aiko Ordinary Shares of £1 hhi at 4 per cent ven incon Te). 
Proposed Final Dividend on the Ordinary Shares at 16 per cent (less Income Tax) 


Less Amount Included above payable on Shares issued on September Sud 1352 Па Рене mm 
1951), to former Shareholders In a subsidiary acquired on that date. 


Transfers to Reserve Accounts: 
Debenture Stock Sinking Fund — .. TN ЈЕ 
General Reserve... ae .. es ET 


Balances carried forward: 
1. МҮ, Green Ltd .. E 25 A Iz 
Subsidiaries .. m sa 29 2 n 


(Notes not reproduced, ~ Editor.) 





4,945 
9,580 
1,600 

624 


16,749 





113 
65,701 
30,418 
10,813 





483.823 





123,794 


367,788 


8,036 


4374 








19,836 








200,215 


84,550 
115,665 





19,836 





£118,712 
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CORRESPONDENCE 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions 


Letters must be authenticated 
Professional Fees 


Sin, – Whereas I agree with ‘Dolan’ (December 13th, 
1952) that the ‘Average provincial trader has no con- 
ception of the proper value of professional services’, 
it is my opinion that both they and ‘Perplexed but 
Hoping’ (November 8th, 1952) fail to mention one 
very crucial and basic factor of the subject about 
which they write. 

Lest it be considered that I am unqualified to 
express the views submitted below, may I, solely in 
this connexion, state that I set up to practise in a 
provincial city nineteen years ago, with results today 
yielding just under £10,000 gross fees per annum at 
that office, with a further £3,500 or more from a 
country branch. 

It is my experience that it is unusual rather than 
usual to receive instruction for which fees can be 
charged fairly on a time basis. By far the greater part 
of the work of provincial firms, except the old- 
established few and specialists, is, I suggest, resultant 
on the demands of the Revenue or other obligatory 
causes, and in charging for such my own constant 
experience is that I must either moderate my fees so 
as to be competitive with the ‘quack up the street’, 
or otherwise expect to lose it. For this and for no 
other reason am I failing to make an income com- 
parable with what 1 know to be that of other profes- 
sional men of similar status. 

It is my opinion that not until: 

(a) the practice of public accountancy is made a 

profession that is protected, as, for instance, 
_are law and medicine; 

(5) its ranks closed to all except those who comply 
with a standard of entrance and of professional 
ethics such as are required by the Institute; and 

(с) any such as do not conform to these рге- 
requisites are prohibited from giving a сег- 
tificate of any kind to accounts of any nature; 

will fees be stabilized and the professional accountant 
who puts up his own, as distinct from his prede- 
cessor’s, brass plate, be able to make a profit income 
in keeping with that of his professional cousin. 

You report (November 29th, 1952) that the 
President of the Institute at the dinner of the Bristol 
Society referred to the intrusion of the ‘quack’. It is 
indeed encouraging to observe that the position is 
not altogether unknown nor unrecognized by the 
Council, but it would be more encouraging still could 
we have a pronouncement from them either as to any 
steps that they may now be taking in the matter in 
general, or otherwise as to the difficulties that are to 
be. faced even in dealing with the subject as one of 
long-term policy. 

. Is it not high time that, in the absence of such an 
exposition from the Institute, we provincial account- 
ants agitated for submissions to be made, if necessary 


essed. 
the name and address of the writer, not necessarily for publication, 


in the House itself, with a view to giving to him that 
protection to which is entitled the genuine accountant, 
loyal to his conscience, his country and his profes- 
sional body? 
Yours faithfully, 
PROVINCIAL F.C.A. 


Тће Farmer who gave up his Farm 
Sir, - With reference to ‘D.G.A.’s’ letter included 
in the issue of The Accountant of December 13th, 
1952, and Mr Wilfred Tullett’s comments on the 
points raised, I would like to confirm that normally 
if ‘Mr Greenlanes’ bought ‘Merrilees’ with the 
intention of farming it himself, having sold ‘Wide- 
acre’, he will be regarded as continuing to farm and 
cessation provisions will not apply. 

However, I have quite recently settled a case with 
the Inspector of Taxes where the owner sold farm A, ` 
was employed as farm manager on the farm he sold, 
and then bought farm B. The Inspector pointed out 
that it was not the usual practice to apply cessation 
provisions where a farmer removes from one farm 
to another, with or without an interval of time. As, 
however, the interval in this case extended to a com- 
plete tax year but for two days, he granted cessation 
provisions, as a concession. | 

Yours faithfully, 

Guildford, Surrey. N. А. TOLPUTT. 
An Accountant’s Practice: Basis 

of Valuation 


бтв, – I wonder if any of your readers could advise 
me what is the current method of arriving at the value 
of goodwill of an accountant's practice today. Is the 
calculation based on so many years’ purchase of the 
gross fees or so many years’ purchase of ‘net’ profit? 
The query concerns a fair-sized general practice 
located in London with several provincial branches. 
Yours faithfully, 
PURCHASER. 


Section 196, Companies Act, 1948 
Sir,—A holding company and its subsidiary have three 
directors A., B., and С. A., the managing director, 
and B., the chairman and sales-director, are directors 
of the holding company and the subsidiary, receiving 
fees and other emoluments. C. is a director of the 
subsidiary only, but acts as salesman to the holding 
company and the subsidiary, receiving a salary from 
both companies for these services, plus fees as director. 
What is the correct presentation of the aggregate 
emoluments of the directors in the accounts of the 
subsidiary, the holding company and the group 
accounts? Readers’ views will be appreciated. 


Yours faithfully, 
к“ 


BRICKS. 
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Television Maintenance Insurance 


Sir, ~ Information is sought regarding the treatment 
for income-tax purposes, of. premiums received by 
retail television dealers for the maintenance by them 
of television receivers sold to customers. 

It appears to be customary for such dealers to 
undertake the maintenance of sets upon payment of 


annual premiums varying with the type and price . 


of the models sold; the cover including the renewal 
of the cathode ray ‘tube when necessary. 

During the first year of insurance, in the majority 
of cases, there are very few repairs necessary, and 
it is only towards the end of the second year, or 
during the third year, that the dealer is called upon to 
carry out any extensive repairs or renewals. 

The premiums are, of course, based upon the 
anticipated cost of maintenance over a period of 
years, and the credit balance on premium account 
during the first and second years will be largely 
swallowed up during the third and subsequent years. 
If the premiums are to be treated as income for tax 
. purposes, approximately one-half thereof will, of 
course, be paid to the Revenue, and will not be 


available for the purpose for which they were paid 


when the necessity arises. 

The experience of readers regarding this matter 
would be appreciated. ' Yours faithfully, 

; T.V 


Valuation of Stock: 

Sm, - In Mr Strachan's otherwise admirable dis- 
cussion of methods of valuing stock-in-trade, 
ublished in your issue of December 27th, 1952, it 
is to be regretted that he did not amplify his views on 
the valuation of stock at standard cost. He leaves it to 
be supposed that this method of valuing stock is ruled 
out, and his only argument for this view appears to 
reside in a quotation he makes from The Accountant 
of September 13th, 1952, where a rather unusual 
example was mentioned. 

There is much more to be said for valuing manu- 
factured stock at standard cost than appears to have 
occurred to Mr Strachan. Indeed, one wonders what 
sort of value the standard costs were in the case 
mentioned. It is to be supposed that Mr Strachan's 
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objection to the method is expressed in the quoted 
sentence: | 
‘We could not have continued to ignore the ever- 
rising trend of variances from standard, without i in 
the long-run distorting the results.' 

Now, a standard cost deals primarily with is 
physical bases of manufacture. ТЕ is concerned to 
state what, under some given degree of efficiency; 
should be the total expenditure of material and time 
required to produce the given commodity. For 
accounting purposes it is obvious that these physical 
quantities must be converted to money values. 
When this is done, unless revisions are made period- 
ically to allow for increases in the market price of 
materials and labour, the resultant standard cost will 
express only what the cost was once upon à time. 
Such a figure might be useful in circumstances where 
it is necessary to treat the resultant variation as ari 
overall burden on the business; but such a standard 
cost normally would be quite worthless for valuation 
of stock-in-trade. 

Are increases in price levels either of the material 
or labour usually treated in this way and allowed to 
drift into a general variation? It is my impression – 
and I could quote from standard works on costing 
— that standard costs are revised to conform to 
supernormal or subnormal conditions, but more 
particularly to allow for persisting alterations in the 
pee of material and labour. If this be done, it 

ecomes clear that the variation resulting, retains 
its essential characteristic as a production variation 
unaffected by market fluctuations. In such circum- 
stances 'an evér-rising trend of variances from 
standard’ would mean an ever-falling degree’ of 
efficiency in the organization. Confronted with such 
a situation one would have thought the logical course 
to pursue would have been to adhere more rigidly 
than ever to the practice of valuing stock at standard 
cost, since it would be known that the output of the 
concern was being produced under conditions which 
were rapidly becoming uneconomic. 

It would be interesting to know the views of your 
readers on this subject. Yours faithfully, 


Southgate, N14. S. Е. RUSSELL, F.c.w.a. 


REVIEWS 


Economic-Essays 
by R. F. Harrod . | 
(Macmillan & Co Ltd, London. 18; net) 


This is a collection of fifteen essays by an author 
whose dynamic approach to economic’ problems is 
well known. Some are reprints of old articles, some 
are new, and two are copies of the author's submis- 
sions to Royal Commissions – on population and on 
equal pay. The essays are grouped under three main 
headings: man-power, competition and employment, 
with what ‘Mr--Harrod calls ‘a ey my into 
political science’ to round it all of. .  . 


The Vict part of the book is the section on 
*Competition', represented by eight essays liberally 
spiced with diagrams and algebraic symbols, and 
ending with what amounts to a faint raising of the - 
eyebrows on discovering that society at large does not 
really think profiteering а good thing, but does not 
know quite what to do about it: | 

It is, however, the third section of this рне 
collection which shows’ Mr .Harrod at. his best- 
pertinent to the outstanding problem of today. and, 
with a Keynesian background, seeking to analyse 
and develop a theory of economic вени in. an 


advancing community. . 
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аав in Economics 
` by Prof. A. С. Pigou, M.A. 
. (Macmillan & & Со Ltd, ‘London. t 55 net) 


This i is a collection of: eighteen essays which were 
· written over a period of twelve years from 1939 to 


1951, and most, have been published previously. For. 


the most part, those with little specialist knowledge 
of economics will find them easy to read and assimil- 
ate. They provide a thoughtful and profitable survey 
of a number of important topics wich ss the gold and 
· dollar reserve, employment policy, the food subsidies 


and the inflationary gap. Many of them are of much _ 


more than historical or theoretical interest; indeed, 
some of the discussions are most topical, as, for 
example, the explanation of Britain’s 3 ability to invest 
, large, sums in the Commonwealth since 1946 whilst 
running a large deficit on her external trading account. 


THE. ACCOUNTANT а 23, 


Мо doubt Professor -Pigou enjoyed- writing Pe 


. essays (and delivering at least one of them as a formal 
lecture). Anyone with an interest in economic 


matters and a good grounding i in the Pet will 
SHADE enjoy reading them. ; :, Th 


- RECENT PUBLICATION s 


ACCOUNTING - PROBLEMS M Answers, by Joseph C. 
.Schabacker and. Paul Schroeder, xii + 212. pp. 
8 х s. $1.50. Barnes & Noble Inc., New. York, - 

Tur BILL ом LONDON, OR THE FINANCE OF TRADE ВУ 
. BILLS ов EXCHANGE. 95 pp. 9$ X +. 155 net. Chapman. 
& Hall Ltd, London. 

THE COMMERCIAL Law oF SCOTLAND, by W.D. Esalemont; 
M.A., ва. Fifth Edition by Frank Ramsay, вл; 328 pp.. 
84 x 54. 212 net. William Hodge & Со Ltd, London. 

WHITAKER’S ALMANACK, 1953. 1174+ xxv pp. 74 X 5. 

. 155 net, shorter edition of 676 pp., paper bound, 7s 64 
net; Library. edition, leather bound, 30s net. J. Whitaker 
& Sons Ltd, London. 


TAXATION CASES | 


Bridges о: Watterson 
In the High Court of Justice (Chancery Division) 
. November 6th, 1952 

(Before Mr Justice HARMAN) 

Income-tax — Pension — Contributory scheme — Refund 
of excess contributions to personal representatives — 
„ Whether pension represents a repayment of contri- 
butions — Income Tax Act, 1918, Schedule D, Case У, 

The respondent received a: pension from the 
Canadian Pacific Railway Company, the amount he 
received in the yeàr 1949-50 being £166 17s od. 
The pension schéme was а пи ва one and 
pensions were payable at the age of sixty-five. If an 
employee left the service-of the company or died 
before the retirement date, his contributions were 
refunded to him: The amount of the pension was 
calculated on the period of the einployee's service 
and his rate of remuneration during the last ten years. 
À pension could be extended, at the employee's 
request, to his widow. If the employee died before 
the aggregate of the pension payments to him 
amounted to as much as the aggregate of his con- 
fributions, the excess of his contributions was 
payable to his personal representatives. The respond- 
ent retired in March 1948, and his, contributions 
‘amounted to: £21935 od, so.that during the. first-year 
after his retirement the. £166 175 od. which he 
‘received did not amounit.-to- as much. ав his total 
contributions. : -. 

“It was сале оп ‘behalf of the ИТТЕ that 
he..was entitled to :two. rights: (1) a: refund of his 
-contributions, (2) a pension over and above his total 
contributions; апа. that until. the amount ог: his 
‘contributions ‘had been reached, áll- payments .to 
-him were in. respect:of:the first of these rights. — .. 

Held, that the £166.17: od was a payment of pension, 


Full reports of tbe cases summarized і in this column will be published, with Notes on ће Judgments, 
in the Annotated Tax Cases. . 


and was, therefore, assessable, under Case V of 
Schedule. D, as income from a foreign possesion: 


: In re Longbourne | 
In ihe High Court of Justice (Chancery Division) 
November sth, 1952 | 
(Before Mr Justice WYNN-PARRY) 
Estate duty- Passing of -property — Life interest — 
Annuity – Death of tenant for life ~ Whether slice for 
producing annuity deductible — Finance Act, 1994 
Sections г, 2 (т) (5), 7 (7). 

· Under a marriage’ settlement the deceased was the 
tenant for Ше with remainder to her daughter. At the 
date of her death the deceased’s first husband.:was 
in receipt of an. annuity created by the settlement. 
The trustees had power-to set aside а fund to answer 
annuities, but.they had not exercised that power; . 

.'The Crown contended that, at the. death of.the 
deceased, the whole of the property subject to the 
settlement passed for estate duty purposes. On 
behalf of the trustees it was contended that in calcu- . 


_lating the value of the property that passed on the 


death of the deceased, there should be.a deduction 
represen the value о Һе slice of the trust fund 
which would be. sufficient. to produce the amount 
of the annuity; and that only the balance representing ў 
the value of the PERS passed on the life tenant’ 8 
death. .. 

; Held, (1) that on the death of ilis tenant nm life 
the whole of the settled property passed; (2) that the 
annuity was a burden upon the property, and- that 
the value of the burden had.to be deducted; (3) that 
the amount of the deduction was the amount 
representing е: value of the ann at the date of 
the deceased's death; and (4) that Muss viue should 
be calculated Sis iE - D es 
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LIVERPOOL SOCIETY 
OF CHARTERED ACCOUNTANTS 


ANNUAL DINNER 


The annual dinner of the Liverpool Society of 
Chartered Accountants was held at The Adelphi Hotel, 
Liverpool, on Friday, December 19th,’ 1952. The 
President of thé Society, Mr С. №. Fullagar, F.c.a,, 
was in the chair. Nearly 200 members and guests 
attended, and were received by Mr Fullagar and by 
Mr T.-B. Robson, M.B.E., M.A., F.C.A., President of The 
Institute of Chartered Accountants in England and 
Wales. А 

Among the guests were Sir John Nicholson, Bart.; 
Colonel J. С. B. Beazley, M.C., J.P., T.D., D.L., Chairman, 
Mersey Docks and Harbour Board; Mr H. D. Oak- 
shott, M.B.E., M.P.; Mr R. M. Synge, M.c., Chairman, 
Liverpool Stock Exchange; and 
Messrs К. W. Bankes, с.в.к., B.A; J. Н. Bradley, A.C.A. 
(President, Liverpool Chartered Accountant Students’ Associ- 
ation); E. P. Broome, F.c.a. (President, Nottingham Society 
of Chartered Accountants); Lieut.-Col. P. С. R. Burford, 
T.D., M.A. (Secretary, Incorporated Chamber of Commerce of 
Liverpool); Messrs Douglas A. Clarke, LL.B., Р.С.А. (Chatr- 
‘man, London and District Society of Chartered Accountants); 
Derek du Pré (Editor, ‘The Accountant’); J. Ellis Evans, 
O.B.E., T.D., J.P., Е.С.А. (С › Chester and North Wales 
Branch of the Society). - 

Messrs A. К. Ferguson, A.C.A. (Official Receiver in Bank- 
тирісу); W. Gerwyn Jones, r.c.a. (President, South Wales 

Monmouthshire Society of Chartered Accountants); 
H4 James Gittoes, J.P., F.C.A. (President, са icd and 
District Soctety of Chartered Accountants); E. W. Hall, 
F.C.W.A. (President, Institute of Cost and Works Accountants 
(Liverpool Branch); S. W. Hanscombe, M.B.E., A.8.A.A. 
(President, Incorporated Accountants’ District Society of 
Liverpool); C. A. Harrison, O.B.E., F.C.A. (President, Leeds, 
Bradford and District Society of Chartered Accountants); 
N. B. Hart, O.B.E., T.D., D.L., M.A., LL.B., F.C.A. (President, 
Hull, East Yorkshire and Lincolnshire Society of Chartered 
Accountants). 

Sir Rex J. Hodges, J.P. (General Manager and Secretary, 
Mersey Docks and Harbour Board); Professor F. E. Hyde, 
M.A., PH.D.(ECON.), F.R.HIST.8. (Dean of the Faculty of Arts, 
University of Liverpool); Messrs A. S. Maclver, M.C., B.A. 
Sareta, The Institute of Chartered Accountants in "Eng- 

ales); Bertram Nelson, J.P., F.8.A.A. (Vice-Presi- 
dent, ronds of Incorporated Accountants Auditors; 

Chairman, Incorporated Chamber of Commerce of Liverpool); 
С. Price (President, Liverpool and District Bankers’ Insti- 
tute); Н. К. Pruddah, LL.B. (President, Incorporated Law 
Soctety of Liverpool); C.F. Reid, F.R.1.¢.8., ВАЛ. (Ckatrman, 
Chartered Auctioneers and Estate Agents Institute (Liverpool 
and District and North Wales Branch); E. E. V. Rowley, 
A.C.A. (President, Leicestershire and Northamptonshire Society 
of Chartered Accountants). 

Messrs К. W. Smith, 0.3.8., T.D., F.C.4. (President, South 
Eastern Society of Chartered ' Accountants); C. H. Spence, 
мер F.F.L.A. (President, Insurarice Institute of Liverpool); 
С. Н. Sykes, F.R.1.C.8., F.A.I. (Chairman, Royal Institution 
of Chartered Surveyors ' (Lancashire and Cheshire and Isle of 
Man Branch)); E. С. Turner, M.C., F.C.A. (President, Man- 
chester Soctety of Chartered Accountants); F. M. Wilmot 
(H.M. Principal Inspector of Taxes). 


‘Back-room Boys’ of Shipping and Industry 


The toast of “The Port of Liverpool’ was proposed 
by Sir John Nicholson, who said that there was a 
‘harsh reality’ about Liverpool people found nowhere 


else in the world, and that Liverpool itself had a way 
of ‘bringing one’s feet back to earth’. 

Responding to the toast, Colonel Beazley said that 
ever since the first ship sailed from the Old Haven, 
accountants had been doing their best to keep genera- 
tions of shipowners from falling overboard’ into the’ 
sea of insolvency; that they had succeeded was proved 
by their stability and influence in the maritime industry 
of today, and by the world-wide expansion of British 
shipping over the centuries. 

Colonel Beazley concluded: 


“The work of members of The Institute of Chartered 
Accountants always seems to pass unapplauded – they are 
indeed the “‘back-room boys" of shipping and industry, but 
they seem well content to juggle with their figures in an 
atmosphere of obscurity.’ 


Proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Mr Oakshott 
spoke of the high standards maintained by members 
of the Institute and of the need for them to be fully 
acquainted with the many present-day changes. 

Mr Oakshott continued: 


"We who are not accountants do recognize the high 
standards which are insisted upon in your profession, and 
the hard work that you have to undergo to pass those 
examinations of yours. 

‘In the present complexity of financial legislation of today 
there is room for those of your profession who have reached 
the standard long insisted upon from your members, and as . 
a society we all owe you a very great debt of gratitude.’ 
(Applause. ) 


Stock Valuation 


In the course of his reply to the toast, Mr Robson 
referred to the problems which are inherent in stock 
valuation. He said: 


‘All of you here know how important in derermining the 
profit or loss of a business for a year are the valuations 
placed upon the stock-in-trade at the beginning and end of 
the period covered by the account. These valuations are 
beset by special difficulties at «ће present time. 

‘In many businesses the sellers’ market is over. It is no 
longer prudent to buy whatever raw materials are available, 
ге ess of price and of the probability that the purchase 

ill throw the stock out of balance. Unfulfilled orders for 
supplies given long ago are an embarrassment, both as to 
price and as to quantity, and orders given by customers for 
future delivery cannot be taken up. In some industries prices 
have fallen and the prospects of disposal of production at 
anything like profitable margins have diminished or dis- 
appeared. 

"This change has not yet affected all types of businesses, 
but in some trades it has been especially noticeable. It has, _ 
therefore, as do most changes in business affairs, had ita 
repercussions on the work of our profession. People who 
have never had experience of the meaning of “‘market value” 
in relation to the expression “the lower of cost or market” are 
having to consider it as are others of longer experience. On 
this and other questions of principle the chartered account- 
ant ought to be able to help with advice and opinion. : 

"To fortify you in advising I commend an old friend, the 
Institute's Recommendation X, which was issued in 1945. 
It will not answer every question, but it does give a lot of 
useful guidance as to the principles on which the best 
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practice proceeds. In times like these the consistent applica- 
tion of sound principles in stock valuations is of the greatest 
importance in determining whether the profits shown by 
accounts are fairly stated. As accountants we have a great 
duty to perform in this matter; the greater the attention we 
give to it in our district society discussions and in our own 
offices and those of our clients, the more useful to the 
community we shall be. 


FIFO, LIFO, NIFO, and SASO 
‘People are fond of initial letters nowadays. We hear of 
stock valuation methods called FIFO, LIFO and niro. These 
and other methods have their protagonists and I do not 
propose to discuss here their individual merits or suit- 
ability in particular cases. One method which must, how- 
ever, be avoided by all is the “saso” method. That is the 
“зау so" method, where the business man thinks of a value 
and selects it by his own say so, without any regard to 
principles or their consistent application. T'he use of such 
a method can only invalidate the significance of accounts 
as an indication of profits or resources and render them 
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useless both for management and the investor, аз well 
as for the tax gatherer. As accountants and as auditors we 
must set our faces steadfastly against its use and ensure that 
as far as practicable the accounts with which we deal are 
based on stock valuations which result from the consistent 
application of recognized principles. We have moved a long 
way from the day, if, indeed, it ever was, when the auditor 
could accept stock valuations merely on the strength of 
somebody’s “зау so”? without inquiring into and testing 
them to the best of his ability.' (Applause.) 

The toast of ‘Our Guests’ was proposed by Mr 
W. P. Scowcroft, A.C.A., Vice-President of the Society, 
and Mr Synge responded. 

Mr К. С. M. Harding, B.A., F.c.A., proposed a toast 
to the chairman. In his reply, Mr Fullagar, who was 
greeted with applause, paid a high tribute to the work 
done by the dinner committee and expressed apprecia- 
tion of the way in which Mr Т. A. Macfarlane, B.A., 
A.C.A., Hon. Secretary of the Society, carried out his 
many duties. 


NOTES AND NOTICES 


Personal 

Messrs Fisner, HOFFMAN & Co, Accountants and 
Auditors, of Mutual Buildings, Corner Commissioner 
and Harrison Streets, Johannesburg, South Africa, 
announce that Mr ARNOLD LEVENBERG, С.А.(8.А.), 
A.C.W.A., has been admitted into partnership and 
that the firm of CYRIL FISHER & LevENBERG has been 
dissolved. 

Messrs JouN M. Winter & Sons, Chartered 
Accountants, of 39 St James’s Street, London, SW1, 
announce that as from January rst, 1953, they have 
admitted into partnership Mr Мовг С. SMITH, A.C.A., 
who has been associated with the firm in a managerial 
capacity for some years. 

Messrs MorrisH, Watters & Со,' Chartered 
Accountants, of Provincial House, 98-106 Cannon 
Street, London, EC4, announce that their senior 
partner, Mr Накогр Ратом WALTERS, F.C.A., retired 
from the partnership on December 31st, 1952, after 
fifty-six years in practice in the City of London. 
They also announce that, as from January 186, 1953, 
they have admitted into partnership Mr ANTHONY 
TALBOT REED, A.C.A., and Mr Harry JAMES ROBINSON, 
A.C.A., who have been senior members of their staff 
for some years. The name of the firm will remain 
unaltered. 

Messrs Knox, CROPPER & Co, Chartered Account- 
ants, of Spencer House, South Place, London, EC2, 
announce that, as from January rst, 1953, they have 
taken into partnership Mr R. Cassy, A.C.A., who 
served his articles with the firm and has been associ- 
ated with them for a number of years. The style of 
the firm will remain unchanged. 

Messrs STEAD, TAYLOR & твар, Chartered 
Accountants, of то The Temple, Liverpool, 2, 
announce that as from January rst, 1953, they have 
admitted into partnership Mr LesLie CHARLES 
HAMMERTON, A.C.A, who has been associated with 
the firm for some years. The style of the firm re- 
mains unchanged. 


Messrs SAFFERY, Sous & Co, Chartered Account- 
ants, of 1 Union Crescent, Cecil Square, Margate, 
announce that they have admitted to partnership as 
from January rst, 1953, in their Margate practice 
Mr STANLEY C. PARLETT, A.C.A., A.S.A.A., who has 
been associated with the firm for over fourteen years. 

Messrs THOMSON МсІлмтоск & Co, Chartered 
Accountants, of 33 King William Street, London, 
ЕСА, and 57 King Street, Manchester, 2, announce 
that Mr J. S. Harrower, a.c.a., will retire from 
partnership in the Manchester office on January 
17th, 1953, on taking up a commercial appointment, 
and that Mr James A. Brown, c.a., who has been a 
member of the London office staff for some years, is 
being admitted into partnership at Manchester on 
the same date. 

Messrs ELLIS, PRITCHARD & Co, in association 
with RicHarp Jones & Co, of Haverfordwest, 
Carmarthen, Fishguard and Pembroke Dock, 
announce that Mr О. №. ELLIS, F.c.a., has resigned 
from the practice, owing to indifferent health, as 
from December 318t, 1952. 

Messrs HARRISON SMITH. & HAUGHTON, Incorpor- 
ated Accountants, of 6a North Parade, Bath, announce 
that as from January 1st, 1953, they have admitted 
into partnership Mr THOMAS ARTHUR WYATT, 
А.5.А.А., who has been with the firm for some years. 
The name of the firm will remain unchanged. 

Messrs Forp, Енорез, WiLLiAMS & Co. of 4B 
Frederick’s Place, Old Jewry, London, ЕС2, announce 
that Mr W. О. SMEDLEY, M.C., F.c.a., retired from 
the practice carried on by the above firm and its 
associated firms abroad on December 31st, 1952, in 
order to be free to take up certain directorships. 

Messrs Носс, Вшлллмоке & Co, Chartered 
Accountants, of gr Park Street, London, Wt, and 
20 Copthall Avenue, London, EC2, and of Norwich, 
announce that they have now opened branch offices 
at 54 Rue du Statut, Tangier, Morocco, and 1a 
Tuckey’s Lane, Gibraltar. 
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Mn А. Н. E. арын practising аз BURNE, 
Punts: &. Co, Chartered Accountants, of 207 
Deansgate, . Manchester,. 3, announces that,. as from, 
January. 1st; 1953, he-has taken into partnership his 
son, Mn RICHARD Poynton WILKINSON, B.A., A.C.A., 
and his managing clerk, Ме: BERNARD ALAN Јомвз, 
B.A.(COM.), A.C.A. The style of the firm will remain 
unchanged. · 

. MESSRS KRUGER, FRIEND & Co, Chartered Acco: 
ante, of Princes House, 190 Piccadilly, London, 
Wiz, announce that as from January rst, 1953, their 
address i is 45 Clarges Street, Piccadilly, оправ, Wi. 
Tse tenes Grosvenor 5739. . 


Obituary 
-HERBERT Harvey RUSSELL, F.C.A. 


We have learned with regret of the death on December 
18th, 1952, of Mr Herbert Harvey Russell, F.c.a., 
senior : 
Russell, Chartered: Accountants, and Powell, Jerome 
& Co, ‘Chartered Accountants, both of Eden Place 
Chambers, 71. Edmund Street, Birmingham. 

Mr Russell, who was 70, was admitted an Associate 
of the Institute in 1905 and elected a Fellow in 1919: 
He commenced in practice with the late Mr С. 
Herbert Smith in 1908 and, became а partner in the 
firm of Powell, Jerome & Co in April 1927. ` 

А director ‘of Philip Harris Ltd .and. Leicester 
Hotels Ltd, Mr Russell was also interested in sport, 
being for some years a member of the committee of 
the Warwickshire County Cricket Club and a past 
реа of Central Edgbaston Bowling Club. | 


. Professional Notes 


Mr ‘William Teesdale Turner, A.C.A., chief account- 
ant, of Wilson, Sons & Co Ltd, London, from 1922 
until his retirement in 1947, died suddenly on 
December 17th, 1952, at the age of 65. After quali- 
fying іп 1910, Mr Turner was a member of the staff 
of Deloitte, Plender, Griffiths & Со, Chartered 
Accountants, until 1917, when he joined the staff of 
Wilson, Sons & Co Ltd. ` 

Mr МЕ. Whelan, B.COM., А.С.А., who has, been 

secretary , of Judd,. Budd | ‘Ltd since 1947, has been 
appo ointed to Ше. board of the company. 
H. Grahar Howe, r.C.A., has been appointed 
de lity chairman of The "Rover ‘Company Limited, 

г L. С. T, Farmer, A.C.A., secretary of The 
Rover Company | Limited, has been appointed te to the 
board as ‘commercial director. . 

Mr Ronald C. Jenkins, A.S.A.A., ALM:T.A., has 
been: appointed Chief Accountant to Sheffield City 
Council. . 
` Mr Ancrum F. Evans, T.D., A.C.A., was a member 
of the steering committee, which, under the chair- 
manship of Mr Не Willink, Q.C., has been studying 
the formation of'a College of General Practitioners. 
The Comrhittee has now completed из work and a 
report of its findings has been я in the 
British, Medical Fournal. . 


artner in the firms of C. Herbert Smith and а 


` Passed: James Robert Anderson, Blackrock, ‘Co 


| Јоверћ "Healy, Dublin; John Edward. Healy, 
. Patrick Dermot Lavelle, Castleknock, Co. Dubli 
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Clothing Council’s Liquidation 


It was announced recently in Parliament that the 
Clothing Industry Development Council was to be 
dissolved. Mr L. D. V. Tindale, c.a., a partner in 
the firm of McClelland, Ker & Co, ' Chartered 
Accountants, has been ‘appointed liquidator of: the ` 
Council Љу the Board of ‘Trade. · | 


"Scale of Charges for Accountancy Work 
for Government Departments 


The Secretary of The Institute of Chartered Account- 
ants in Епрјапа and Wales announces that agreement 
has been reached with Her Majesty’s Treasury in 
regard to a revised scale of charges (to come into force 
retrospectively from April rst, 1952) for accountancy | 
work carried out for Government departments. 
Details will be sent to members concemed on request. 


The Institute of Chartered Accountants in 
Ireland · У 


NOVEMBER 1952 EXAMINATION ResuLTS 


The results of the November 1952 examinations of 
'The Institute of Chartered Accountants in dag. 
have been announced. as follows: 


| Prid 


. Dublin; 
Samuel Henry Boyle, Belfast; Conor Borie ` Buckley, 
Dublin (2nd place); Maurice "Albert Cole, Dublin; John 
Porter Crone, Belfast; James William Davis, Crossmolina; 
Co. Mayo; Gerald Patrick Dempsey, Monkstown, Co. 
Dublin; Brendan P. Devine, Dublin; Oliver | Michael 
Freaney, Dublin; Thomas Jarlath Guiney, Dublin; James 
Noel Harrison, Belfast (3rd place); Barry Seymour Johnston, 
Belfast · (181 place, Arthur H. Muir Memorial Prize); 
Brendan John Kel Dublin; Edward Joseph Kell 
Letterkenny; Richerd James Kelly, Athboy, Co. Kelly, 
Alan Hurst King, Dublin; Michael Colm McGaley, 
Dublin; Thomas Enda Meehan, Scotstown, Co. Мопадћап;. 
Joseph Edward Mulloy, Westport, Co... Mayo; John’ 
Augustine O'Connell, Cork; Michael John O'Keeffe, . 
Monkstown, Co.. Dublin; George Graham Prentice, 
Belfast; William Bryan Roberts, Belfast; Charles James 
Smith, Dublin; Liam Joseph Thunder; Dublin. - 


: 44 candidates failed to satisfy the examiners. 


B candidates were deferred tot; re-examination in oné 
subject under Bye-law 81. 


INTERMEDIATE 


Passed: David William Barbour, Portadown, Co. Aidan: 
Trevor Francis .Brassington, Dublin; James Gabriel 
Carroll, Dublin; John Patri Corcoran, St Margareta, 
Co. Dublin; James Cyril Downes, Limerick (3rd place); 
Finlay Cully Dunwoody, Belfast; Patrick Р. Egan, Shankill, 
Co. Dublin; Sean- Gallagher, Dublin; ‘Alexander Thomas 
Hamilton, Belfast; John Patrick Hanlon, Dublin; Francis 
Dublin; . 
; Francis 
David Lynch, ‘Dublin; Michael John McVeigh, ‘Lisburn, 
Co. Antrim; Nial John Morrison, Derry (1st, place, John 
Mackie Memorial Prize); ‘Roderick Leese Mullan, Belfast: 
Henry Murray, Lurgan, Co. Armagh (and place); Jobn 
Clifford O’Sullivan, Dublin; Edward. Augustine Ryan, 
Dublin; John Saunders, Dublin; poe Arthur Seymour, 
- Dublin; Hugh Sheridan, Integer . Cavan; Joseph 
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Teller, Dublin; Donald . Charles Webster, ЕЕ 
Dennis Patrick Joseph Whelan, Dublin 


do candidates failed ta satisfy the examiners. 


PRELIMINARY 


Passed: John McPherson O'Neill, Ballycarry, Co. Antrim; 
Alan Thompson, Belfast. 


4 candidates failed to satisfy the examiners. 


London and District Society of Chartered 
Accountants 
LUNCHEON MEETING 

A luncheon is to be held next Thursday, January 8th, 
at the Connaught Rooms, Great Queen Street, 
Kingsway, WC2, at 12.30 p.m. for 1 p.m., and will be 
followed by an address by Mr Harold Watkinson, 
M.P., Parliamentary Secretary to the Ministry of 
Labour, replacing Sir Hartley Shawcross, P.C., M.P., 
who cts to be out of the country. 

Members may invite guests, and tickets at 15s each 
{including gratuities but exclusive of wines etc.) are 
atill available. Applications, accompanied by the 
necessary remittance, should be made to the Hon. 
Secretary of the Society, Leith House, 47 Gresham 
Street, EC2. 


Sour West LONDON Discussion Group 


The first meeting of the new year of the South West 
London Discussion Group is to be held next Monday 
at The Kingston Hotel, Kingston upon Thames, when, 
following a brief introduction by Mr A С. W. 
Scott, A.C.A., the Group will discuss ‘Improving the 
presentation ‘of information’. 

A further discussion meeting has been arranged 
for February ‘and, when the subject ‘Stock verifica- 
tion’ will be introduced’ by Mr A. H. Chapman, 
A.C.A. Both meetings commence at 6.30 p.m. for 
7 p-m., and the Group will be pleased to welcome 
any member of the English or P Scottish Institutes 
who may wish to attend. 


Norta Lonpon Discussion GROUP 


The North London Discussion Group held a further 
meeting on December 11th, 1952, when the main 
subject djscussed was ‘Hotel accounting’. 

The next meeting is on Thursday next, January 8th, 

in the West End, and the principal subject will be 
‘Schemes of finance’. - 
- There are vacancies in the Group for members of 
the London and District Society of Chartered 
Accountants, and further information may be 
obtained from the Hon. Secretary, Mr J. G. Shepherd, 
ACA, 8 Frederick’s Place, Old Jewry; ЕС2. - 
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Insurance Statistics 
Before 1939, the Board of Trade published annually 
a volume relating to returns made under the Assur- 
ance Companies ‘Acts. The volume contained sum- 
maries of balance sheets, profit and loss accounts and 
revenue accounts for all of insurance business, 
and for life assurance and bond investment business 
in particular, the accounts and statements, including 


` actuarial valuations, in full. This publication was dis- 


continued owing to the war but for the last two years 
the summaries alone have been published. 
Publication of all the information given in the pre- 
1939 volumes has now been resumed by the issue 
of two publications: Summary of Statements of Assur- 
ance Business deposited with the Board of Trade during 
the year ended December 31st, 1952, and Statements 
of Life Assurance Business deposited with the Board of 
Trier during the year ended December 31st, 1951. 


| e summary was published in October 1952 (price 52 
TE second ап much larger publication is now also on 


and is obtainable from Her Majesty's Stationery Offce, 

price six guineas per set of two volumes (which are not sold 
arately), totalling 1,080 pages. . 

he statements of the Britiah companies have been 1 repro- 
duced in full but haie of overseas companies have been 

abridged so as to limit the size of the publication. : 
Copies of the larger publication can be consulted at 
Insurance and Companies Department, Room ao4, Lacon 
House, Theobald’ s Road, WC1. | 


Incorporated Accountants’ Newcastle upon 
Tyne and District Society ` 

e of the Incorporated 

Accountants’ Newcastle upon Tyne and . District 

Society commences on January 15th with an address 

by Mr J. W. Walkden, A.C.A., A.8.4.4., on ‘Back duty 

investigations’. Other lectures to be given аге:. 


Joy 21st: 'Executorship accounts’, by Mr. A. E. 


gton, LL.B., F.C.A., F.S.A.A. 
fired 8th: ‘Standard costs’, by Mr W. W. Pigg, вод 
n and ‘General financial knowledge’ , by 
a 
March 6th: та profits levy’, by Mr 1, A. Hall, A.C.A., 
A.B.A.À. 
These meetings will be held at the Library, 52 
Grainger Street, Newcastle upon Tyne, at 6.15 p.m. 
'Three lecture meetings have been arranged for 
members outside Newcastle - two will be at the 
Café Royal, Linthorpe Road, Middlesbrough, and 
one at The Grand Hotel, West Hartlepool. Each 
meeting will commence at 6.30 p.m. and the „details 
аге as follows: ` 
January: aoth: ‘Auditing’, by A. E. Langton, LLB, Е.С.А., ; 


Firat 17th (at West Hartlepool): ‘Costing’, by Mr W. W. 
Bigg, F.C.A., F.8.A.A. 

March 2 4th: ‘Sale of goods’, by MrR. р. Penfold, Barrister- 
at-Law. 






. Telephone: Victoria 2002 (3 lines): 
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Our Weekly Problem 
: Мо. 51: SEVENTY-FIVE YEARS AGO 


‘While you were away, said Mr U. N. Ravel, The 
Accountant ran for a time a feature entitled ‘Seventy- 
five Years Аро”. 

‘So-I observed,’ said Mr L. U. Sidate, ‘and I see it 
is back again. I enjoy reading them but it is an un- 
. tidy arrangement as the Saturday of seventy-five 
years ago was never the same day of the month.’ 

In which year nearest to seventy-five years ago 
were the days of the month and the days of the week 
the same as in 1953? : 

The answer will be published next week. 


Our Contemporaries 
‘THe Woman C.P.A. (New York.) (December 1952.) 
Co-PARTNERSHIP. (Winter 1952.) "What profits has industry 
to share?’, by J. R. Cuthbertson, B.A., A.C.A. 
“THE i ad Accountant. (Melbourne.) (November 
1952). 
Ассопмттмо КеѕвАВСН. (October 1952.) 


Other Publications Received 

ABSTRACT OF ACCOUNTS FOR THE METROPOLITAN BOROUGH 
OF HACKNEY FOR THE YEAR ENDED MARCH 3187, 1952. 

ABSTRACT OF ACCOUNTS OF THE Стту COUNCIL OF MAN- 
CHESTER FOR THE TWELVE YEARS ENDING MARCH 3157, 
1952, TOGETHER WITH FINANCIAL STATEMENTS. 

CT OF ACCOUNTS OF THE CITY OF MANCHESTER, 
1951—52. 

ENGINEERING INDUSTRIES BULLETIN. (January.) 

ELECTRICITY SUPPLY COMMISSION: 'lwenty-ninth Annual 
Report, year ended December 31st, 1951, with a brief 
review of activities to April 30th, 1952. 

NATIONAL INSTITUTE OF ECONOMIC RESEARCH OCCASIONAL 
Papers, XV — Costs in Alternative Locations: The 
Clothing Industry, by D. С. Hague and Р. K. Newman. 

JOURNAL OF THE SAVINGS Banks’ INSTITUTE. (January.) 

PUBLIC ADMINISTRATION. (Winter 1952.) 

‘TREASURER’S ACCOUNTS FOR THE CITY OF BRADFORD, 1951-52. 

ABSTRACT OF ACCOUNTS FOR THE BOROUGH OF HORNSEY FOR 
THE YEAR ENDED MARCH 3137, 1952. 


TWENTY-FIVE YEARS AGO 
. From Whe Acconntant or January 7TH, 1928 

The Institute List of Members 
The newly-published List of Members of the Instit- 
ute of Chartered Accountants is again a testimony of 
growth and progress. The number of members at 
ist September, 1927, was 7,644, an increase of 402 
during the year. The largest proportion of the increase 
is naturally to be found among the Associates not 
in Practice, who now number 2,980 as compared 
with 2,760 in September 1926; Associates in Practice 
` have increased by 73 to 2,152, and Fellows in Prac- 
tice by 47. to 1,555. There is an increase of 4 in 
the number of Fellows not in England or Wales, 
and of 58 Associates in the same category, the 


January 3rd, 1953 


totals being 24 and 818 respectively. There is no 
change in the number of Fellows not in Practice, 
which still stands at 115. Out of the total of 7,644. 
members there are only 1,694 Fellows, which seems 
rather a small proportion. The total number of 
practising members, both Fellows and Associates, in 
England and Wales is now 3,707. With each year the 
work of compilation becomes more arduous, and the 
Secretary of the Institute and his assistants deserve 
hearty congratulations for the able manner in which 
the work is invariably performed. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or JANUARY 5TH, 1878 
Notices of Motions 


However valueless many of the formal practices of 
the Bankruptcy Court may be, that which requires a 
notice of any motion before the Court to be served on 
all the creditors is not only advisable but necessary. 
That some think to the contrary is shown by a case 
recently heard in the Liverpool County Court, and 
reported by us last week. The simple facts would 
seem to be that at a statutory meeting, convened by 
notice to every creditor, a resolution had been passed 
accepting a composition and annulling the bank- 
ruptcy. When the application to the Court for the 
approval of this scheme came on it was objected to, 
on the ground that notice of the motion had not 
been served upon all the creditors. The counsel for 
the creditors who supported the application made light 
of this objection. Referring to the previous meeting, 
he said, : 
*a majority in number and three-fourths in value of those 
who chose to attend had assented to the composition; 
yet, forsooth, because some small minority who were 
indifferent, and took no interest in the matter, and 
abstained from the meeting, were not apprised of the 
present application for the Court's approval of the resolu- 
tion, the bankrupt was to be saddled with the expense 
of а new meeting, and the service upon them of an 
affidavit of facts concerning a meeting of which they 
would have been cognizant had they thought fit to attend,’ 
The argument of all this, however, is wide of the 
mark, The absence of the creditors from the meeting 
doubtless showed their indifference to the matters 
to be discussed; but it did not justify their being 
ignored in regard to the subsequent application to 
the Court. The service of notice of motion upon all 
the creditors entails but little increased expense, and 
is clearly in the interests of propriety and justice. 
In the present case it would have been so far effectual 
as to have placed the ‘small minority’ of dissenting 
creditors in the position of having no ground for 
complaint. | 
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КЕЕ AND 
ENTERTAINMENT TAX 


N the year ended June 30th, 1952, cinemas in the United 

Kingdom collected over £38 million in entertainment tax, 

out of gross admission fees of less than {110 million. Total 
admissions are falling at the rate of 4 to 5 per cent a year. These 
are some of the interesting facts which appear in a report pre- 
pared by Messrs Stoy, Hayward & Co, Chartered Accountants, 
for the Cinematograph Exhibitors’ Association. 

The purpose of the report is to provide a guide to current 
entertainment tax policy. 'The figures were compiled mainly from 
Board of Trade statistics and representative returns made by 
members of the Association, and are certainly striking. 

An ‘omnibus profit and loss account for all 4,570 cinemas 
shows that of the {110 million gross takings, опу £6,194,000 
remained to the exhibitors even before providing for rent, 
directors’ fees, reserves, dividends and taxation. To arrive at an 
omnibus figure for rent, 8 per cent has been taken of the estimated 
original cost of all the cinemas. This produces £7,600,000 so 
that there is a deficiency of over ХІ million before providing for 
the other items mentioned above. According to the report, the 


-losses are made up from miscellaneous sales, notably ice-cream. 


The report says that the exhibitor ought reasonably to expect 
a net profit of то per cent of his gross takings, like a shopkeeper. 
If that were achieved, the £1 million deficiency would become 
an {£11 million surplus. 

The report indicates that in arriving at this ro per cent there 
should be deducted not only rent but also a substantial charge for 
wages which apparently include the cost of management. For the 
common type of cinema seating from 751 to 1,000 the wages bill 
is £3,865. Nevertheless, the report states that no practical purpose 
would be served in considering the possibility of a reduction in 
wages. It seems to follow that in the Association’s view the 
exhibitor who manages his own cinema should have managerial 
wages, plus то per cent of his gross takings, swollen as they аге 
by heavy entertainment tax. It would be interesting to find how 
many shopkeepers are in a comparable position. 

The Association does not seek the extra profit entirely from 
reductions in tax. It has submitted to the CHANCELLOR OF THE 
EXCHEQUER a revised scale of tax to reduce the total yield by some 
£32 million only. The report also suggests that the present system 
be replaced by one under which each cinema would be entitled 
to a tax-free allowance, tax being levied at a percentage of the 
excess of takings over the allowance. This seems to be getting 
away from the conception of entertainment tax as a tax on the 
expenditure of each individual ciriema-goer. 
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THE FINANCE ACT, 1952 — XXVII 
EXCESS PROFITS LEVY (CONTINUED) 
15 per cent Overriding Limit 


Example 17 in the article in our last issue contained an error, and we thank those readers who have written to 
гоз about this. The example should have read as follows: 
























































Example 17 Excess 30 per cent 15 ber cent 

Total Adjusted or of excess or of total Net 
Profit standard deficiency profit liability 

; £ £ 6 £ £ 
First chargeable accounting period 12,000 5,000 7,000 2,100 1,800 1,800 
Second m 5 5» 11,000 6,000 5,000 I,500 1,650 1,650 
Total 23,000 11,000 12,000 3,600 3,450 3,450 
Third 5 2: 5 д 6,000 7,000 —I,000. — 300 доо — 150 
Total 29,000 18,000 11,000 3,390 : 4,350 3,300 
Fourth „ ЗА 5 .. 0 — 2,000 5,000 — 7,000 _ — 2,700 — 300  — 2,100 
Total £427,000 £23,000 £4,000 £1,200 Á4050 + £1,200 


A break in continuity at the end of any of the periods would affect subsequent liability. 
The possibility of levy being payable even where there is a deficiency is demonstrated by the following example. 























Example 18 i | £ £ £ £ £ £ 
First chargeable accounting period 30,000 8,000 22,000 6,600 4,500 4,500 
Second А ту » a 7,000 8,000  — 1,000 — 300 1,050 1,050 
Total £37,000 £16,000 £21,000 | £6,300 5,550 £5,550 
Initial Allowances 


"The statement in our article last week that initial allowances for plant were increased from то per cent to 20 per 
cent in 1949 should have read from 20 per cent to 40 per cent. 


Annual Allowances Unaffected 

HE initial allowances for plant and for cer- 

tain assets of mining and oil companies 

affect subsequent annual allowances for 
income-tax purposes, i.e. the greater the initial 
allowance, the smaller the subsequent allowances. 
The recomputation of initial allowances described 
last week ‘ought logically to be accompanied by 
recomputations of other allowances. However, 
paragraph 3 (4) of the Ninth Schedule provides 
that nothing in paragraph 3 ‘shall be construed as 
requiring a recomputation of the other capital 
allowances. Whether paragraph 3 can be regarded 
as ‘permitting’ such a recomputation is not clear. 
In any case balancing allowances and charges 
are simply to be ignored. They are dealt with in 
paragraph 6 which will be discussed later. 


Optional Exclusion of Initial Allowances 
The taxpayer can avoid the complicated 
tinkering with initial allowance computations. 
Under paragraph 3 (2) he can elect to exclude all 


initial allowances for the standard and chargeable . 
periods, but presumably without affecting the 

actual annual allowances (paragraph 3 (4)). The 

option will be advantageous where the initial 

allowances in the chosen standard years were 

heavy in relation to those in the period of charge. 

It is not confined to cases where a profits standard 

is chosen but will clearly be disadvantageous 

when such a standard is not chosen. 

The option must be exercised for all chargeable 
accounting periods or for none at all. It must be 
exercised by notice in writing to the Inland 
Revenue (in practice to the Inspector). Paragraph 
3 (3) lays down the period in which it must be 
exercised as either 

(а) within twelve months from the end of the 

first chargeable accounting period; or 

(b) within twelve months from the termination 

of excess profits levy. 
The Inland Revenue may allow an extension. 
Election under (a) may be withdrawn during the 
period in (5). In the original draft Bill the election 
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had to be made at the beginning of the period 
and could not be withdrawn, but it was pointed 
out that such an option was of little value, since 
the person making it would be completely in 
the dark. As stated above, the option has no 
advantage where a profits standard is not chosen 
and it cannot be known in advance which stand- 
ards will be most favourable. 

It will be remembered that when a net assets 
standard is chosen under Section 38 (4) (c), the 
value of assets which rank for capital allowances 
is normally the same as the ‘residue of expendi- 
ture’ (Article XXII, The Accountant, December 
6th, 1952). It should be noted that no recomputa- 
tion of initial allowances for the purpose of 
computing profits for levy purposes affects the 
value of the relevant assets for Section 38 (4) (с) 
purposes. 

Meaning of Allowances ‘Made’ 
Paragraph 3 (1) (e) provides that profits are to 
be computed on the assumption that income-tax 
allowances had been ‘made’ on the altered basis 
laid down by paragraph 3 (1). However, the 
income-tax profit is not always large enough to 
absorb them and they then have to be carried 
forward. It'is not intended that excess profits levy 
should be affected by these accidents and 
accordingly paragraph 3 (5) provides that 
references to income-tax allowances ‘made’ 
include references to allowances which would be 
made if there were enough profits to absorb them. 
There is a similar provision for profits tax in 
paragraph 7 (1) of Part I of the Eighth Schedule 
to the Finance Act, 1947. 

Mines, ОП Wells, etc.: Annual Allowances 
Paragraph 4 of the Ninth Schedule contains 
another adjustment on the ‘like with like’ 
principle. Mining and oil concerns have qualified 
for annual allowances since 1946-47 in respect of 
certain assets peculiar to such trades. The scope 
of these annual allowances was, however, ex- 
tended as from April 6th, 1949, and again as from 
April 6th, 1952. The last extension we discussed in 
our issues of August 2nd to September 6th, 1952, 
inclusive. 

It follows that some companies will have 
deductions in their chargeable periods for which 
there can be no counterpart in the standard years, 
so that if a profits standard is chosen they will 
have an advantage, at any rate theoretically. 
Paragraph 4 (1) of the Ninth Schedule accordingly 
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provides that for excess profits levy purposes the 
widened scope of annual allowances now existing 
are to be treated as though they had existed 
ever since April 6th, 1946. Consequently new 
allowances will have to be computed for the 
standard years. Alternatively, the taxpayer can 
elect to exclude all annual allowances on the 
expenditure in question. The period within which 
the option must be exercised is laid down by 
paragraph 4 (3) which is in exactly the same terms 
as paragraph 3 (3) already discussed. The option 
is not confined to cases where a profits standard is 
chosen. 

Paragraph 4 (4), which deals with the meaning 
of allowances ‘made’, is in precisely the same 
terms as paragraph 3 (5) which has been discussed 
above. 

Annual Allowances on Ships 
Paragraph 5 assists companies whose business 
consists mainly in the ownership or operation of 


. ships. Depreciation is of course a major item for 


them. They normally base it on the ‘straight-line’ 
method of wear and tear, under which a constant 
allowance is given each year until the ship is 
wholly written off. If these allowances ceased 
between, say, the standard period and the 
chargeable period, and a profits standard is 
chosen, the company suffers hardship. Accord- 
ingly paragraph 5 (1) permits the continuance of 
the straight-line allowance for excess profits levy 
purposes, notwithstanding that the whole of the 
expenditure has already been written off. It 
applies only where the cessation of allowances is 
caused by Rule 6 (6) of Cases I and II or by 
Section 288 of the Income Tax Act, 1952, so the 
ship must still be in the company’s ownership. 

There are two provisos to paragraph 5 (x). If 
the allowance in the standard period was 
restricted by reason of Rule 6 (6), the special 
allowance under paragraph 5 (1) is to be reduced 
in the same proportion (proviso (i)). Secondly, 
where the company has elected to take a percent- 
age of average capital as the profit of one of its 
two standard years, under Section 38 (4) (a), the 
additional deduction under paragraph 5 (1) is to 
be based on the deduction in the other standard 
year (proviso (ii)). Paragraph 5 (2) provides for 
appropriate modifications of proviso (ii) where 
the company is a member of a group. 

Proviso (ii) serves to emphasize that paragraph 
5 applies only to those. chargeable accounting 
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periods where a profits standard is chosen. The 
paragraph is therefore more logical than рага- 
graphs 3 and 4, which apply whether a pon 
standard i is adopted or not. 


Balancing Allowances and Charges 
"Unlike initial or annual allowances, balancing 
allowances and charges are not subject to 
complicated adjustments. Paragraph 6 of the 
Ninth Schedule merely provides that they shall 
be ignored in the computation of profits for levy 
purposes, in both standard and chargeable periods. 
The paragraph does not provide for any .corre- 
sponding adjustment in the annual allowances, 
nor in the computation of the value of assets, 
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either for the purpose of the optional standard 
under Section 38 (4) (c) or for the distribution 
provisions. Paragraph 6 may well cause as much 
injustice. as it seeks to remove. As there was a 
seller’s market in the standard years, which is 
now being succeeded by a buyer’s market, the 
paragraph may be expected to reduce standard 


profits and increase chargeable profits. 


Proceeds of Sale of Patents 
Paragraph 6 also excludes from profit the 
proceeds of sale of patent rights where these are 
taxed under Section 37 of the Income Tax Act, 
1945, or Section 318 of the Income Tax Act, 
1952. (To be continued.) 


SHAREHOLDERS’ RIGHTS WHICH ARE 
VARIED OR AFFECTED . 


by W. Н. D. WINDER, M.A., LL.M. 


the rights of the holders of shares or classes 

of shares, Article 4 of Table A of the Com- 
panies Act, 1948, provides that the rights attached 
to any class may be varied only by a special 
procedure. What is required under that article 
is the consent in writing of the holders of three- 
fourths of the issued shares of that class or the 
sanction of an extraordinary resolution passed at 
a separate meeting of бе holders of the shares of 
that class. 

The articles of most companies contain some 
such procedural requirements but frequently 
these requirements are related, not merely to 
‘variation’ of rights but to ‘alteration’, to ‘modi- 
fication’, and to rights which are ‘affected’. ‘These 
differences in drafting the articles are of vital 
concern to shareholders, for it is clear, both on 
principle and from the decision of Mr Justice 
Danckwerts in the recent case of In те John 
Smith's Tadcaster Brewery Co Lid ([1952] 2 
T.L.R. 853) that rights may be ‘affected’ by 
action which does not ‘vary’ them. 

A standard work on company law (Buckley on 
the Companies Acts, 1949 edition, page 156) cites 
the case of In re Mackenzie & Co Ltd ([1916] 
2 Ch. 450) as authority for not distinguishing 
between the operation of the words ‘alter, modify, 
deal with, or affect’, but Mr Justice Danckwerts 
has now ruled that that case cannot be taken to 
have gone to that length. It will in the future be 
dangerous not to. distinguish between these 


IE dealing with share capital and variation of 


apparent synonyms and to scrutinize the articles 
carefully. 
Variation of Rights 

What can be safely done without varying share- 
holders! rights is illustrated by Greenhalgh v. 
Arderne Cinemas Ltd ((1946] 1 All E.R. 512). In 
this case, the plaintiff had, as he thought, control 
of the company through the voting rights on 
certain shares which he held or which were held 
by people who had agreed to act in combination 
with him. The proposal was to issue additional 
shares which.would produce further votes so 
that he would have lost control of the company _ 
through those voting rights. The material pro- · 
vision in the articles was substantially the same as 
that in the present Article 4 of Table A – that is, 
the rights attaching to any class of shares might 
not be varied without the special consent or 
sanction. The only right of voting which was 
attached in terms to the shares of the class in 
question was the right to have one vote per share 
pari passu with the other shares of the company 
for the time being issued. That right was not 
taken атау by the issue of additional shares. Of 
course, if it had been attempted to reduce the 
voting right, e.g. by providing or attempting to 
provide that there should be one vote for every 
five shares, that would have been an interference 
with the voting rights attached to that class of 
shares. The rights would clearly have been 
varied. But nothing of that kind was done; the 
right to have one vote per share was left undis- 
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turbed. It was held that there was no variation 
of the rights of a class of shares by the operations 
effected upon other classes of shares. 


Limits of Variation 

For instance, said Mr Justice Vaisey in the same 
case ([1945] 2 All E.R. 723), if you have an equal 
number of preference and ordinary shares in a 
company, with equal voting rights, assuming 
each class to have one vote per share, you would 
not vary the rights of the preference share- 
holders by issuing additional ordinary shares; 
in substance you would materially affect those 
rights, but you would not vary them. Instead 
of the plaintiff in that case finding himself in 
a position of.control he found himself in a 
position where the control had gone, and to that 
extent the rights of the shareholders were 
affected, as a matter of business, as Lord Greene, 
M.R., put it. He went on to say: 


*As a matter of law, I am quite unable to hold 


that, as a result of the transaction, the rights are 

varied; they remain what they always were-a 

right to have one vote per share pari passu with the 

ordinary shares for the time being issued.' 
He said that it must be remembered in construing 
articles of association that a provision dealing 
with class rights is only one clause in the com- 
‘pany’s constitution, which must be construed as 
a whole. 

The case of In re Mackenzie & Co Ltd ([1916] 
2 Ch. 450) was concerned with a comprehensive 
article in the following form: 

"Subject to any express provision to the contrary 
made-upon the creation of any class of shares, all or 
any of the special rights, privileges and advantages 
attached to any class may, with the sanction of the 
holders of two-thirds of the issued shares of the 
class (but shall not without such sanction), be 
altered, modified, dealt with or affected in any 

. manner whatsoever.' 

This was a case of a petition for reduction of 
capital, and under the memorandum and articles 
the only right of the preference shareholders was 
to have a fixed cumulative preferential dividend 
of a certain amount. А rateable reduction of all 
the shares, preference and ordinary, was pro- 
posed to be carried out subject to the sanction 
of the Court. All the shares, preference and 
ordinary, suffered the rateable reduction, and the 
result was that the dividend rights of the prefer- 
ence shareholders were substantially affected 
because, by reducing their capital, as they were 
only entitled to a fixed cumulative preferential 
dividend on the nominal amount of their capital 
for the time being paid up, it reduced the 
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dividend accordingly, although the dividend still 
remained at 4 per cent. 


Alteration or Modification 


That reduction operated in a certain way to the. 
benefit of the ordinary shareholders, who were 
entitled to what is commonly called the equity. 
The argument for the preference shareholders 
was this: "The reduction decreases our fixed 
dividend. The bargain was that we should have a 
fixed dividend notwithstanding reduction from 
loss of capital.’ But the Court pointed out that 
the only dividend right was a right to 4 per cent 
per annum on the nominal amount of the capital 
from time to time paid up or credited as paid up, 
and that, under the articles, the company had 
power to reduce its capital. The reduction of 
capital was allowed despite the protective words 
in the article in question. 

Although the words ‘dealt with or affected’ 
were in the article, as well as the word ‘altered’, 
the arguments in the case were entirely based on. 
the words 'altered' and *modified', and so was 
the judgment. Nowhere in the case is there any 
reference whatever to the word 'affected'. For 
this reason, Mr Justice Danckwerts, in the recent 
case, thought that In re Mackenzie & Co Ltd was 
of no assistance to him, although he was con- 
cerned with an article which contained that word. 


.Further, he thought that Lord Greene, M.R., in 


Greenhalgh v. Arderne Cinemas Ltd, did not 
realize that in the earlier case the actual article in 
question contained the word. 


Affected Rights 
The article which had to be construed in In re 


. John Smith's Tadcaster Brewery Co Ltd provided 


that, subject to the provisions of Section 61 of 

the former Act (now Section 72 of the Com- 

panies Act, 1948): 
_ ‘All or any of the rights or privileges attached to 
any class of shares forming part of the capital for 
the time being of the company may be affected, 
modified, dealt with or abrogated in any manner 
with the sanction of an extraordinary resolution 
passed at a separate meeting of the members of 
that class.’ 


The question was whether the company in 
general meeting could not, except with the 
sanction of an extraordinary resolution passed at 
a separate meeting of the holders of preference 
stock held in accordance with this article, increase 
its capital by the new creation of new ordinary 
shares. By the article which gave the company 
power to increase its capital, special rights might 
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be attached to the shares issued under such 
increase, subject and without prejudice to any 
rights for the time being attached to the shares 
of any special class. It appears that the only 
' point of this particular provision was that there 
might be the creation of further preference 
shares or preference stock which could not be 
created in such a way as to prejudice the rights of 
the existing class of existing stock. This provision 
was held not to have any special effect on the 
construction of the article quoted above. The 
construction of that article was the difficulty. 


Effect on Voting Power 
The proposal. was to increase the capital of the 
company by creating 280,000 ordinary shares of 
£1 each and also to capitalize an amount standing 
to the credit of the company’s reserve accounts 
and apply it in paying up those ordinary shares 
for distribution among the ordinary shareholders 
as fully paid up. It was correctly argued 
that the creation of further ordinary shares 
would not modify or vary the rights of the 
preference stockholders because they would still 
have one vote for every £1 of stock, as they had 


before the issue of the additional shares. On the. 


other hand, it seemed to Mr Justice Danckwerts 
that the bringing in of 280,000 more voters did 
‘affect’ the rights which the existing voters already 
had, because their vote to that extent became less 
telling and important. In fact, he thought it 
was. quite plain from the language of the article 
that the rights and privileges of the preference 
stockholders were affected by the proposal. to 
issue ordinary shares. Accordingly, the special 


sanction provided by the article had to be first 


obtained. 

Mr Justice Danckwerts did not attempt to 
analyse or explain fully the scope of the word 
‘affect’. He clearly assumed that it could and 
should be taken in a wide sense. There is éarlier 
Judicial authority for taking it in this way. It 
has, for example, been said that 

‘ “Affected” is like "adjusted", not a word of art, 

but a word of ordinary English. It is capable of 

a very large meaning.' (Wills, T., in Re Bucks C.C. 

.& Herts С.С. (68 L.].Q.B. 423).) 


And when legislation provided that mere irregu- 
larity at an election was not to invalidate the 
election if it ‘did not affect the result’ it was held 
that ‘affect the result’ did not mean ‘alter the 
result’ but meant ‘substantially bear upon the 
result’ by producing a substantial effect on the 
election. (Grove, Ј., in Hackney Case (2 O'M. & 
H..77)-) 
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Matters of Business or of Law . 


It will have been observed that Lord Greene, 
M.R, in the passage quoted above from his 
judgment in Greenhalgh v. Arderne Cinemas Ltd, 
distinguished in that case between what he called 
a matter of business and a matter of law. The 
explanation of that distinction in that case is 
quite simple. There the only provision in law 
which was for consideration was the provision 
that rights should not be varied. Therefore, while 
as a matter of business the rights were affected, 
that matter of business was one which was not 
material to the consideration of the legal effect of 
the article, which used only the word ‘varied’. 

It is worth pointing out that the article con- 
sidered in In re Fohn Smith's Tadcaster Brewery 
Co Ltd related to the ‘rights or privileges’ attached 
to any class of shares. The equivalent article in 
Table A is content with protecting ‘the rights 
attached to any class’. Some articles in common 
use go further and protect ‘rights, privileges and | 
advantages’ attached to any class. In the context, 
the word ‘privileges’ seems intended to have a 
wider meaning than ‘rights’; it would seem to 
cover some things which a non-lawyer would 
not immediately think of as legal rights. However 
this may be, Mr Justice Danckwerts in the recent 
case did not refer to this distinction, although it 
was present in the article which he had to con- 
strue. It is clear from his judgment that he was 
looking solely at the ‘rights’ of the preference 
stockholders. Accordingly, the decision is of 
equally binding authority, whether the articles 
to be considered follow the Table А plan of 
stopping short at rights or whether they go 
further and add avords of wider import. ‘There 
can be no escape from the decision along these 
lines. | | 

А Way. of Escape | 

But the Court of Appeal in the case of White v. 
Bristol Aeroplane Co Ltd (The Times, December 
12th, 1952) evaded the rigours of this construc- 
tion of articles of association. In that case the 
wide meaning of ‘affected’ was found not to be 
reconcilable with other articles of the particular 
company concerned. Without, apparently, casting 
doubt on the correctness of the actual decision 
in the Tadcaster Case, the Court of Appeal found 
that the articles there considered ‘differed appreci- 
ably’ from the articles in White v. Bristol Aero- 
plane Co Ltd. In that case. it was held that the 
preference stockholders might be ‘affected’ as 
a matter of business only and that the Court was 
only concerned with the construction of the 
words in law. 
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MONEY ON CURRENT AND DEPOSIT 
ACCOUNT 


by T. J. SOPHIAN 


HE effect of the outbreak of war on the 

rights of a customer in respect of moneys 

standing to his credit on current account — 
a point on which there has been no previous 
authority — was the subject of an important 
decision recently given in the case of Arab Bank 
Lid о. Barclays Bank (Dominion, Colonial & 
Overseas) Ltd (unreported). In that case the 
plaintiffs were unsuccessful in their claim to 
recover moneys standing to their credit on current 
account at the defendant’s branch in Jerusalem at 
the date of the termination of the British mandate 
and immediately before the outbreak of hostilities 
in Palestine. For the purpose of the decision the 
Court examined the nature of the customer’s 
rights in respect of such a credit. 

The Court held that, although the credit was 
not due until demand was made for its payment, 
yet it constituted a liquidated sum of money in 
the nature of an accrued right which was not 
abrogated but was merely suspended by the 
outbreak of war. The plaintiffs’ contention in 
this case, that the contract between themselves 
and the bank was abrogated, at first sight appears 
somewhat startling, but the reason for the con- 
tention becomes apparent when one realizes that 
it constituted, as it were, the first plank of the 
argument, the argument being that the abroga- 
tion of the right gave rise to a new obligation, 
under which the defendants in this country 
became bound to repay the money accord- 
ing to the principle against unjust enrichment 
established by the Fibrosa case ([1943] A.C. 32). 

In that case, the respondents had contracted 
to deliver certain machinery c.i.f. Gdynia. Sub- 
sequently Gdynia became enemy-occupied terri- 
tory. The contract provided, inter alia, that one- 
third of the purchase price should be paid at the 
time of the order. The appellants had paid £1,000, 
but not the full one-third, which amounted to 
£1,600. The House of Lords held that notwith- 
standing that the contract expressly provided for 
an extension of time in the event of, inter alia, 
war, the contract was frustrated and the appellants 
were entitled to the return of the £1,000. The 
House of Lords in fact by their decision over- 
ruled the longstanding principle laid down in the 
case of Chandler o. Webster ([1904] 1 К.В. 493), to 
the effect that upon frustration the loss lies where 
it falls. 


Nature of Credit on Current Account 

In holding that a credit on current account was 
in the nature of a liquidated sum of money and 
constituted an 'accrued' right, the Court in the 
Arab Bank case took the view that such a 
determination was not inconsistent with the 
principle of Joachimson v. Swiss Bank Corporation 
([1921] 3 К.В. r10, 127). That case decided that 
money on current account was not due until 
demanded, and no cause of action arose until 
demand had been made for payment. 

In view of this decision, it may be of interest 
to consider the differences that exist in the eyes 
of the law with regard to moneys on current 
account and moneys on deposit account. 


Difference between Current and Deposit 
Accounts 

Inasmuch as no cause of action can arise in 
respect of money on current account until demand, 
it follows that the Statutes of Limitation cannot 
begin to run until after such demand has been 
made and therefore money placed on current 
account in a bank can be claimed, however long 
the period that the money may have been left 
lying idle in that account. But, on the other hand, 
money on current account can be made the subject 
of garnishee proceedings; the reason for this being 
that the law deems that a demand is made for the 
money immediately that garnishee proceedings 
are issued against the money in the account. This 
was the point which was actually decided in the 
case of Foachimson v. Swiss Bank Corporation (see 
also Rekstin v. Severo etc. ([1933] 1 K.B. 47)). 

In Rekstin v. Severo, judgment debtors in- 
structed their bank to transfer their current 
account to another party, to whom they owed 
nothing, and to close their account. The trans- 
action was duly entered in the bank’s books, but 
before notice had been given to the proposed 
transferees, and before the proposed transfer had 
been accepted by them, a garnishee order misi 
was served on the bank. The Court held that at 
the time of the service of the order, the relation 
of banker and customer still existed between the 
bank and the judgment debtors, and that a debt 
from the bank was due upon which the order nisi 
could operate. The basis of this decision appears 
to have been that at the date of the service of the 
order, the instructions given to the bank were still 
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revocable by the customer, and that the order 
itself operated as а revocation. As the Court 
pointed out, where a customer gives a bank an 
order to pay a sum of money to a third person, 
and the order is countermanded before the bank 
have paid over the money, the third party is not 
entitled to insist upon payment by the bank. 
In such a case there is nothing more than a mere 
naked authority to pay, which can be revoked. 


([1933] 1 K.B. at page 65.) 


Money on Deposit 

As regards money on deposit, however, the position 
is different, inasmuch as the customer is not 
entitled to withdraw money on deposit unless 
certain conditions (generally imposed by banks) 
have been complied with. One such condition, 
for instance, is that fourteen or twenty-one days’ 
prior notice of the withdrawal must be given, 
while another may- be that personal application 
has to be made and the bank deposit book pro- 
duced at the time of the withdrawal. 

The case of money on deposit at a bank is in 
` fact somewhat similar to the case of money on 
deposit with a building society. Thus in the case 
of Atkinson v. Bradford Building Society ([1895] 
25 Q.B. 377) the terms of deposit with a building 
society provided that notice of a certain length 
should be given before withdrawal and, further, 
that the depositor should attend personally or 
send written authority to withdraw the money 
and, furthermore, produce his deposit book. In 
this case the lender gave notice of withdrawal and 
the date on which the money became payable 
was January 14th, 1879. On that date the lender 
died and it was not until eleven years after, on 
May 3rd, 1889, that the plaintiff obtained letters 
of administration to his estate. The plaintiff, on 
May 18th, 1889, commenced proceedings to 
recover the money against the building society 
and the society pleaded the Statute of Limitation 
as a defence, but the Courts held that as the 
condition of the money becoming payable was 
the production of the deposit book, no right of 
action had arisen and the Statute of Limitation 


accordingly had not begun to run. The principle. 


of this case would seem to apply to the case of 
money on deposit at a bank. 


Garnishee Proceedings: Money on Deposit 
Reference again may be made to Bagley v. 
Winsome Ltd ([1952] 1 A.E.R. 637) in which the 
` position of money on deposit at a bank in relation 
to garnishee proceedings was considered. 

There appears to have been no previous 
authority on this point as well, but the decision 
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in the above case establishes beyond doubt that 
money on deposit account cannot be made the 
subject of garnishee proceedings. Under the 
relevant rules of the High Court, Order 45, 
Rule 1, and the relevant rule of the County 
Court, Order 27, Rule 1, garnishee proceedings 
can issue against debts which are 'owing or 
accruing’. lt is necessary for this purpose to 
establish that the debt has accrued due, but if a 
debt has so accrued due the fact that it is not. 
immediately payable or even the fact that the 
actual amount of the debt had not yet been 
quantified, will not prevent the debt being 
subject to garnishee proceedings. Thus, where a 
debt is payable in instalments, garnishee proceed- 
ings can issue, and as an instance of a case in 
which the debt had accrued but the amount 
thereof had not been ascertained, one may refer 
to the case of O'Driscoll v. Manchester Insurance 
Committee ([1951] 3 K.B. 499). In that case the 
debtor was entitled to a share from an insurance 
pool under the National Insurance Act of 1911. 
At the material date, however, the amount of the 
share had not been definitely ascertained. It was 
held, however, that as the debtor was absolutely 
entitled to the share, the garnishee proceedings 
could issue even though the actual amount of the 
debt had not been ascertained. 

Again, the fact that the debtor may have a 
limited interest in a fund will not prevent garnishee 
proceedings from issuing against the interest. 
Thus, in Webb v. Stanton ([1883] 11 Q.B. 518), 
garnishee proceedings were held issuable against 
the income which the judgment debtor enjoyed 
under a limited interest in a trust fund. 

The Court in Bagley v. Winsome considered 
that, as money on deposit account could not be 
withdrawn unless conditions as to prior notice, 
production of the book and the like were complied 
with, and as these conditions could not have 
been performed at the date when the garnishee 
proceedings were issued, it could not be said that 
the debt was ‘owing or accruing’ by the bank to 
its customer; accordingly, execution by way of 
garnishee proceedings was not competent. The 
reason, on the other hand, why money on current 
account could be made the subject of garnishee 
proceedings, was that the garnishee summons 
itself operated as a demand for payment. Money. 
on deposit, whether it be at a bank or with a^ 
building society or other body, stands on an 
entirely different footing, since the money on 
deposit cannot be regarded, at the date of issue 
of the garnishee proceedings, as money ‘owing or 
accruing’ to the judgment debtor. 
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THE EXCESS PROFITS LEVY 


SOME ASPECTS OF THE TAX 
by JOHN SENTER · 


N preparing this paper, the advice given to 

Mrs Briggenshaw has been frequently in my 

mind. You may remember that when she 
appeared in person in the High Court (Briggenshaw 9 
Crabb (зо Т.С. 331), Lord Justice Singleton (as 
he now is) ended his judgmént with these words: 


‘Your appeal must be dismissed. I will pass you, 


back your documents. If I might add a word to 

you, it is that I hope you will not trouble your head 

further with tax matters, because you seem to have 
spent a lot of time in going through these various 

Acts, and if you go on spending your time on Finance 

Acts and the like, it will drive you silly.’ 

Mrs Briggenshaw was concerned with the relatively 
simple matter of the construction of Section 25 of 
the Finance Act, 1944, and, in that respect, I feel 
she was fortunate. - 

We seem to have reached the position in this 
country where, to a large extent, fiscal policy is what 
the Americans call ‘bi-partisan’, which produces the 
result that one can be critical of fiscal measures 
without being political. - 

Claims have been made by eminent members of a 
certain political party as to their success in what is 
elegantly called ‘soaking the rich’. In fact, the 
Draconian sur-tax and estate duty legislation will be 
found particularly in the Finance Acts of 1922, 1936, 
1938 and 1940. The Chancellors of the Exchequer 
responsible for the introduction of that legislation 
were respectively the late Sir Robert Horne (as he 
then was), the late Mr Neville Chamberlain, Sir 
nee (as he then was) and the late Sir Kingsley 
Wi 


A Temporary Tax 

The excess profits levy is no exception to the balance 
that appears to have grown up in Westminster on 
fiscal matters, since it has been condemned impartially 
by members of both leading political parties. Mr 
Reginald Maudling, now Economic Secretary to the 
Treasury, went so far as to say on March 17th, 1952, 
when he was still a private member: 'I do not think 
it is a good tax’, and to add: ‘This must be a 
temporary tax.' А 

Mr Robert Boothby described it as ‘an absolutely 
rotten tax’; and Mr Horobin, also a Government 
supporter, as ‘an absurd lunatic nightmare of a 
tax’. Strikingly appropriate as that last description is, 
I would myself award the palm to Mr Gaitskell 
who called it ‘a tax which has no friend’. | 

1 can assure you that in consenting to speak on this 
subject tonight I do зо out of no’ friendship for a tax 
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which involves. the most appalling complications, 
and which has been спаса to yield £50 million 
for the year 1952 — a sum which could have been 
raised by an additional few pence in the income-tax 
on the profits of companies. 


Offertory or Collection 
There is one thing to be said for it. The description 
'excess profits levy' is at least in part candid. It is 
not described in terms of delicate irony, like the 
‘special contribution’. The word ‘excess’, of course, 
as is fashionable in fiscal nomenclature, conjures up 
horrible pictures; the word ‘profits’ nowadays 
appears to have assumed a sinister significance; 
but ‘levy’ is plain and straightforward. In the Church 
of England the corresponding impost is described, I 
understand, as ‘the offertory’. In the Church of 
Scotland it is called more bluntly ‘the collection’. 
The incidence, I apprehend, is about the same. . 
You may wonder why I should expend your time 
on this introduction and there are-two reasons. I do 
so in the hope of profiting by the advice given to 
Boswell by Dr Johnson as to how he should address 
a Parliamentary committee. The great man replied, 
‘Why, sir, you must provide yourself with a good 
deal of extraneous matter which you are to produce 
‘occasionally so as to fill up the time; for you must 
consider that they do not listen much. If you begin 
мин the strength of your cause it may be lost before 
they begin to listen. When you catch a moment of 
attention, press the merits of the question upon 
them.’ f 

For this quotation I am indebted to that great man 
the late Lord Macmillan in whose fascinating and 
lately published autobiography it appears.! I cannot 
hold out the hope of much extraneous matter later 

on, even if your attention should reasonably flag. 
The other reason is that I feel very conscious of 


.the elementary nature of the treatment of this tax 


you will receive from me. I had hopes or visions of 
dealing with some of its more intellectual aspects; 
but having made soundings among members of your 
profession and of the Revenue, I have reached this 
sombre conclusion. : 


А Hostile Act 
This tax, because of its exiguous yield, fantastic 
complications, and the severe strain on skilled man- 
power it involves, has induced alike in the professions 
and in the Revenue a marked distaste for having 
anything to do with it- beyond what is strictly 
unavoidable. Eminent accountants have warned me 
that so far there has been relatively little attempt to 
grapple with its complications and that I could most 


14 Man of Law’s Tale. Macmillan & Co Ltd, London, 
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usefully attempt a fairly general review; and one of 
Her Majesty's Inspectors is reported to have let it 
be known in his District that the first accountant to 
submit an E.P.L. computation will be regarded by 
him as being guilty of a hostile act! 

For these and other reasons and in the light of 
that advice, I have revised my original hopes and, 
acting on that advice, what I will attempt to do to- 
night, under the protection of the title ‘Some 
aspects of the excess profits levy’, is to deal on a 
condensed basis only with some of the salient 
features, largely in relation to standards, in order that 
what I hope to say at the end, in connection with 
transfers of businesses may be more intelligible or, 
to put it more accurately perhaps, less unintelligible. 


The Scope of the Tax 


The provisions as to the excess profits levy are to be 
found in 34 sections in the Finance Act, 1952, and 
in five closely printed schedules, the Eighth to the 
Twelfth. The first of these sections – Section 36 — 
starts off blandly enough by stating that where the 
dig for any chargeable accounting period of a 

ody corporate carrying on a trade or business to 
which Part V of the Act applies exceed its standard 
profits, there shall be charged on it in respect of the 
excess a tax equal to 30 per cent of the excess. It will 

robably be simpler to use the expression ‘company’ 
instead of ‘body corporate’ for the purposes of my 
remarks this evening. 

‘Chargeable accounting period’, as you know, 
means normally a company's accounting period or a 
rateable part of it. There are provisions in Sections 
41 (3) and 42 (4) and paragraph 7 of the Twelfth 
Schedule to cover special cases. The 'period of 
charge’ means the period beginning on January rst, 
1952, and ending with such blessed day as Parliament 
may hereafter determine. ‘Standard profits’ means 
profits calculated in accordance with the provisions 
of the Act. The excess profits levy is novel in being 
a ‘net’ tax, chargeable in addition to income-tax and 
profits tax, and, accordingly, in computing income 
or profits or losses for the purposes of income-tax 
or profits tax, no deduction is to be made on account 
of the excess profits levy. (Section 36 (4)). 

Section 37 is labelled: ‘Scope of the excess profits 
levy’ and starts off by providing that save as otherwise 
provided, the relevant trades or businesses for this 
purpose are all trades or businesses of any des- 
cription (1) carried on in the United Kingdom by a 

any, or (2) carried on by а сотрапу ordinaril 
sealer | in the United Kingdom by itself or oigh 
an agent. As you know, the test of a company’s 
residence depends not on the place of its incorporation 
or the locality of its shareholding, but upon where the 
central control and management of its business is 
to be found. A company is resident here for tax 
purposes unless the central control and management 
of its business is exclusively exercised outside the 
United Kingdom. This test of corporate residence, 
laid down in the leading cases, is now enshrined in 
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the double taxation agreements, which have effect 
as treaties. 


Investments 


Section 37 (2) provides that, where the functions of 
a company consist wholly or mainly in the holding 
of investments or other property, the holding of the 
investments or property is to be deemed, for the 
purposes of the excess profits levy, to be a business 
for the purposes of the excess profits levy. The case of 
Costa Rica Railway Company Ltd v. CLR. (21 А.Т.С. 
184; 29 T.C. 34) is authority for the view that the 
question of whether the functions of a company 
consist mainly in the holding of investments or other 
property is a question of fact. The meaning of 
‘investments’ for the purposes of the excess profits 
tax received authoritative consideration by the House 
of Lords in the case of С.Г.В. о. Tootal Broadhurst 
Lee Со Ltd (26 A.T.C. 330; 29 T.C. 352). 

Section 37 (3) goes on to provide generally that all 
the trades or businesses carried on from time to time 
by the same company shall be treated for the purposes 
of the excess profits levy as one and the same trade 
or business, and that references to the trade or 
business of a company shall be construed as references 
to all the trades or businesses from time to time 
carried on by that company. This may be a provision 
of some importance. It would result, for example, in 
а company which changed its trade retaining its old 
standard, while losing deficiency relief under Section 


42 (5). 


Standards 
Section 38 deals with standard profits for a full 
year where a trade or business commenced on or 
before January rst, 1947. It is in these cases that the 
standard of earlier profits (subject to certain options 
and adjustments) applies. 

The next section – 39 ~ deals with standard profits 
for a full year where the trade or business commenced 
after January 1st, 1947. 

Dealing first with the case of a trade or business 
commenced on or before January Ist, 1947, the 
section starts off with the provision that the standard 
profits shall be half the company's profits for the 


- Standard years. It is then necessary to jump to sub- 


section (5) to learn that the standard years are 1947 
and 1948 or 1947 and 1949 or 1948 and 1949, except 
in the case of companies whose main business was 
carried on in territory which, between 1942 and 1945, 
was under Japanese occupation. In such a case a 
company may choose the standard years 1949 and 
1950. 

It is a feature of this legislation that a company's 
standard profits are subject to certain adjustments. 
The first of these is to be found in Section 38 (2) 
and that provides that where, after the beginning of 
the first of the standard years and before the end of 
the chargeable accounting period in question, the 
company receives any cash in respect of any issue of 
share capital the amount of the standard. (being half 
the profits of the two standard years chosen) is to be 
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increased by 12 per cent of the sum received in res- 
pect of any issue of share capital, or where it pays 
апу sum in cash by way of repayment of its s 
capital, the amount of the standard is to be decreased 
by 12 per cent. 

What ‘Cash’ Means 
Two points fall to be mentioned right away. The first 
is that cash does not necessarily mean cash and, in 
many cases, will not mean cash; and it may be 
convenient to mention now the terms of Section 66 (3), 
since its provisions run right through this legislation. 
It says where valuable consideration is given other- 
wise than in the form of money by or to a company, 
во much of any provision of this Act relating to the 
excess profits levy as refers to payments in cash made 
or received by a company shall have effect as if that 
company had instead paid in cash, or, as the case 
may be, received in cash, a sum equal to the value of 
that consideration. 

As we shall see when we come, for example, to the 
question of transfers of businesses, the inherited 
standard in permitted cases falls to be adjusted by 
reference to the value of the consideration which 
may consist of an undertaking and not cash, or the 
value of assets, which may not consist of money, 
withheld from the transfer. 


Director Control 


The second comment that falls to be made at this 
stage in relation to this first adjustment is that the 
figure of 12 per cent is not the applicable percentage 
in the case of a director-controlled company. In such 
a case, the figure is 14 per cent. That follows from 
Section 38 (7). 

As regards director-controlled companies, ‘control’ 
is defined in Section 66 (1) as meaning, shortly, the 
power of a person to secure directly or indirectly 
that the company’s affairs are conducted in accord- 
ance with his wishes, and the leading authority 
remains the decision of the House of Lords in 
J. Bibby & Son Ltd о. C.I.R. (24 A.T.C. 70; 29 T.C. 
167) where Lord Russell of Killowen said (29 T.C. 
at page 179): 

*Controlling interest is not the extent to which 
the individuals are beneficially interested . . . but 
the extent to which they have vested in them the 
power of controling by votes the decisions which 
will bind the company in the shape of resolutions 
passed by the shareholders in general meeting.’ 


There have been various discussions and reservations 
as to the position of a bare trustee or nominee holder 
which need not concern us here. For most purposes, 
you look at the company's register and, if you find 
a sole holder, or, in the case of joint holdings, the 
usual provision either in express terms, or by reason 
of the non-exclusion of Table А on this point, that 
in the case of joint holders the first-named holder 
pies at a meeting is the person whose vote is to 

e counted to the exclusion of the other holders, 
then you ask the question, as regards the sole holder 
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or first-named holder, i is he or is he not a director? 

In this connection, I ought to mention that the 
anti-avoidance provisions introduced with reference 
to the profits tax in Section 32 of the Finance Act, 
1951, which refer inter alia to changes in the director- 
ship of a director-controlled company, have been 
applied to the excess profits levy by Section 69 of 
the Finance Act, 1952. 


Under- and Over-distributions 


With this excursus, I now come back to the question 
of the standard profits of a company where a trade or 
business commenced on or before January 1st, 1947. 
As I have said, the standard starts off by being half 
the profits for the two standard years chosen and then 
it may fall to be adjusted by the appropriate 12 per 
cent or 14 per cent. There are certain detailed pro- 
visions as to applying the percentage rateably. ' 

І now соте to the second adjustment of the 
standard profits in relation to a pre-1947 trade. The 
excess profits levy legislation perpetuates the scheme 
of the profits tax in its present 'two-tier' form, inas- 
much as it too penalizes distributed profits. The 
Scheme in this instance, to be found in Section 38 
(3), is that, if there are what are called ‘under- 
distributed profits’, the standard as adjusted by the 
percentage under Section 38 (2) is to be increased by 
12 per cent of the amount of the undistributed 
profits (or 14 per cent in a director-controlled 
company) and, if there are what are called ‘over- 
distributions of profits’, that amount is to be decreased 
by that percentage. 

Under-distributions and over-distributions are 
dealt with under Section 46 of the Act and in the 
Tenth Schedule and I do not propose to deal with 
that topic in detail, but it may be convenient to 
notice in passing the scheme of this provision. It is, 
shortly, as follows. The calculation falls to be made 
by reference to the ‘relevant date’ to be found in 
Section 38 (6) depending on the standard years 
chosen. The calculation, in the ordinary case, falls 
to be made by looking at whether there has been an 
under- or an over-distribution in the period beginning 
with the relevant date and ending twelve months 
before the end. of the chargeable accounting period. 
The relevant date is prescribed in Section 38 (6). 
For example, where the standard years are 1947 and 
1948, the relevant date is July rst, 1947. It might 
have been natural to take a period from half-way 
through the standard period to half-way through the 
chargeable accounting period, but the latter would 
have involved ‘unknowns’, and in each case the limit 
chosen has been made six months earlier than the 
middle date. 

The scheme of the Tenth Schedule is to work out 
a sum on a net basis to ascertain, to put it very 
shortly, the excess or deficiency of ‘retained money, 
and to reward or punish accordingly, in the light of 
the company’s behaviour – including its behaviour 
st times before the tax was even conceived. 

Pausing at this stage, we therefore find that the 


40 


standard of а рге-1947 trade or business is half the 
profits for the standard years, plus or minus the 
percentage in relation to what may be called capital 
transfers, plus or minus the further adjustment in 
respect of ‘under-distributions’ or 'over-distributions'. 


Pre-1947 Alternative Standards 


Then we come to a number of elections that are open 
to a pre-r947 trade or business. By virtue of 


Section 38 (4), a company may elect that its profits 


for one of the two standard years shall be taken to 
have been an amount equal to 8 per cent (10 per cent 
if director-controlled) of the ave amount of its 
paid up share capital in that year. Or it can elect to 
tzke in substitution for both the standard years an 
amount equal to 10 per cent (12 per cent if director- 
controlled) of the amount of its paid up share capital 
at the end of 1946 or at the end of 1951 or an amount 
equal to 8 per cent (то per cent if director-controlled) 
of the value of its net assets at the end of 1946 or 
1951. Net assets are to be computed in accordance 
with the provisions of the Eighth Schedule, which 
prescribes the basis of valuation of assets and pre- 
scribes, in somewhat extended form, the liabilities 
that are to be taken into account in subtracting 
liabilities from assets in order to get at the figure of 
net assets. 

Аз I have indicated, the over-distributions or 
under-distributions are to be ascertained by reference 
to the relevant date. Where a company has chosen 
to substitute for the profits of both standard years a 
percentage of share capital or net assets under Section 
38 (4) (b) or (c), the relevant date is January ist 
immediately following the year specified in the 
election.  - 

Post-1947 Companies 


I now come to the question of the calculation of 
.standard profits where the trade or business com- 
menced after January rst, 1947, and I think perhaps, 
for aai ua ict this may be taken quite shortly. 
The general position is to be found in Section 39 (3 
that the standard is to be 12 per cent (or 14 per EA. 
of the amount by which the total of the sums received 
by it in cash in respect of any issue of share capital 
exceeds the total of the sums paid in cash by way of 
repayment of share capital. As I have indicated above, 
this will apply to cases where, for example, share 
capital of a body corporate is issued for a consider- 
ation other than cash, for example is the consideration 
for a transfer to it of an undertaking. Section 39 (3) 
goes on to make provision for an adjustment in 
respect of over-distributions or under-distributions. 
"There are a number of variants of the general position 
I have just stated to cover the case where, although 
the trade or business commenced after January rst, 
1947, it commenced before January ist, 1948, or 
January rst, 1949, or, in the case of Japanese occu- 
pation companies, January 1st, 1950, and there are 
variants to make provision for taking into account the 
standard profits in such cases. There are also pro- 
visions for modifying the relevant date for the purpose 
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of under-distributions or over-distributions in these 
cases. 

We can conclude the consideration of ‘standards’ by 
referring to the provisions of Sections 40 and 41. 
The former of these is labelled ‘Effect on standard 
profits of borrowed money" and this section provides 
that where the average amount of borrowed money 
in the chargeable accounting period exceeds the 
average amount in the standard years, the standard 
profits are to be increased by 4 per cent of the excess 
and, if the calculation is the other way round, there 
is to be a decrease of 4 per cent deficiency. This | 
covers the case where the profits are calculated by 
reference to the actual profits of the standard years. 
"There is an express provision that where the company 
has elected under Section 38 (4) (a) - that is to take as 
the profits of one of the standard years 8 per cent (or 
то per cent) of the paid-up share capital – this pro- 
vision as to borrowed money is to apply as if there had 
been no borrowed money during the year to which 
the substitution applied. Тћиз, if it had /х of 
borrowed money in the other year, the figure for the 
standard years would be £x divided by two. Further, 
under Section, 40 (2), where a company's standard 
profits for a full year fall to be calculated otherwise 
than by reference to its profits during the standard 
years, which would cover, for example, what 1 have 
called the normal case of the post-1947 company, 
taking 12 per cent (or 14 per cent) of the net share 
capital, and a company electing under Section 38 (4) 
(6) ог-(с) for a percentage standard, such a company’s 
standard profits are to be increased by 4 per cent 
of the average amount of borrowed money.in the 
chargeable accounting period, taking the sum to be 
subtracted as zero. 

The last section dealing with the question of 
standards is Section 41, which gives an overriding 
option to take a minimum standard of £5,000. In 
this section there is the first reference to what is 
called ‘common control’, the definition of which is 
to be found at the end of Section 66 (1). That provides 
that two companies are to be deemed.to be under 
common control if one has control over the other or 
some third person has control over both. 'The 
minimum is refused if a company incorporated after 
January 186, 1952, and another (whenever incor- 
porated) are under common control. À number of 
companies may share the £5,000 standard if all are 
incorporated after January Ist, 1952, and other- 
wise satisfy the conditions of Section 41 (2). 
'These provisions are no doubt intended to guard 
against the possibility of a number of connected 
companies being formed, possibly for hiving off 
parts of a trade or business, with a view to obtaining 
a minimum standard for each of them. 


Deficiencies and Breaks in Continuity 


Section 42 deals with deficiencies of profits and 
relief in respect of these. A deficiency arises where the 
profits for a chargeable accounting period are less 
than the standard profits or where there is a loss. 
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In the former case, the deficiency is the amount by 
which the profits fall short of the standard profits 
and, in the latter, the deficiency is the amount of 
the loss added to the amount of the standard profits. 
The scheme of this section is that, where there is a 
deficiency, it is to be applied in the first place in 
reducing profits chargeable with the levy for previous 
chargeable accounting periods and relief is to be 

- given by repayment or..otherwise. Where the 
deficiency is such that it exceeds the aggregate of 
the profits for the previous periods, the balance is to 
be carried forward. 

Section 42 introduces the concept of a ‘break in 
continuity’ for deficiency relief purposes. This arises 
in the circumstances dealt with in Section 42 (5), 
namely, where there is a change of control and a 
substantial change in the nature of the trade or 
business, or where a company wholly ceases to carry 
on the trade or business previously carried on, or 
where its business ceases to consist mainly in the 
holding of investments or other property, or where a 
company ceases to carry on a part or parts of its trade 
or business with the result that the trade or business 
carried on is less important than the parts dis- 


"continued. In any of these cases there is a break in- 


continuity and, shortly, the deficiency relief is lost. 
As will appear, ‘however, from Section 48 where there 
is a transfer of a trade or business to a newly created 
company without change of ultimate control, the 
deficiency relief is preserved. The question of 
deficiency relief and it preservation may be one of 
practical importance and will arise in connection 
with the question of transfers of businesses and 
grouping for the purpose of the excess profits levy. 


The Limit 


Section 43 provides an overriding limit on the 
amount payable by way of the levy of 15 per cent 
(or 10 per cent in certain cases) and the giving of 
provisional relief. This will mean, as I understand it, 
a special calculation year by year to see what the 
total amount payable has amounted to from January 
Ist, 1952. 

Section 44 deals with accounting periods. In the 
ordinary case, where accounts are made up for suc- 
cessive periods of twelve months, each of these 
periods is a chargeable accounting period, and, where 
they have ceased to be, the period is at the discretion 
of the Commissioners. 

Section 45 deals with the computation of profits 
and losses for the purposes of the excess profits | 
The detailed provisions to this end are set out in 
the Ninth Schedule and it will probably be sufficient 
for present purposes to note that the rules for the 
computation of profits for the purposes of the profits 
tax, which are in themselves an adaptation of the 
rules for computing profits for the purposes of the 
incomé-tax, are to be applied in computing profits 
for excess profits levy purposes subject to the detailed 
modifications which occupy no less than’ fourteen 
paragraphs of the Ninth Schedule, which shows that 
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this is a comparatively simple tax we are dealing with. 
It is unsafe to assume that the ‘profits tax rules’ 
apply, because that is not so. | 


Transfers: Three Classes 


I now come to the question of transfers of trades and 
businesses. This is likely to prove a question of 
practical importance, where, for example, it is 
desired to take advantage for income-tax purposes of 
a curve of falling profits so as to bring into operation 
the ‘cessation’ and ‘new business’ provisions and 
where, at the same time, it is desired not to lose for 
the purposes of the excess profits levy the benefit of 
a good standard based on profits for the standard 
years. The question of not sacrificing the deficiency. 
relief may also be one of importance. 

It has struck me that the question may be dealt 
with in stages. Take as the first case the case where 
there is a transfer of a trade or business, or part of a 
trade or business, to a stranger with no element of 
‘common control’ or membership of a ‘group.’ (A 
group relationship depends on 75 per cent control, 
direct or indirect, of ordinary share capital. (T welfth 
Schedule, paragraph 5)). Take as the second case, 
the case in which there is a transfer to a company 
under common control but where the conditions of 
a group do not exist. Take as the third case, the case 
where the transfer of the trade or business is to a 
fellow member of the group, whether existing or 
brought into existence. ' 


The First Case 
As to the first case, under Section 47 (1) the con- 
dition of the application of that subsection and the 
Eleventh Schedule, upon which the inheritance of 


= 


‘the transferor’s standard depends, is two-fold. The 


trade or business, for this purpose, must have been 
one which commenced before January 1st, 1949, and 
the transfer covered is where, at some time after 
January Ist, 1947, it is a transfer on a going concern 
basis to another company and there is no substantial 
alteration in the character of the trade or business 
in the period ending twelve months after the transfer. 
In that case, unless the transferee company (not 
being under common control with the transferor, 
which is the case I am now dealing with) otherwise 
elects, the provisions of the Eleventh Schedule apply. 
These, as we shall see, mean, shortly, that the 
transferee inherits the transferor’s standard, subject 
to certain percentage adjustments. If it does elect 


. „otherwise, the ordinary provisions for a standard 


will apply. 

Whether or not a transfer is on a going concern 
basis will, I think, prove to be a question of fact. 
The case of СЛ. v. Spirax Manufacturing Co Lid 
(29 T.C. 187) illustrates the likely criteria. The 
second condition, depending on ‘no substantial 
alteration in the character of the trade or business’, 
will also give rise to issues of fact. My present view 
is that the key word is ‘character’ and that character 
may persist in the hands of the transferee, even 
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though there may be important differences in the 
magnitude of the trading operations. Character may 
thus determine destiny. 

Section 47 (2) deals with the case where a part 
not amounting to substantially the whole of a trade 
or business is transferred. In that case, the provisions 
of the Eleventh Schedule apply only if both the 
transferor and transferee elect. (Here again, in the 
case I am not now dealing with, viz. common control, 
election is excluded.) Again, for the purposes of 
Section 47 (2), the question is to be considered 
whether the transfer of the part is on a going concern 
basis without any substantial alteration in the 
character of that part of the trade or business. This 
obviously may raise more difficult questions of fact. 
Subsection (3) of Section 47 is concerned with the 
case where the previous trade or business is carried 
on by an individual or a partnership and it is full of 
complicated provisions touching on consanguinity 
and the meaning of ‘spouse’ and the extended meaning 
of ‘child’, to include a step-child, an adopted child and 
an illegitimate child, and the meaning of ‘brother’ and 
‘sister’. I hope I may be forgiven in not diverging 
from the main theme to examine these most interest- 
ing and elaborate concepts. It would, I think, be 
more profitable to examine instead what happens in 
the pri case I have taken if the Eleventh 
Schedule does apply because of the satisfaction of 
the conditions of application of Section 47. 


The Eleventh Schedule 


Paragraph 1 of that schedule deals with transfers 
taking place before 1952 and provides that the 
standards of the transferor and transferee are to be 
calculated as if the trade or business of the transferor 
had been carried on by the transferee, and the 
transferor’s profits, losses, under-distributions and 
over-distributions had been the transferee’s and not 
the transferor’s, as if the transferor’s share capital 
had been the share capital of the transferee with 
adjustments as to transfers of share capital, as if the 
transferor’s borrowed money had been that of the 
transferee and, finally, and as if the transferee had 
paid in cash by way of repayment of share capital 
and the transferor had received in cash in respect 
of an issue of share capital amounts equal to any 
excluded assets and, to put it shortly, the value of the 
consideration paid by the transferee. This means 
that the transferor’s standard, adjusted under 


Section 38 (3), is inherited by the transferee subject - 


to the percentage reduction (12 per cent or 14 per 
cent) under Section 38 (2) of the Act (reading ‘cash’ 
in the extended meaning given to it to include 
valuable consideration under Section 66 (3)), and that 
that percentage in such a cage (i.e. a non-group case) 
remains as the transferor’s standard. 

The next case dealt with in the Eleventh Schedule 
in paragraph 2 is that of transfers after 1951. ‘This 
deals with the standard profits of the transferee as 
follows. It may be an existing pre-1947 company 
with its own standard under Section 38, or a post- 
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1947 company with its standard under Section 39, 
which may be 12 per cent (or 14 per cent) of the 
value of the undertaking acquired for shares. That 
company’s standard is the first figure to establish, 
It then falls to be increased by the amount of the 
transferor’s standard for a full year calculated as for 
a chargeable accounting period beginning on the 
date of the transfer. In turn, the resulting figure 
falls to be decreased by 12 per cent (or 14 per cent) 
of the value of the assets transferred and the same 
percentage of any excluded assets. The transferor is 
left with that as his standard (unless the transfer is 
an inter-group one, which I shall deal with later) 
under the provisions of paragraph 3 of the Eleventh 
Schedule. 

In this first case I have taken of a transfer where 
there is no element of ‘common control’, or ‘group’ 
situation, it follows that there is no preservation of 
deficiency relief. (Section 42 (3)). 


‘Common Control’ Transfers 

The second case I have taken – which will be acommon 
case, for stamp duty and other reasons – is where the 
element of common control is present. One con- 
sequence is that if the transfer is one under Section 47, 
the Eleventh Schedule applies without option. If it 
is not one of a pre-1949 trade, dealt with under 
Section 47, it may be necessary to consider Section 48. 
Section 48 applies only to a transfer after January rst, 
1952, to a company that has not previously carried on 
a trade. 

'This applies only where there is a transfer of the 
whole or substantially the whole of a trade or business 
and, in such a case, there are two consequences. 
Deficiency relief is preserved under Section 48 (i) 
and the inheritance adjustment provisions of the 
Eleventh Schedule mentioned above are applied, 
even if the transferor's trade was commenced after 
January rst, 1949. 


Group Transfers 


Finally, I come to the third case, where the con- 
ditions of group treatment are applicable. The 
relevant section in relation to group treatment is 
Section 49, which is quite perfunctory and throws 
you right into the jungle of the Twelfth Schedule. 
As far as I have been able to sort that out, there are 
two cases in relation to transfers of businesses that 
arise under it. Аз you know, the main scheme of that 
schedule is that you look at the position at January 
I8t, 1952, and disregard changes thereafter; but there 
are two exceptions to be noted for present purposes. 
The first is under paragraph 1 (3) which says that if 
after January 1st, 1952, a company is incorporated, 
which when it starts to trade is a subsidiary of any 
member of a group, it shall be deemed to be a member 
of that group, unless in that time the nexus has been 
severed. This interesting phenomenon will be found 
in paragraph 3 of the Twelfth Schedule and arises, 
shortly, when a company is deported or dissolved, or 
ceases to be a subsidiary. 
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The second is where a group is formed after 1951. 
This arises under paragraph 4 and, shortly, means 
that, if there is no company or only one company in 
existence at January 1st, 1952, and thereafter sub- 
sidiaries within the meaning of paragraph 5 come 
into existence, none, or only one of which had 
traded at January 186, 1952, then a new group comes 
into existence. The link between the ‘Twelfth 
Schedule, dealing with groups, and the Eleventh 
Schedule, dealing with transfers of businesses, is to 
be found in paragraph 8 (6) of the Twelfth Schedule. 
This provides that if the transfer takes place within 
the group, the adjustments under paragraphs 2 and 3 
of the Eleventh Schedule apply. 


Spot the Lady 


As regards the application of the Eleventh Schedule 
to a group case, as І read paragraph 12 (1) of the 
Twelfth Schedule, a further adjustment of the 
parion under paragraphs 2 and 3 of the Eleventh 

chedule falls to be made, so long as the transferor 
member of the group remains in existence. The 
percentage standard based on the value of the under- 
taking which the transferor would retain in a non- 
group case as its standard is taken away from it under 
paragraph 12 (1) (a) and the only standard left 
with such a transferor will be the percentage on 
excluded assets. This is no doubt because under 
paragraph 13 of the Twelfth Schedule inter-group 
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dividends are ‘franked’ во that such a transferor with 
no excluded assets has no need of a standard. This 
whole rigmarole of tracing the percentages all over 
the place is reminiscent of the childish game “Take 
away the number you first thought of’, or ‘Hunt the 
slipper’, and even more deplorably of a race-course 
trick I have heard of, called, I am told, ‘Spot the 
lady’. 

I hope you will accept my assurance that І regret 
the inadequacy of my treatment of this subject 
before this learned audience tonight, and that you 
will forgive any errors which this paper may be found 
to contain. I havetold you my reasons for my selection 
of material - bound to be to some extent arbitrary. 
By way of extenuation, I would say this. The profits 
tax, in its current form, came into operation with 
effect from January 1st, 1947. Some of the com- 
pano of that relatively simple tax are only now 

eginning to appear. What the period of gestation 
will be in relation to the excess profits levy, with its 
infinitely greater complications, I should be the last 
to predict; but I feel sure that those assembled here . 
tonight will be unanimous in endorsing the view of 
the Economic Secretary to the Treasury that this 


'must be a temporary tax, and in hoping that its 


time will come soon, and before it has the opportunity 
of causing further gloom. and despondency, and dis- 
locating the fruitful exercise of the energies of the 
industry of this country. 


WEEKLY NOTES 


The Coronation Year 
President’s Remarks at Council Meeting 


We have pleasure in reproducing below the opening 
words of the address of Mr T. B. Robson, M.B.E., M.A., 
F.C.4., President of The Institute of Chartered 
Accountants in England and Wales, to the first 
meeting in 1953 of the Council of the Institute. 


"This year of which we are now on the threshold 
is to. be a momentous time for Her Majesty the 
Queen, and, through her, for us. 

‘In that stirring Christmas address in which she 
preserved and enhanced the tradition handed.to her 
by her father and her grandfather, she asked for our 
prayers so that she may have support in the solemn 
vows which she is to undertake next June. 

*We of this Council and on behalf of our Institute 
do here and now pledge ourselves to respond in 
every practicable way to Her Majesty’s call. We 
shall esteem it a high privilege that as citizens we 
are to have an opportunity, however small, to share 

- in her great undertaking. We shall pray earnestly 
that she may be given all the strength and support 
^ which she will undoubtedly need to make her reign 
the happy period which we so sincerely wish for her. 

‘In that spirit, that we may serve Her Majesty and 
her subjects loyally and well both in our general 
duties as citizens and also in our own special field of 
activity, I extend to each and every member of the 
Council, to the general body of members of the 
Institute and to the Institute's officers and staff, my 

^ very best wishes for 1953.’ 


New Year Honours 
We offer our congratulations to those members óf the 
profession whose names appear in the list of New Year 
Honours. 
Commander T. D. Galbraith, R.N., M.P., C.A., Joint 
Parliamentary Under-Secretary of State for Scotland, 
and'a member of The Institute of Chartered Account- 


. ants of Scotland becomes а Privy Councillor. 


Brigadier С. H. Walton, C.B.E, T.D., D.L., J.P., 
A.C.A., а director of Thomas Hedley & Co Ltd, and 
chairman of the Territorial and Auxiliary Forces 
Association, County of Durham, has been made a 
Companion of the Order of the Bath. 

Three members of the profession receive the 
С.В.Е.: they are Mr Herbert Franklin Carpenter, 
F.S.A.A., F.C.LS., Secretary of the British Electricity 
Authority; Mr Thomas Haworth, F.s.a.a., Chief 
Accountant, Port of London Authority; and Mr 
Frederick Varty Spark, a.c.a., a director of Harland 
& Wolff Ltd, Belfast. 

The O.B.E. has been awarded to Mr David Ritchie 
Bishop, F.S.A.A., F.1.M.1.A:, City Chamberlain, Aber- 
deen; Mr Joseph William Hough, r.3.4.4., F.1.M.T.A.,, 
Borough Treasurer, Islington Borough Council; Mr 
Percy Martin Robson, a.c.w.a., Expense Accounts 
Officer, H.M. Dockyard, Chatham; and Mr Fredric 
Keith Stewart, a.s.a.a., Deputy Va ds of 
Accounts, Ministry of Works. 
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The M.B.E. has been awarded to Mr Claude 
Neville Clinton Sebright, r.5.4.&., Chairman of 
Chigwell Savings Committee. 


New Bankruptcy Rules 


A further point of interest in the new Bankruptcy 
Rules which we mentioned last week is that Appendix 
3 of the 1915 Rules has been omitted. Appendix 3 laid 
down es of allowances to auctioneers, brokers and 
accountants, where the employment of such persons 
had been sanctioned. The fees laid down in the 
appendix for accountants were somewhat low and 
alt ough they could be increased with the sanction 
of the Committee of Inspection and the Board of 
Tradé or by the Court, the fact that such low fees 
were laid down operated in general to the disadvan- 
tage of the accountant. The exclusion of any specific 
figures from the Rules will facilitate the fixing of 
reasonable fees. 


Oversea Shareholders’ Rights 


The Share and Loan Department, states the current 
issue of The Secretary, the journal of the Chartered 
Institute of Secretaries, has been authorized to ask 
companies whose securities are quoted on the Stock 
Exchange to make adequate arrangements, whenever 
possible, to ensure that all shareholders have ample 
time in which to protect their rights. It has been 

suggested that when issuing shares for cash, airmail 
es should be used for communicating with those 
members resident abroad. 

This decision has been arrived at as a result of 
representations by a former president of a Dominion 
Stock Exchange, who said that much resentment was 
felt in Australia and New Zealand by the callous 
attitude adopted by companies registered in the 
United Kingdom towards shareholders in the 
браве ге In several instances recently, rights 
have been lost because notification and acceptance 
could not be effected by surface mails within the 
prescribed time limits. 


Three- quarters of the Fiscal Year 


The third quarter Exchequer returns are particularly 
interesting this year. The apparent gap between 
estimates and actuals is disturbingly large and the 
real gap is even worse, for there have been accounting 
complications with the dollar aid accounts this fiscal 


year. Again, some of the trouble, it is now clear, may. 


come from a failure of the Revenue to live up to 
expectations so far, rather than to a galloping increase 
in expenditure. There will have to be a most remark- 
able c in the picture during the last and current 
quarter of the fiscal year if the Chancellor’s Budget 
forecasts. (about which he was noticeably confident 
even as recently as a few weeks ago) are to be fulfilled. 
` The apparent overall deficit up to the end of 
December was £951 million, compared with one of 
£602 million at the same time last year. Superficially, 
a rather better result for the time of the year was to 
be hoped for, since a better final outcome on the 
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year is expected. The ‘above the line’ account shows a 
deficit of £525 million – about £300 million worse 
than at the end of 1952. The 'below the line' deficit 
comes out at £426 million against £376 million last 
year. Owing to the way in which dollar defence aid 

been treated (by debiting a sterling counterpart 
account as the dollar credit has been drawn, the 
defence outlay for the year having at the same time 
been shown in the official figures after taking the 
dollar credit only into account) the position is slightly 
worsened. On the other hand, the savings from cuts 
in food subsidies have to be taken into account. 
After making the necessary adjustments, the true 
deficit on the year is about {£1,015 million up to 
December 31st, a worsening of £413 million on the 
year before. The Budget looked forward to an 
improvement of £91 million, so there is a gap of 
£504 million to close in three months. 

So far, income-tax has gained only £6 million on 
the year although profits tax has produced /53 
million of the expected additional £137 million. It is, 
of course, still possible for these two major items to 
swamp any continued lack of resilience there may be 
in other headings of the revenue. It is, however, 
very much an open question whether the known 
economies now being reaped in expenditure are to 
be offset by heavy supplementary estimates for . 
defence before the close of the fiscal year. Some 
supplementaries of this sort are certain. 


Gold Reserves and the Debt Service' 


During December the gold and dollar reserves 
declined by $49 million, a result which was generally 
expected. As the table set out below shows, the drop 
was caused by the payment of the service on the 
dollar debts. The de bt payment itself took $181 
million, but there was a defence credit from the 
United States to take into account which left a net 
debit of $150 million. 

Gold received from the European Payments Union 
in November amounted to $80 million, so it is possible 
to deduce the state of this country's balance with the 
rest of the world, including the dollar area. T'his 
comes out at $21 million, so that the improvement in 
the overall position has been held to the end of the 

ear. 
d (Millions of dollars) 
Gold Ordinary) Total 











balance | Special | gold and| balance 
1952 with items | dollar | (= Change 
E.P.U. 
December: .. | + 80 
November .. | + 96 
October edd 37 
September ..|— 5 
August.. -- | — 99 
Jay .. — 23 
Бесопа quarter: 
Monthly А 
average | — 48 
First quarter: 
Monthly 
"average | — 73 
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FINANCE AND COMMERCE 


Outstanding success achieved by the {20 million 
Anglo-Iranian debenture issue has temporarily 
diverted attention from the stock market’s main con- 
sideration — the current Budget deficit. If the deficit 
is to be made good there can be but little prospect of 
any flow of money to the stock market although the 
effect on sentiment of an improving Budget position 
may keep prices relatively steady. 


Dividend Reserve 


The accounts of Malayalam Plantations Ltd which we 
reprint this week may be considered in the light of 
events at the annual general meeting. Certain share- 
holders expressed dissatisfaction with the dividend, 
reduced from 15 to Іо per cent in what, it was 
claimed, was the lont year the company had ever had. 

One member drew attention to the dividend 
equalization reserve and the general reserve which, 
he said, acted as a cushion to falling profit and he 
wanted to know the purpose of these two reserves 
and particularly the former. Was not the present, he 
asked, an occasion on which the dividend equalization 
reserve could have been used. 

The chairman replied that it waa a question of 
simple arithmetic. They had to finance the crop for 
at least eight months till it was sold and at the same 
time continue to run the estate. The £1 million in 


the bank was hardly sufficient to cover that. It took 
three times as much capital to operate the company 
as it did not so many years ago and the dividend 
decision was really a safety-first policy. With regard 
to the dividend equalization reserve the chairman 
stated that in point of fact the cash was not actually 
there at present but had been used on the’ business. 
The position really involved the question of the need 
of more capital. 

So much for the meeting. One can appreciate the 
feelings of shareholders who, from the balance sheet, 
have every reason to think that the dividend equal- 
ization reserve is there in full force for the purpose 
for which it was created. As to the wisdom of the 
directors’ use of the reserves for the general purpose 
of the business we raise no question. They obviously 
felt that in so doing they were acting in the best 
interests of the company and the shareholders. Their 
cautious policy moreover can obviously be justified 
now that the plantation industry, after a compara- 
tively brief period of high prosperity faces the heavy 
fall in the price of rubber, rising costs and heavy 
taxation. 


Auditors’ Position 


The auditor’s view of this question must start with а 
clear understanding that the purpose of a dividend 





MALAYALAM PLANTATIONS LIMITED 
Balanco Sheet March 3ist, 1952 


(Exchange taken at Is 6d per Rupes) 














314311951 
t 1 
Capital 
Authorized 2,000,000 
a ola Stock transferable in multiplas 
bi 1,812,021 1,812,021 
ван crei : 
Bulldings, Machinery, etc. Spectal Re- 
serve іп addition to Pcs aaa 
written off .. os 527.284 441.069 
Replanting x . x .. 100,000 40,000 
—— 617284 
Revenue Reserves and Surplus 
General .. .. 500,000 340,000 
Dividend E vallzation 150,009 150,000 
Investment Realization "£15,085 
et " lus on investment 
uring year 959 
15,968 15,085 
Profit and Loss secure - Balance 
carried forward — . 102,827 103,448 
= 768,795 
3,206, 100 2,901,623 
Future Taxation 
Indian and ted Kingdom. come 
Tax, 1952-5 "m 561,500 371,000 
Current Liabilities 
Sundry creditors 642,874 518,712 
Interim dividend ie June 25ra, 195 47,566 47,566 
Proposed final divid 47,566 738,006 95,13! 
Contracts at March 3ist, 1952, on account of 
capital че a for 1952-53, are esth- 
mated at £67,690, 
J. А. CLUBB, 
Н. J. WELCH, _f Directors. 
per pro. HARRISONS & CROSHELD LTD, 
Secretaries, 
J. A. BENTHAM, A. 
£4,507,606 | £3,934,032 

















31/3/1951 
- £ £ £ 
Fixed Assets 
Purchase and Development of Estates 
ас net book amount at March 3ist, 
а and additions at cost, less dis- 
з 1,725,531 123,115 
(The cost of “supplying tea and re- 
planting rubber is charged to 
revenue as and when incurred.) 
Bulidings, Machinery, etc, at cost .. 1,277, 1,181,674 
Less Depreciation to date .. 750,103 7 
(See Special Reserve, contra) 527.284 441,069 
Trade Investment at cost gs T 70 me 
2,253,517 2,164,184 
Current Assets 
Produce In stock at nod selling 
prices. ý 405,336 409,836 
Materials and stores |. 252,007 180,366 
Sundry debtors and payments in ad- 
vance . 142,627 142,172 
British Government securities 100,857 99,857 
(Market value at March 3lst, 1952, А 
£91,738) ^ 
Other quoted investm 64,959 69,023 
(Market value at March зй, 1952, 
£60,449) 
Tax Reserve Certificates 275,000 == 
Cash at Banks, on current and deposit 
accounts, and In hand . 1,013,393 868,594 
2,254,089 у 
£4,507,606 | £3,934,032 
— 
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MALAYALAM PLANTATIONS LIMITED 
Profit and Loss Account for the Twelve months ended March 3ist, 1952 



































31/3/1951 
£ £ £ 
Cost of Production 
Tea as NS «4. 1,153,999 997,982 
Rubber .. d E yx .. 297293 257,247 
Cardamoms  .. i. .. ae 78 93 
1,451,370 1,255,322 
Sup Тез arees 161 301 
Се за expenditure – Rubber areas 21,019 20,028 
Depreciatton А Pulldings; Machimory, 
etc. 20,734 18,274 
Directors’ fees . es 3,000 3,236 
Administration and office expenses is 7,336 6,882 
Balance ~ profit before taxation — car- 
ried down .. HS 985,050 702,096 
£2,488,670 | £2,006,139 
Taxation 
United Kingdom Income Tax on In- 
vestment income  .. 2,718 2,056 
United Kingdom Brofits Tax on profit 
of year vis Р ES t 141,000 122,200 
Excess Profits Levy . 34,000 — 
Indian income Tax, 1952-53* | 326,000 237,000 
United Kingdom Income Tax, 1952-: 53% 382,500 238,500 
* After relief In respect of capital ——— 
expenditure 886,218 599,756 
less Double taxation гапе In as 
United Kingdom + 313,000 209,700 
573,218 390,056 
Balance ~ profit after бох саг- 
ried down  .. T a 411,832 312,040 
£985,050 £702,096. 
Special grants ~ 
to Employees m 6,564 6,619 
„ Employees’ Provident Fund 3,436 3,381 
10,000 10,000 ` 
» Етріоувез' Provident Fund, No.2 1,961 osi 1,885 
Directors’ additional remuneration .. 1,812 2718 
Transfers to Reserves ~ 
Buildings, Расла a petal 
Reservo .. 86,215 61,450 
Replanting Reserve . ate wn tr 60,000 40,000 
General Reserve... se oe 160,000 55,000 
Dividends – ` 
Interim dividend of 5 per cent, less 
tax at 95 6d in the £ 47,566 47,566 
Proposed final dividend of 5 per 
cent, less tax at 9s 6d In the £ + 47,566 siu 95,131. 
Balance transferred to Balance Sheet 102,827 103,448 
£517,947 £417,198 





























ш 
2 £ £ 
Sales and Stock (net) 
Tea s aie m .. .. 1,889,574 1,591,691 
Rubber .. € $a 86 +. 575,852 401,696 
Cardamoms  .. ЕЯ КА и: 586 485 
2,466,012 1,993,872 
Excess precends: of previous year s 
А Р 2,793 767 
Miscella laneous revenue. . 7,71 4,429 
interest on British Government зе- 
curitles (gross) 2,523 1,199 
Ра оп quoted Investments 
aro 3s == 3,299 3,385 
Bank deposit and other Interest (gross) 6272 2,496 
£2,488,670 | £2,008,139 
Balance brought down 985,050 702,096 
£985,050 £702,098 
Balance brought down ; = 411,832 312,040 
Balance from previous year " a 103,448 102,913 
Surplus on disposals of fixed assets 2, 2,245 
£517,947 £417,198 








equalization reserve is to keep funds available from 
which dividends can be paid beyond the point 
considered justified by the profits of the year. These 
resources must be liquid or in a readily realizable 
form or the reserve cannot fulfil its function. If the 
profits retained in the reserve are locked up in the 
business, the reserve ceases to deserve the title of 
dividend equalization. It is here that the profession 
might well consider where it stands. 

Admittedly the initial responsibility is the 
directors’. We suggest that as soon as a situation 


develops where directors have to admit, obviously. 


to themselves first, and then to their shareholders, 
that a dividend equalization reserve is not available 
for its specific purposes, a transfer of the appropriate 
amount should be made to general reserve. If that is 
done and the reason for the transfer is explained no 
more need be said. 

But if the reserve appears in the balance sheet, 
auditors are entitled to ask the directors what they 
have done with it. If the Board is unable to give an 





assurance that the reserve is available for its specific 
purpose, the transfer to general reserve should be 
recommended. Failing this, the facts should be stated 
and not left to be found out by disillusioned share- 
holders. Shareholders rely on auditors to bark when 
all is not what it seems. 


We can liken a balance sheet with a dividend 
equalization reserve to a building plan showing a 
buttress. If a surveyor finds that the buttress does 
not provide the support intended, can he certify 
us p actual building is in accordance with the 
plan 


Money Market 


Reduction to £249,660,000 in Treasury bill applica- 
tions on Jan 2nd was mainly the result of tower 
market demand. The market bid at £99 8s 1d was 
increased by 2d and 63 per cent of requirements was 
obtained. The average rate was £2 7s 8:204 per cent, 
a reduction of 8:16d per cent on the previous week. 
This week's offer is £180 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Professional Fees 


Sir, ~ The interesting correspondence on this matter 
induces me to comment to ‘Dolan’ (December 13th 
issue), that some areas have too many accountants 
just as before the war some localities had too many 
general medical practitioners. To get adequate fees 
the work to be done must justify the time it takes and 
the commercial charge for that time. Some account- 
ants have a natural ability to co-ordinate these factors. 
Most accountants, however, need to reflect on their 
experiences and not be so ready to do work which 
cannot possibly be remunerative. 

I agree with ‘Provincial F.C.A.’s’ sentiments 
(January 3rd), and I may say that I expect in the first 
half of 1953 some groups of practitioners with whom 
I am associated to see the way to making great 
advances on the topics of fees and related matters 
which may give a lead in solving the problems en- 
visaged in your correspondence columns and, at the 
same time, be of great assistance to the recognized 
bodies of accountants. 

Incidentally, I would be glad to hear of any other 
accountants who are interested in these matters. 

Yours faithfully, . 
London, ИС2. R. SPROULL. 


Is Taxation a Contingent Liability ? 


Sig - Мо doubt the most interesting article on 
‘Contingent Liabilities’ by Mr A. R. English, A.C.A., 
in the issue of December 2oth, 1952, was written 
with the full knowledge that taxation is now dealt 
with by four methods, namely, as a capital reserve, as 
а revenue reserve, as a provision and as a liability 
shown in splendid isolation in the balance sheet. 
Apparently, a fifth is to be added, namely, a con- 
tingent liability method presumably in conjunction 
with the first-mentioned four methods. Five different 
answers to the one problem; and accountancy is 
deemed an exact science! 

The point is, is taxation ever a liability contingent 
or otherwise? Is it not only and always a share of 
rofits due the Government as proved by the axiom 
no profits no taxation'? 

"The suggestion is made that it could be left in the 
rofits until it is paid over. This means, in effect, 
eaving it in the carry-forward. If, in turn, the carry- 
forward and sundry liabilities are grouped, the total 
so obtained could be compared with the total of the 
current assets and an opinion formed whether the 
company is trading within the framework of its 
circulating capital: the most vital information re- 
quired of any company. 

Whatever disadvantages detract from the value of 
the suggested method at least it can claim two 
important advantages. The first, it avoids the 


inclusion with trading profits of year No. 2 
adjustments of the taxation provisions of year No. 1. 
Such adjustments ought to be remedied in the carry- 
forward from year No. 1, for it is here the excess 
provision belongs or under-provision is required to 
be taken. Secondly, it pays to shareholders the com- 
pliment of not regarding them as a body indifferent 
to the welfare of their company and imbued only 
with the desire to lay their hands on all profits not 
put beyond their reach by the directors. This appears 
to be the reason for stripping trading profits by every 
possible provision and allocation and appropriation 
and placing only the skeleton before the share- 
holders for review. 

It is not suggested an estimate of taxation of every 
sort is not of vital importance to the reading of the 
accounts, but the Act permits this information to be 
given by way of note and it is suggested the best 
method is by way of note, and the best place for the 
note is in the directors' report where it can be more 
fully explained than by any method operating by 
means of items in the accounts. 


Yours faithfully, 
~ London, EC2. E. HARMAN 


Audit: Bank Statement 


Sır, – In The Accountant of December 2oth a reader, 
who signed himself ‘Amused’, stated that his auditors 
demand that the bank sheets for fifteen days before 
and after the end of the financial year be sent from: 
the bank to them and asked, ‘Is this sense or nonsense?’ 

It is sense that auditors should be free to carry out 
any reasonable methods of auditing that they may 
consider desirable. In fact, they should not stick to a 
rigid code of procedure but should always consider 
how they may improve their routine and should 
certainly pursue a line of inquiry suggested by any- 
thing they see on an audit, or even on a mere ‘hunch’, 

'The audit procedure described by 'Amused' may 
be due to any of these reasons and it could possibly 
be well worth while. There are several irregularities 
that would be revealed or prevented by it which 
might not be the case by the mere obtaining of a 
certificate of the balance from the bank at the end of 
the financial year. These irregularities may be remote 
possibilities but then many irregularities seem remote 
—until they occur. I shall not describe them here, 
because I feel I have gone far enough and it seems to 
me inappropriate that clients should be able to write 
to The Accountant on specific procedures adopted by 
their auditors and obtain detailed suggestions as to 
what the auditors may be looking for. Ín certain 
cases it could even make the client or his employees 
realize how warm or otherwise the auditors were and 
suggest effective evasive action. 

Incidentally, another possible audit check on the 
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bank account is for the auditors to ask for the certifica- 
tion by the bank of the balance at a selected date. 
This would still, of course, be additional to the 
essential certification of the balance at the end of the 
financial year. 

Finally, the signature of ‘Amused’ calls for com- 
ment. If in the course of his duties an auditor amuses 
his clients, he should not be worried. Some auditors 
go so far as to pretend to be amusing their clients and 
they arrive on an audit like wandering minstrels full 
of liveliness and fed humour. It is part of the service 
they provide and is very far from being incompatible 
with efficiency. 

Yours faithfully, 
DEREK E. COX. 


Valuation of Stock 


Sir, – Mr S. Е. Russell in his letter to you published 
in the issue of January 3rd, 1953, is not correct in his 
assumption that in my paper published in your issue 


London, SE21. | 


of December 27th, 1952, I intended to DT that the . 


standard cost method of valuation of stock should be 
ruled out. The example I quoted was one of those 
given to show that companies have, on occasion, 
found it necessary to modify previous valuation 
methods in order to present a true and fair statement 
of accounts. a, 

With fully adjusted standard costing the consistent 
valuation of stock at standard cost may well be in 
particular cases, the most appropriate method of 
valuation. 

- It will be interesting if Mr Russell’s letter does 

bring forward views on the various factors which 

must arise in the application of such a method. Mean- 

time I would direct attention to the report in the 

same issue of remarks by the President of the Institute, 

also at Liverpool, on the question of stock valuation. 
Yours faithfully, 

Hull. CHARLES M. STRACHAN. 
Taxation of Payments to Departing 
Employees 
Sir, – I have been interésted to read in Mr Spencer 
Maurice’s article in your issue of November 29th, 
his comments on the provisions of subsection (3) 
of Section 379. 1 have had difficulty, in the case of 
one fund, of ob the recognition of the 
employees and I should be grateful if he would 
indicate his authority for stating that the requirement 
that the fund s be recognized by both the 
employer and employee is satisfied if both’ pay 


contributions. Yours faithfully, 
ТЕМАХ. 


[Mr Spencer С. Maurice writes: Section 379 (3) of the 
Income Tax Act, 1952, provides that the Commis- 
sioners of Inland Revenue shall not’ approve any 
superannuation fand unless it is shown to their satis- 
faction that, inter. alia, the sum із recognized by the 
employer and the employed person in the trade or 
unde provision does not appear to have 
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received judicial consideration, but it is submitted that, 
in the absence of any statutory requirement as to the 
manner of recognition, any step by the employer and 
the employed person which amounts to an unequivocal 
recognition of the fund’s existence must suffice, and 
that the payment of contributions must be such a step. 

е same view is apparently taken by the learned 
author of an article entitled ‘Pension Schemes’ in Late 
Notes, Vol. 71, page 42, at page 43. Furthermore, the 
view is expressed in Konstam’s Income Tax, 12th edition, 
paragraph 317, that if this condition and the others 
referred to in the subsection are shown to the satis- 
faction of the Commissioners to have been fulfilled, the 
Commissioners.have no power to withhold approval of 
the fund.] 


Accounting for Inflation 
Sm, – Are industrial profits inflated by the high 
mone values of present-day stocks? Many 
authorities appear to answer this question in the 
affirmative. 

The writer believes the theory fallacious since: 

(1) If closing stock be valued at cost and brought to 

credit of trading account,'the effect is to nullify 
the purchase thereof, profits being unaffected 

(2) Whilst grounds exist for stating that profits con- 

tain a 'capital' element because of the calculation 
of depreciation on historical rather than replace- 
ment basis, there is a material difference of fact 
when dealing with stock, viz. obviously no part 
of closing stock has been used in producing the 
year's sales, whereas a year's usage of historically 
depreciated plant has actually taken place. 

The problem is surely one of finance and presents 
itself under every expenditure head not merely those 
which are, in part, commonly carried forward. The · 
root of the difficulty lies in the time lag in the trading 

x d between expenditure and income. No distortion 

rofits from this cause is apparent to the writer. 
er views will be appreciated. 


Yours faithfully, 
Watford, Herts. J.P.STOTT, aca. ` 


Christmas Questions 
Sm, – Thank you for this feature (December 2oth 
issue), which has given me much pleasure. 

But as an upholder of Gilbert and Sullivan and 
their works, I wish to make some corrections and 
comments on your questions [Nos. 21 to 2 8] dealing 
with their operas. (It may well be that you have been 
misled by the reference books on Gilbert and 
Sullivan, many of which are full of inaccuracies.) 

Most important of all, І must refute your state- 
ment that The Pirates of Penzance had its world 

remiére in New York. A run there opened on 
Deber 31st, 1879, and preceded the first London 
performance in April 1880. But the earliest perform- 
ance of all was given to establish the British copyright, 
at the Royal Bijou Theatre, Paignton, on December 
30th, 1879, this being a postponement of the per- 
formance previously announced for Monday, Decem- 
ber 29th. A plaque on the building in Paignton that 
formerly housed the Royal Bijou Theatre commemor- 
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ates the performance and I may mention that the 
distinction of unveiling the plaque fell to me in 
November 1949. 

A purist might object to your describing The 
Pirates as a Savoy opera for the Savoy was not 
opened until 1882. 

Аз regards those who 

‘treasured . . . the pleasure of running little errands 

for the Ministers of State' 
your answer ‘Marco and Giuseppe’, although correct, 
misses the point of the quotation without an explana- 
tion that these two gondoliers were at the material 
time the acting joint Kings of Barataria. - 

Gilbert’s words also form the basis of question 13. 
The answer is not Jack Point but the ‘merryman, 
moping mum’, of whom the jester and his sweetheart 
Elsie Maynard, sang in The Yeomen (sic) of the Guard. 

I trust that you will not think me unduly hard on 
you. It has often struck me that the works of Gilbert 
and Sullivan, well-loved and familiar as they are 
reputed to be, are frequently misunderstood and 
misquoted by all but the true experts on the subject. 

Finally, may I suggest that the Duchess of 
Gloucester, born December 25th, 1901; is ап alterna- 
tive answer to your question No. 39. 

With good wishes, 
Yours truly, 

Cheadle, Cheshire. HUGH TIERNEY. 
[We | are, of course, aware ‘of the ‘copyright perform- 
ance’ of The Piraies of Penzance’, but dismissed it for 
the very good reasons given by H. M. Walbrook in 
his book on the operas: 

"There had previously been given one of those absurd 


Dos performancea” at which (to secure the copy- 
the work) the piece is gone through anyhow, 
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a placard is exhibited in the box-office, and one spectator 
is allowed to pay a guinea for a seat, the amount being 
handed back to him at the end of the performance. In the 
case of The Pirates of Penzance this solemn farce was 
enacted at the Bijou Theatre, Paignton, and the interest 
is entirely local; it is, of course, mentioned with pride in 
all the local “Guides”. 

The purist would be merely pedantic were he to 
object to including The Pirates of Penzance as a Savoy 
Opera. The definitive edition of the libretti of the 
operas, published by Macmillan, is entitled The 
Savoy Operas and naturally includes The Pirates. 

- We did not consider it necessary to outline the plot 
of Тће Gondoliers when giving the answer ‘Marco and 
Giuseppe’, which is quite sufficient to recall the 
circumstances of the reference to readers who know the 
opera. If they do not know the opera, then any elabora- 
tion of the answer will be lost on them. 

Jack Point's song is quite clearly autobiographical, 
'This ts evident from the end of the opera when he 
repeats part of it as he falls insensible at the feet of 
Elsie (for whose love he sighed in vain) and Fairfax. 

We agree that the Duchess of Gloucester is an 
alternative answer to Question 39. — Editor.] 


Sir, – May I take the liberty of inting out a small 
error in an otherwise admirable Christmas quiz? 
Question 64 (b) asks for the termini of "The Queen of 
Scots', and the answer given is Waverley (Edinburgh) 
and King's Cross. Should not this read Queen Street 
(Glasgow) and King's Cross? 


Yours faithfully, 
Ealing, W13. BRUCE c "BINGHAM. 


[Our correspondent is correct. The northern terminus 
of “The Queen of Scots’ is Queen Street (Glasgow), and 
we regret that our answer did not, as it were, go far 
enough! – Editor.] 


NOTES AND NOTICES 


Personal 


Messrs W. С. HawsoN, WiNG & Co, Chartered 
"Accountants, of Hartshead Chambers, Sheffield, I, 
announce that Мг К. Н. Grossop, A.C.4., and Mr 
К. Н. LITTLEWOOD, A.C.A., who have been members of 
their staff for a number of years, have joined the firm 
as partners. 

Messrs CHANTREY, BUTTON & Co, of Africa House, 
Kingsway, WC2, announce that, as from January 
rst, 1953, Mr C. M. POWELL, A.8.A.A., who has been a 
senior member of their staff for many years, has been 
taken into partnership. 

- Messrs Norris, TUCKER & Co, Chartered Асани 
ants, announce that they have now removed their 
offices to Coastal Chambers, 172 Buckingham Palace 
Road, London, SW1. "Telephone Sloane 2487. 

Messrs Curistrz, Winn & Со, of 44 Arwenack 
Street, Falmouth, announce that Mr J. M. BARNES, 
А.А.С.С.А., who has been in their employ as managing 
clerk for some time past, has been admitted into 
partnership. The name of the firm will remain un- 
changed. : | 


` Messrs C. M. Мекснамт & Son, Chartered 
Accountants, of Bank Street, Bury, Lancs, announce 
that they have taken into partners chip as from January 
ist, 1953, Mr JOHN DAYNES, A.C.A., а senior member 


: of the staff, who has been in the service of the firm for 


many years. The style of the firm will remain 
unchanged. 

Messrs Farrow, BERsEY, GAIN, VINCENT & Co, 
Chartered Accountants, of 53 New Broad Street, 
London, EC2, announce that as from Jan rst, 
1953, they have admitted into partnership Mr 
PATRICK LEE YOUNG, T.D., А.С.А., who has been 
associated with the-firm for some years. The style of 
the firm will remain unchanged. 

Messrs WnuEAWILL & SupwortH, Chartered 
Accountants, of 35 Westgate, Huddersfield, and of” 
Leeds and London, announce that as from January 
Ist, 1953, they have admitted into partnership 
Mr Georce DONALD WARRINGTON, B.SC., A.C.A., and 
Mr GzoncE EDWIN LISTER, A.C.A., both of whom 
have been associated with the firm for some years. 
The style of the firm will remain unchanged. 
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Messrs Н. J. Waucu & Co, Chartered Accountants, 
of Midland Bank Chambers, Hereford, announce 
that as from January 6th, 1953, they have opened an 
office at 18b Bridge Street, Kington, Herefordshire, 
under the management of Mr R. F. STOTT, A.C.A. 


Messrs Percy Mason & Co, Chartered Account- 
ants, of 32 Queen Anne Street, Wr, announce that 
Mr ALAN MARTIN BOND, A.C.A., has been admitted 
into partnership as from January 1st, 1953. The name 
of the firm will not be altered. 


Messrs Eric 8. Browne & Co, Chartered Account- 
ants, of Central Buildings, 41 North John Street, 
Liverpool 2, announce that Mr Denis HARROCES, 
А.С.А., who served his articles and has since been 
continuously associated with the firm, has been 
admitted to partnership as from January Ist, 1953. 
Тће name of the firm will remain unchanged. 


Messrs Drury, Тниксоор & Co, Chartered 
Accountants, of 69 Old Broad Street, London, EC2, 
announce that as from January 1st, 1953, they have 
taken into partnership Mr RAYMOND VICTOR 
FAWENER-CORBETT, А.С.А., who has been with the 
firm for some years past, and who served his articles 
with the late Mr C. W. Cronin. The style of the firm 
will remain unchanged. 

Messrs Burnett, Swayne & Со, Chartered 
Accountants, of 11 Westwood Road, Southampton, 
announce that as from January rst, 1953, they have 
taken into partnership Mr М. Howson GREEN, А.С.А., 
who has for some time been a member of their staff. 
'The style and the address of the firm will remain 
unchanged. 

Messrs ATKIN & Co, Chartered Accountants, 
announce that they have removed from 47 Arundel 
Street, Sheffield, 1, to Orchard Chambers, Church 
Street, Sheffield, 1. The telephone number ‘has been 
changed to 25091/2. | 

Messrs Соггор, Камрткв & Wuite, Chartered 
Accountants, of xor Hatton Garden, Holborn, 
London, ЕСт, announce that they have admitted Mr 
MARTIN BRISKI, A.C.A., into partnership as from 
January 1st, 1953. The name of the firm will remain 
unchanged. 

Messrs Squiers & Co, Chartered Accountants, of 
King’s Court, 115 Colmore Row, Birmingham, 3, 
announce that they have taken into partnership Mr 
M. B. Ілоүр, A.c.a. The practice will be continued 
under the style of SqurERS & Co, Chartered Account- 
ants, at the same address. 

The partners of Messrs DELOITTE, PLENDER, 
' GnirrITES & Co, London and South Wales, announce 
with much regret the death, on January 3rd, of Mr 
W. R. GRAVES, F.C.A., who had been a resident partner 
in South Wales since 1927. 

Messrs DELOITTE, PLENDER, GrirFiras & Co 
announce that they have admitted Mr E. A. 
McGeracny, C.A., as a partner in their Belgian firm as 
from January rst, 1953. Mr McGeacuy has been a 
mernber of their аб in Belgium for many years. | 
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` Messrs Brake, LARGE & Co, Chartered Account- 
ants, of 56 Bryanston Street, London, W1, announce 
that Mr B. MorLEY-HALL, F.c.a., retired from 
pan in the firm on December 3186, 1952. 
С. T. SCHOFIELD, F.C.A., the remaining partner, 
will continue to carry on the practice under the same 
firm name and at the same address as hitherto. 


Messrs BiNpER, HaMLYN & Со, Chartered 
Accountants, announce that they are moving their 
office today, January roth, from River Plate House, 
12 and 13 South Place, London, EC2, to 121 Queen 
Victoria Street, London, EC4. The telephone number 
will continue to be Central 0311 (9 lines), and their 
telegraphic address will be as follows: Inland- 
Rednibfar, Cent, London; Overseas — Rednibfar, 
London. 


Messrs Lever, Honeyman & Co, Chartered 
Accountants, of 9 Basinghall Street, London, ЕС2, 
announce that Mr CHARLES ROWLAND STEPHENSON, 
A.C.A., who has been associated with them for a 
number of years, has been admitted into partnership 
as from January ist, 1953. The style of the firm 
remains unchanged. 


Professional Notes 


The Brush Aboe Group announce that Mr Maurice 
Tattersfield, A.C.A., Е.С.С.8., has been appointed 
group controller of accounts, as from January rst, 
1953. Mr Tattersfield has been associated with the 
Owen Organization as a director and secretary of 
Electro-Hydraulics Ltd and Conveyancer · Fork 
Trucks Ltd, of Warrington, and a director of 
Electro-Hydraulics (Canada) Ltd. Before taking u 

his appointmerit with the Brush Aboe Group he wil 

ign these directorships. 

г Ralph Grut, a.c.a., has been appointed to the 
iid of The Export Tool & Case Hardening Co Ltd. 
Mr Grut has been secretary of the company for a 
number of years. 

We regret that the name of Mr H. Howe Graham, 
F.C.A., was incorrectly shown as Mr H. Graham Howe, 
when noting his appointment as deputy chairman of 
The Rover Company Limited, in this oun last 
week, 


Fifty-six Years in Practice 


As noted in our ‘Personal’ columns last week, Mr 
Harold Walters, F.C.4., senior partner in the London 
firm of Morrish, Walters & Co, Chartered Account- 
ants, has retired after fifty-six years as a practisin 
accountant. Mr Walters spent his whole еа] 
career іп London; ће was articled in the City in 1888, 
and became a partner in his firm, which was then 
known as Curtis, Thompson, Lucy, Hicks & Co, in 
1896. The firm’s name was changed to Hicks, Walters 
& Co in 1906, and on the retirement of Mr Hicks in 
1942, Mr Walters became senior partner. He remained 
as senior partner when, after the last war, Hicks, 
Walters & Co amalgamated with Monish, Grant & Co 
to form the present firm. 
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University of London Lectures 
Four special lectures to be given at the London 
School of Economics, Houghton Street, Aldwych, 
WCa, are announced by the University of London as 
follows: 


Thursday, January 1 5th. — "The Future of Socialism’, by 
Professor J. Barents, Professor of Political Science, 


University of Amsterdam. 
dd January 30th. – "The ME APTUS between Politics 
Economics', by Mr G. G. Mure, M.C., M.A., 


Warden of Merton College, ба. 

Friday, February 20th. — ‘American Politics Today’, by 
Professor D. W. Brogan, M.A., Professor of Political 
Science, University of Cambridge. 

Tuesday, March roth.— "The Nature of Politics’, by 
M. Bertrand de Jouvenel. 

Lectures commence at 5 p.m. and admission is 

free, without ticket. 


The Chartered Accountant Students' 
Society of London 
Сиаазтмаз DANCE 

The Society's Christmas dance was held at the Royal 
Festival Hall Restaurant, South Bank, on December 
23rd, when about 600 students and their friends 
danced from 11.30 p.m. till 5 a.m. and then enjoyed 
breakfast together before dispersing. Owing to lack 
of accommodation, many members were unable to 
attend, but for those who were present the occasion 
was a most friendly and enjoyable one. 


SQUASH RACQUETS 
For their fourth fixture of the season, the Society 
Paa the Bar Squash Racquets Club at The Cumber- 
on Tuesday, December 16th. Owing to condensa- 
tion, the walls of the courts provided considerable 
hazards; nevertheless, the Society managed to win 
comfortably by four matches to one. 

Individual scores (society first): Stoughton-Harris beat 
Dalal 9-3, 9-6, 2-9, 9—7; Phillips beat Walkley 9-5, 9-3, 
1—9, 4-9, 9-4; Barrows beat Hayman 9—5, 9-7, 9—4; Pickard 
lost to Morrison 6-9, 5-9, 6-9; Burling beat Weightson 
2-9, 9-2, 9-1, 9-0. 


Bristol Chartered Accountant Students’ 
Society 
ANNUAL DANCE 

The third post-war annual’ supper dance of the 
Bristol Chartered Accountant Students’ Society was 
held at The Royal Hotel, Bristol, on December 19th, 
1952. Among the company of 180 were Mr C. 
Croxton-Smith, M.A., LL.B., J.P., Е.С.А., President of 
the Society, Mr H. R В. Clark; А.С. A., President of the 
Bristol and West of England Society of Chartered 
Accountants, and Mr 8. W. Cornwell, F.c.a., a 
member of the Council of the Institute. 
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During supper, Mr A. Т. Fairbank, a.c.a., made а 
short speech welcoming the guests, and expressed 
the hope that the event would always be as well 
supported in the future. Ken Lewis and his orchestra 
provided music for dancing, and everyone joined in 
the singing of Auld Lang Syne, when a most enjoy- 
able evening came to an end at 1 a.m. 


НоскЕҮ 


In a hockey match played on December 17th, a 
Bristol Chartered Accountant Students’ Society team 
beat the Bristol Law Students’ Society team 6-1. 


The Institute of Actuaries 


An ordinary general meeting will be held in the Hall 
of the Chartered Insurance Institute, 20 Alderman- 
bury, ЕС2, on Monday, January 26th, at 5 p.m., when 
а paper entitled ‘The use of sampling in pension fund 
valuations’, will be submitted by Mr F. Gordon 
Smith, M.A., F.LA. 


Business Efficiency Exhibition, 1953 
The coronation year Business Efficiency Exhibition, 
which opens at Olympia on June 16th for ten days, 
shows every promise of overshadowing its world’s 
largest-ever predecessor which was held in London, 
also at Olympia, in 1951. More than eighty firms will 
be displaying a great variety of labour-saving office 
equipment – some of the machines being introduced 
to the public for the first time. It is expected that 
many of the machines will be available for immediate 
purchase by United Kingdom buyers, due mainly 
to the greatly expanded output of the industry’s 
major А 
а The exhibition is being organized by the Office 
Appliance and Business Equipment Trades Asso- 
ciation. 
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Our Weekly Problem 
No. 52: CONSOLIDATED ACCOUNTS 
Charles Sidate was struggling with the consolidated 
accounts of Odds Bodikins Ltd. The company had 
subsidiaries in Glasgow, Liverpool, Manchester and 
Birmingham. Four years ago these companies had 
contracted that if any of them made profits exceeding 
£5,000, that company should transfer out of the 
general reserve to each of. the others, an amount 
equal to the amount standing to the credit of the 
general reserve in each of the other companies. 
Each company had in turn made profits exceeding 


£5,000 and the amount standing to the credit of the . 


general reserve of each at the end of the fourth year 
was £800. . 

‘It’s a very odd contract,’ said Charles. 

‘It’s a very odd company,’ commented Mr L. U. 
.Sidate. m | 

What was the amount standing to the credit of the 
general reserve of each company at the beginning of the 
scheme? > 

The answer will be published next week. 


ANSWER TO No. 51: SEVENTY-FIVE YEARS AGO 


The day of the week advances by one each year for 
the same day of the month, except in leap year when 
for part of the year it advances by two. 

Thus to find if in any particular year the day of 
the month was on the same day of the week as in 
: -1953 take the number of years, add on the number of 
leap years and see if the result is divisible by seven. 


Number of years ago 68 7 79 
Number of leap yeara 16 73 19 
Total 84 g 98 


= 


The nearest to 75:38 73 but as 1880 was а leap 


year the conditions would not apply for the whole · 
to 75. The. 


year. Of the others 79 is the nearest 
answer therefore is the year 1874. 


TWENTY-FIVE YEARS AGO 
From Uhe Accountant or JANUARY 14TH, 1928 
An extract from a Weekly Note 
Registration 

While optical practitioners and accountants have not 
very much in common, any attempts at obtaining 
registration are of interest, in view of the criticisms 
that are frequently levelled at the accountancy profes- 
sion for not securing a register. A majority and two 
minority reports have just been issued by the Com- 
mittee appointed to consider the Optical Practitioners 
(Registration) Bill, and the majority report states 
that the nine signatories are convinced that the 
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setting up of a State Register of sight-testing opticians 
is not, in itself, a desirable policy. They add, however, 
that their view is largely based on the opinion that 
the medical profession will soon be able to provide 
insured persons entitled to ophthalmic benefit with 
the services of an oculist, and they hope that such 
services will be extended to the non-insured popula- 
tion; nevertheless, they do not wish their report to 
preclude the possibility of a reconsideration of the 
question in the light of circumstances. ... 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or January 12TH, 1878 
Liquidation and Official Liquidators 


Under the above heading the Examiner had an article 
in its last week's issue which professed to be a 
consideration of the question of liquidation, but which 
was in reality a mere tilt at accountants. The writer 
begins by quoting as undoubted facts the statements 
of Mr. Newmarch, which it states are probably “Ђу 
no means over-coloured." He then refers to what he 
terms the "admission" of Mr. Price that the Albert 
Insurance Company would have lasted his lifetime 
if it had been liquidated in the ordinary way; and 
declares that this enables him to understand "why 
official liquidation is so prosperous a business, and 
why so many accountants have, within the last twenty 
years, amassed enormous fortunes." The assertion is 
then made that “they extort assets by every process of 
.torture known to the law, and they never pay divi- 
dends until they are absolutely obliged." .““Between 
the one side of the account and the other," it is 
added, "they make a profit which, added to their 
so-called ‘professional’ charges, must be very 
much larger than they would be willing to own.” 
The writer then lights upon one of Mr. Newmarch’s 
polite similes, which во inspires him that he exclaims: 
* Accountants are the vultures of modern commerce. 
. . . If not wreckers themselves, they are only too 
e with wreckers. Indeed, on their own 
showing and by their own admission, they themselves 
are never more prosperous than when times are worst 
and insolvency most frequent." After some more 
abuse of the accountant’s profession— "if it really 
deserves to be so called"—the writer, with much 
show of knowledge, points out the remedy for this 
state of things, which, as might be expected, is 
merely a repetition of some suggestions of Mr. 
Newmarch. Then, with a fling at the Institute of 
- Accountants—“whatever that body may be"—the 
Council of which will regard it as “unpleasant . . . to 
be assured that the majority of accountants are 
rogues” —the article is brought to a conclusion. . . . 
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BUDGET ADVICE 


ё 
НІЗ year, as last, we are likely to have an early Budget. 
The Engineering Industries Association has submitted its 


representations to the CHANCELLOR OF THE EXCHEQUER in 
good time. It speaks for an industry, or rather industries, which 
are of special importance to the nation in these critical times, and 
although its representations are mainly about the country’s tax 
structure, they are consciously related to the solution of some of 
the country’s most urgent problems. Pointing out that notwith- 
standing the continued need for a live export trade, the demand 
for our products has been curtailed in numerous directions, the 
Association stresses the need to encourage the engineering industry 
to produce the maximum quantity of goods still in demand, and 
at competitive prices. 

The Association believes that it is lack of finance rather than 
shortage of materials, which is restricting production. Keen 
competition in foreign markets entails the use of modern machinery 
which the continued high level of taxation puts beyond the reach 
of the manufacturer. Direct taxation of industrial profit is so 
high that the amount retained in the business is insufficient to 
meet necessary capital expenditure. At the same time, in the 
Association's view, the restrictions on bank credit have indirectly 
hampered the export and armaments drive in so far as they have 
been applied to firms supplying tools and components to the firms 
directly engaged in the drive. 

'The first major target of the Association's criticism is, very 
properly, the excess profits levy. It points out the absurdity-of a 
special tax whose effects must be to discourage the very industries 
whose expansion is desired. Whether the CHANCELLOR is likely 
to repeal it at once, when so much work has been put into it, and 
before a full year's yield has been obtained, is another matter. 
Nevertheless, the days of this tax-without-a-friend are clearly 
numbered. The Association couples with its demand for repeal a 
representation that profits tax on undistributed profit be discon- 
tinued and that the rate for distributed profit be reduced. At first 
sight this seems to be out of line with the argument that industry 
has not enough retained profits to expand. In fact, of course, the 
tax on distributions is borne by retained profit which are pro tanto 
reduced. Further interference with this complicated structure 
will perhaps be left until after the Royal Commission has reported. 


The restoration of initial allowances, another proposal of the 
Association, need not await any commission, for the TUCKER 
Committee has already dealt in detail with this question and would 
seem to be ad idem with the Association. Its report in fact recom- 


mended that initial allowances should be given particularly to 


industries of national importance. 
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У (THE CONGRESS PROCEEDINGS 
^. PUBLICATION OF THE OFFICIAL RECORD 


‘the brilliant highlights of the Sixth Inter- 
national Congress on Accounting, now 
fast receding into the limbo of last year, the 
memories of all who attended it will be pleasur- 
ably refreshed by the sight of the official record 
of the proceedings, published this week.1 This 


i LTHOUGH the touch of time has softened 


"handsome volume, containing over 700 pages, 


gives a definitive account of everything that took 
place over the span of Congress week and after- 
wards, from the opening services at Westminster 


Abbey and Westminster Cathedral, to the farewell 


ab lo 


dinners.in Edinburgh and Dublin to those dele- 
gates from abroad who visited Беонапа pie 
Ireland. 

The clear and admirably dana не 
of the various social events will have, for those who 
were present at them, a special nostalgic charm. 
It is very fitting that they should have been so 
- fully and faithfully chronicled, for the geniality 
and goodwill.they engendered contributed sub- 
stantially to the success of the Congress as a whole. 

It is, however, to the reports of the business 
sessions that the accountant who was not present 


at the Congress and who wants, first and fore- 


most, to know the trend of expert opinion on 
current accounting problems, will turn. In this 
he will find that he has been magnificently served. 
More than 600. of the 700-odd pages of the book 
are devoted to reproducing the papers presented 
at the five business sessions, together with ver- 


Байт reports of the contributions to the dis- . 


cussions thereon made by delegates and by mem- 
bers of the sponsoring bodies. The subjects 
chosen ~ fluctuating price levels in relation to 
accounts, accounting requirements for issues of 
Capital, the accountant in industry, and in practice 
and public service, and the incidence of taxation — 
had, as we said in a leading article on the Con- 
gress agenda, both aptness and urgency. That 


: they were deliberated on by 1,500 accountants, 


no fewer than 500 of them being delegates and 
visitors from abroad representing 103 societies 
from thirty-five different countries, indicates both 
1 The Sixth International Congress on Accounting, 1952, 


obtainable from the Secretary ol of the.Congress, Moorgate 
Place, London, EC2. Price £2 2s post free. 


the international character of, and the weight of 
authority that may be attached to, the opinions 
expressed. To the reader who has already studied 
in the pages of this journal the reprinted addresses 
and who desires an opportunity of comparing 
his own views with those of other accountants, 
this volume, which constitutes a veritable 
omnibus of opinion, will be indispensable. To 
the student, also, still in the process of forming 
an individual philosophy, this record of the pro- 
fession taking stock of itself and of the world 
around it, will be an inspiration. It will make him 
realize that the vocation of accountancy is much 
more than a means of symbolizing money trans- 
actions; it is, in fact, by reason of its responsi- 
bilities and reputation, an essential part of the 
structure of civilization. . r 

Because then of both the tale and the moral, 
it is to be hoped that the printed proceedings of 
the Sixth International Congress on Accounting 
will reach as wide a public as possible. As well as 
being an accurate historical account of a certain 
week in June 1952, in the lives of some 1,500 
accountants, it is an epitome of their thoughts 
and opinions on the. workaday problems upper- 
most in their minds at that time and, as such, 
constitutes a valuable landmark in the literature. 
of the profession. No one expects these opinions 
to be final, for thought, in healthy minds, is a 
continuous and ever-changing process. It must 


. nevertheless be measured and assessed at inter- 


vals and it reflects much credit on the profession 
that, on the occasion of this particular measure- 
ment, the standard of intellectual activity revealed 
seems higher than that ever registered before. 

Inaforeword, the President and Vice-President 
of the Congress modestly express the hope that 
the book will be regarded as 


'a contribution towards right thinking on some of 
the most important financial and economic prob- 
lems of our day and generation’. 


Tay we add the further hope that it will not be 
placed on the library shelf to gather dust until 
the complete essence of the philosophy and wis- 
dom it contains has been extracted and absorbed 
in the practices of the profession. wi 
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Sir Harold G. Howitt, G.B.F., D.S.O., M.C., F.C.A., President of The Sixth Sir Harold, with Mr T. B. Robson, м.в.Е.; M.A., F.C.A., President of The 
International Congress on Accounting, 1952, held at the Royal Festival Institute of Chartered Accountants in England and Wales, greets the 
Hall ,London,from June 16th to 20th, 1952 Presidents of the American and Canadian Institutes 





At the Ball (left to right): The President; Brig. S. О. gens O.B.E., M.C., Chief Executive Officer; Mrs C. Percy Barrowcliff, a member of the Ladies’ 
Zommittee; Mr Alan S. Maciver, M.C., B.A., Secretary; Lady Howitt, Chairman, Ladies' Committee; Mr C. Percy Barrowcliff, F.s.A.A., Vice-President 





Mr J. Wm. Hone: C.P.A., President of the American Institute of Account- Mr A. Emile Beauvais, C.A., President of the Canadian Institute of 
ints and of the Connecticut Society of Certified Public Accountants Chartered Accountants 


"he four small photographs are taken from the Gaumont British Newsreel of the Congress and are reproduced by kind permission of Gaumont British News 
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CUSTOMS AND EXCISE REPORT 


Те report of the Commissioners of 
Customs and Excise for the year ended 
March 31st, 1952, shows that the revenue 
was once again higher than ever before. £1,752 
million was paid into the Exchequer as compared 
with £1,630 million for the previous year and it 
represented rather more than 40 per cent of all 
central government taxation during the year. 
It constituted about one-eighth of the gross 
national expenditure at market prices. For every 
£1 we paid for goods and services, 2s 6d went 
to the Customs and Excise Department. 

The increase is attributed by the report partly 
to Budget changes and partly to the continuation 
of rising prices through the year. Incidentally 
there were two Budgets in the year under review, 
one in April 1951 and one in March 1952. 
Changes introduced by the latter had little effect 
on the year 1951-52. 

The report points out that the decline towards 
the end of the year in public expenditure on 
textiles and certain other purchase tax goods was 
accompanied by an increase, in relation to the 
previous year, in the expenditure on beer, 
entertainments, and football pools. The heavy 
wave of buying in 1950 had the converse result. 

The doubling of purchase tax on cars and 
radio sets in April 1951 has of course produced 
an increased yield. The great shortage of cars is 
demonstrated by the fact that purchases of 
these were unaffected by the increased tax. The 
same applies to the increase in petrol tax imposed 
at the same time. However, the previous year 
contained a period during which petrol rationing 
was in force. The yield of the petrol duties was 
£200 million as agairst only £143 million in the 
previous year and only £62 million in the year 
before that. Тће yield from purchase tax on 
road vehicles, including cycles, was £51 million 
in 1951-52, which was the highest figure of any 
of the purchase tax groups. 

Tobacco continues to be the largest single 
producer of revenue, yielding /613 million in 
1951-52, or £9 million more than in the preceding 
year. This increase, according to the report, 
does not arise from an increase in public demand 
but from fortuitous factors- most of the 
additional revenue can be attributed to the 


vagaries of the calendar. £12 million was paid 
out in respect of pensioners' tokens, as against 
£11 million in the previous year. It is one of the 
curious quirks of our strange tax system that 
a heavy smoker who begins to draw a pension 
gains considerably more than a non-smoker. 

In 1951 the CHANCELLOR OF THE EXCHEQUER 
went to the trouble of inserting a special clause 
in the Finance Act to prevent evasion of duty 
on mechanical lighters. 'T'he evasion consisted of 
selling a complete set of parts for a lighter, 
instead of the lighter itself. The report observes 
that the section had no noticeable effect on the 
total yield of duty, which was £647,000 as against 
£618,000 in the previous year. One wonders how 
many of these out-of-the-way taxes produce 
enough revenue to pay and house the officials 
who administer them. Incidentally, the duty 
on saccharin, which in these days of sugar 
rationing remains at 7s 6d an ounce (Customs) 
and 55 254 an ounce (Excise), produced nearly 
£2 million, or twice as much as the net yield 
expected this year from the excess profits 
levy. 

During 1951-52 the gradual decline in the 
consumption of beer was brought to a halt. The 
duty yield was £261 million. It is interesting to 
note that public demand for beer was not 
appreciably affected by an increase in price of 
one penny per pint imposed by the brewers 
themselves. It has been strenuously argued that 
any increase in beer duty would decrease, not 
increase, the yield, owing to the elasticity of 
demand. This fear seems to have been groundless. 
It will be interesting to see whether the discovery 
has any effect on the next Budget. 

The report contains some interesting facts 
about football pools. On March 31st, 1952, there 
were 34 pools as against 41 a year earlier. Never- 
theless the turnover increased from £54 million 
in 1950-51 to £584 million in 1951-52, the duty 
increasing from £16 million to nearly £18 million. 
Greyhound totalisators produced almost as much 
duty as in the previous year, indicating that the 
steady decline in yield was coming to an end. 

The cost of administering the Department 
represents about 14d for every £ collected. The 
staff numbered 14,803 at the end of the year. 
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THE FINANCE ACT, 1952 — XXVIII 
EXCESS PROFITS LEVY (CONTINUED) 


Proceeds of Sale of Patents 

HE taxpayer has the option to spread the 
Т on the proceeds of the sale of a 

patent, over six years for income-tax, and 
therefore also for profits tax purposes, so that the 
amount included for a particular year bears little 
relation to the actual profit of that year. Where a 
‘sale was made in a standard year, and the profit 
was not spread forward, the effect on the standard 
would be such as to decrease the liability to levy 
out of all proportion. Paragraph 6 of the Ninth 
Schedule, which, as already stated, excludes the 
proceeds from profit for levy purposes, in 
standard as well as chargeable periods, is designed 
to avoid this and other anomalies. 


Payments to Directors 

Paragraph 7 (a) provides that where a director- 
controlled company pays annual interest, annui- 
ties, annual payments, patent royalties or long- 
lease rents to its directors (other than whole- 
time service directors) such payments are to be 
allowed for levy purposes, notwithstanding the 
prohibition on such payments for profits tax 
purposes. 

Profits tax legislation has always imposed 
maxima on the allowable remuneration of such 
directors. The maxima now in force were laid 
down in Section 34 of the Finance Act, 1952, 
and operate from January 1st, 1952. This section 
was discussed in Article XIX in our issue of 
November 15th, 1952. It would follow that the 
new maxima applied only to the chargeable 
periods for excess profits levy purposes. However, 
paragraph 7 (c) in effect provides that the new 
maxima are to apply to the standard period as 
well. This is ostensibly for the purpose of com- 
paring like with like, but its justification is 
doubtful. The cost of living is much higher now, 
and the State is taking credit for a deduction 
which, for profits tax purposes, it did not see fit 
to grant at the time. Paragraph 7 (c) may 
constitute an added reason for adopting one of the 
optional alternatives to the profits standard. 

As explained in Article XXII in our issue of 
December 6th, 1952, the restriction of remunera- 
tion in a director-controlled company is to some 


extent compensated for by an extra 2 per cent 
allowance on capital to such companies where the 
minimum standard is not claimed. It will be 
remembered that the extra 2 per cent is given only 
where the directors have a controlling interest in 
the chargeable accounting period. Control in the 
standard period is immaterial for this purpose. 
However, directors’ remuneration will not be 
restricted under paragraph 7 (c) for the standard 
years unless the directors in fact had a con- 
trolling interest in those years. Consequently, 
great hardship may be caused where the com- 
pany has become director-controlled since the 
standard period. For instance, а substantial 
shareholder may have died and left his shares 
in trust, with one of the directors as trustee, 
who thereupon is regarded as having a controlling 
interest, notwithstanding his fiduciary position. 
In such a case the ‘excess’ profits are swollen to 
the extent of remuneration allowed in the 
standard period because the company was not 
then director-controlled, but disallowed in the 
chargeable period because the directors have in 
the meantime acquired control, or have had 
control thrust upon them. 

The converse is hardly likely to occur in view 
of the Inland Revenue’s wide powers of making a 
direction under Section 69 of the Finance Act, 
1952, particularly where shares are transferred. 
Moreover, any steps taken by the directors to 
divest themselves of control, in order to avoid 
the hardship described above, may similarly 
attract a direction under Section 69. 


Intra-group Interest, Rent, etc. 
Groups of companies receive special treatment 
for both profits tax and excess profits levy. 
Although the definition of a group is in general 
the same in both cases, the special treatment 
in the two cases is different. That for excess 
profits levy will be discussed later. Meanwhile, 
paragraph 7 (b) excludes one aspect of the profits 
tax special treatment. This is contained in Section 
42 (5) of the Finance Act, 1938, as modified by 
Section 69 of the Finance Act, 1948. Broadly 
speaking these provisions prohibit the deduction 
of rent, interest, annuities, annual payments and 
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patent royalties which have been paid by one 
member of a group to another. The same pro- 
visions also to some extent reduce the liability of 
the recipient. Paragraph 7 (b) provides for the 
computation of profit for levy purposes on the 
assumption that the above provisions had not 
been passed, i.e. they are to be ignored for both 
standard and chargeable periods. 


Tied Premises 

The new income-tax provisions contained in 
Section 26, as to tied premises, were discussed in 
Articles XIV and XV in our issues of October 
11th and 18th, 1952. It will be recalled that, 
broadly speaking, they abolish Usher allowances. 
The new provisions apply to profits tax for charge- 
able accounting periods ending after April 5th, 
1952. Where an accounting period ending after 
that date is split in pursuance of Section 33 (3), 
the new provisions also apply to the resulting 
chargeable accounting period which ends on 
December 31st, 1951. (Seventh Schedule, para- 
graph 5; Profits Tax Act, 1949, Schedule.) 

For excess profits levy, however, the new tied 
premises provisions apply throughout the stand- 
ard and chargeable periods. (Ninth Schedule, 
paragraph 7 (d).) Paragraph 7 (d) represents a 
substantial concession to brewers in that they are 
permitted to increase their standard profits by 
adding back the Usher allowances which were in 
fact allowed to them. 


Unreasonable and Unnecessary Expenses 


Paragraph 8 of the Ninth Schedule provides as 
follows: | 
‘No deduction shall be allowed in respect of 
expenses in excess of the amount which is reason- 
able and necessary, having regard to the require- 
ments of the trade or business, and, in the case of 
directors’ fees or other payments for services, to 
the actual services rendered by the person con- 
cerned.’ 

Its legislative forbear is Section 32 of the 
Finance Act, 1940, which accompanied the 
imposition of excess profits tax at a rate of 100 per 
cent. Whether such a provision is appropriate 
to a much lower rate is questionable, particularly 
as the ordinary rules of Schedule D give the 
Inland Revenue ample power to question un- 
reasonable items. See for instance Copeman v. 
William Flood & Sons Ltd ([1940] 24 Т.С. 53; 
19- AT. C. 521). 
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As indicated by the paragraph, the expenditure 
most likely to be attacked is remuneration, 
although there are no provisions enabling the 
company to recover from the employee the 
additional levy payable by reason of the disallow- 
ance. Personal expenses, particularly entertaining, 
may also attract attention under paragraph 8. 
Some companies, for instance, may well be asked 
to explain the necessity of providing expensive 
seats for their staff and business associates to 
view the Coronation procession. 

Each case will be dealt with on its merits and 
the taxpayer has the safeguard of an appeal to 
the Commissioners if the Inland Revenue show 
rather odd ideas as to what is ‘reasonable and 
necessary’ in business. The Government spokes- 
man explained these words for the benefit of the 
House of Commons on May 26th, 1952. He said: 

“These words appear fairly often in the tax 
statutes – in Schedules D and E and so on. So far 
as I understand the position, the condition is 


twofold. The amount should be both reasonable 
and necessary.’ 


Long-term Contracts 


Paragraph 9 of the Ninth Schedule provides as 
follows: 

*Where the performance of a contract extends 
beyond the accounting period, there shall, unless 
the Commissioners, or, on appeal, the Special 
Commissioners, having regard to any special 
circumstances, otherwise direct, be attributed to 
that period such proportion of the entire profit or 
loss which has resulted, or which it is estimated 
will result, from the complete performance of the 
contract as is properly attributable to that period 
having regard to the extent to which the contract 
was performed in that period.’ 

When it is remembered that the Ninth 
Schedule purports to modify profits tax principles 
for computing profit, the reason for paragraph 9 
is not immediately clear, since it repeats almost 
word for word paragraph 14 of the Fourth 
Schedule to the Finance Act, 1937, which already 
applies for profits tax. The slight difference in 
the wording of the two paragraphs, which are 
now both in force, adds to the confusion. The 
1937 paragraph applies only to chargeable 
accounting periods and makes no provision for 
appeal to the Special Commissioners where the 
Inland Revenue seek to exclude the paragraph. 


(To be continued.) 
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AMENDMENTS TO FAMILY PROVISION LAW 


by SPENCER 


HE Intestates’ Estates Act, 1952, has not 
only, by amending the Administration of 


Estates Act, 1925, brought about far- 
reaching changes in the law of intestate succession, 
but has also made important amendments to the 
Inheritance (Family Provision) Act, 1938, and 
in so doing removed some of the difficulties 
which thirteen years’ administration of the 
provisions of the Act have brought to light. 

The purpose of this article is to consider in 
what respects the law relating to family provision 
has been changed by the new Act which came 
into force on January Ist, 1953. 


Extension to Intestacy 

The most notable change is the extension of the 
provisions of the Inheritance (Family Provision) 
Act to cases of total or partial intestacy, in accord- 
ance with a recommendation of the Committee 
on the Law of Intestate Succession which 
reported.in 1951. There will of necessity be few 
occasions on which an application will be made 
to the Court to vary the intestacy rules, because 
normally those rules will provide the deceased’s 
dependants (within the meaning of the Act) 
with reasonable provision out of his estate. But 
the Committee recognized that in exceptional 
cases the ordinary rules might work unfairly, 
and instanced the case of a woman who died 
intestate possessed of an estate of £5,000, leaving 
two infant children by her first marriage wholly 
without means, and a wealthy husband by a 
second marriage on whom, in accordance with 
the ordinary rules, the whole of her estate would 
devolve. A new subsection, subsection (8) of 
Section 1, provides that the Court shall not be 
bound to assume that the law relating to in- 
testacy makes reasonable provision for dependants 
in all cases. 


What Provision may be Ordered 
Under the Act before amendment the Court 
could not order a capital payment to be made to 
a dependant unless the value of the deceased’s 
estate did not exceed £2,000, and when payments 
of income were ordered the greatest amount 
which could be made applicable was two-thirds 
of the deceased’s net income in the event of there 
being both a surviving spouse and one or more 
other dependants, and only one-half where the 
deceased did not leave a surviving spouse or 
left a surviving spouse but no other dependant. 


G. MAURICE 


Now, however, the Court may order periodical 
payments amounting to the whole of the annual 
income of the net estate of the deceased, even 
though there is only one dependant, and a lump 
sum payment may be ordered in any case where 
the net estate does not exceed £5,000. There 
was clearly need for some such amendment as 
has now been made. Under the old law the 
Court was so restricted in the orders which it 
could make that, in the case of a small estate, 
especially one just in excess of £2,000, it was 
generally impossible to make for a dependant 
provision which was in any way reasonable. 
Furthermore, the difficult provision that in 
making a payment of capital the Court must give 
effect to the principle of the provisions relating 
to income payments has been removed. 


Time for Applications 


Considerable hardship to dependants was liable 
to result from the rule that an application could 
only be made within six months from the date 
on which representation in regard to the de- 
ceased's estate was first taken out, since on 
occasions an application within this time may 
not be practicable. For example, a child not yet 
born at the time of its father's death may possibly 
still be unborn six months after the taking out 
of representation in regard to the father's estate. 
As proceedings cannot be brought on behalf of 
an unborn person, the child would, under the 
old law, be for ever deprived of the possibility 
of maintenance out of the father's estate. 

Now, however, a new subsection, subsection 
(1) (a) of Section 2, provides that the Court may 
extend the ordinary period of six months in 
certain circumstances, if satisfied that the limita- 
tion of the period to six months would operate 
unfairly. In the first place it may extend the time 
limit if a will or codicil is discovered which 
involves a substantial change in the disposition 
of the deceased's estate, whether or not it in- 
volves a further grant of representation. Secondly, 
the period may be extended if a question whether 
a person had an interest in the estate, or what 
was the nature of an interest in the estate, was 
not determined at the time when representation 
was first taken out. It is often not possible to 
know within six months what is the value of an 
estate and how a will operates. Thirdly, the Court 
has jurisdiction to allow further time 

'in consequence of some other circumstances 
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affecting the administration or distribution of the 
estate’, 


Exercise of the Court’s Discretion 

In this third case the Court has a very wide 
discretion, but it must be remembered that in 
exercising that discretion the Court will have 
regard to the interest of the beneficiaries entitled 
under the will or the persons who would benefit 
under the normal intestacy rules, as the case may 
be. It is clear, therefore, that a dependant who 
could have made application within the six 
months period but delays until after that period 
has expired cannot expect much sympathy from 
the Court. So, for example, wheré no immediate 
provision is required, but it is likely that provision 
will be required later, a summons should still 
be taken out without delay. 

This was done in In re Franks; Franks v. Franks 
([1948] Ch. 62), where an application was made 
on behalf of ал infant child of the testatrix who 
admittedly did not require immediate provision, 
but would require some provision at a later date. 
In the meanwhile, provision was required to be 
made for a child of the testatrix by an earlier 
marriage, and Wynn-Parry, J., exercising the 
power of the Court to order provision to be made 
from a future date, directed that the summons 
should stand over till a date shortly before the 
child of the first marriage came of age, with a 
view to considering then what provision should 
be made for the infant child, and from what date, 
with liberty to all parties to apply in the mean- 
time if circumstances should so require. 


Protection for the Personal 
Representatives 

With the possibility of an application being made 
more than six months after the taking-out of 
representation in regard to the deceased’s estate, 
personal representatives cannot be sure, as long 
as there is a dependant who may possibly put 
forward a claim, that the distribution of the estate 
in accordance with the will or the intestacy 
rules, as the case may be, will be undisturbed. 
They are, however, protected from personal 
liability by another new subsection, subsection 
(1) (b) of Section 2, which expressly exempts 
them from liability for having distributed any 
part of the deceased’s estate after the expiration 
of six months from the taking out of representation 
on the ground that they ought to have taken into 
account the possibility that the Court might 
exercise its power to extend that period. 

"This subsection is, however, without prejudice 
to any power to recover any part of the estate so 
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distributed arising by virtue of the making of an 
order under the Act, and in a case where an order 
is made it is clearly the duty of the personal 
representatives to recover such part of the 
deceased's estate as is requisite from beneficiaries 
under the will or intestacy to whom it has been 
paid. This appears to be rather hard on the 
beneficiaries concerned, but it must be remem- 
bered that such an occasion is likely seldom to 
arise since there will be few cases which will 
warrant an order for maintenance on an 
application made after the normal time, and in 
a case such as that of the unborn child referred 
to above the personal representatives will doubt- 
less be aware of the possibility of an application 
and should, it is submitted, delay the distribution 
of the estate. 

It is clear that it is still the duty of the personal 
representatives to make no distribution till after 
the expiration of six months. Subsection (1) (c) of 
Section 2, which is also new, makes it clear that 
time only begins to run when representation has 
been taken out in regard to all parts of the 
deceased's estate. 


Variation of Orders 


It must be remembered that, under Section 4 (1), 
the Court has power, having once made an order, 
to make a further order varying the original 
one, and this power is unaffected by the amend- 
ment of the Act. This subsection is very useful, 
because it allows the Court to review an order 
at any time if there has been subsequently a 
change in the dependant's circumstances, or in 
those of a person beneficially interested in the 
property under the will or intestacy, and to make 
an order for making provision for the maintenance 
of another dependant of the deceased. But it 
must be borne in mind that in making such an 
order the Court can only have recourse to ' 
property the income of which is at that date 
applicable for the maintenance of a dependant 
of the deceased. This means that the Court 
can never, after the original order has been made, 
increase the total amount of maintenance payable 
to dependants, though it may decrease it, and 
it may, where there is more than one dependant, 
vary the amounts payable to the various depend- 
ants. Accordingly the right of a beneficiary under 
the will or intestacy cannot be disturbed, or 
further disturbed, once an order has been made. 


Criticisms of the Act 
Although the amendments made by the Intestates’ 
Estates Act have substantially improved the 
position, the Inheritance (Family Provision) Act 
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is by no means perfect. It is to be regretted that 
the class of possible applicants is so limited, so 
that no provision can be made for the hard 
cases of near relatives, such as parents, brothers 
and sisters, who may have been dependent on 
the deceased during his lifetime and find 
themselves destitute on his death. It is also 
unfortunate that a person who is really determined 
that his dependants shall not benefit from his 
estate on his death can in various ways, for 
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example by a settlement inter vivos, effectively 
prevent them from doing so. 

Furthermore, the Act gives those who con- 
template taking proceedings under it little 
guidance as to their chance of success; and 
although the decisions of the Courts have to 
some extent remedied this fault there is still a 
danger of applications being made which will 
have no further effect than to dissipate an 
already small estate. 


PRODUCTIVE EFFICIENCY 


by HAROLD WATKINSON, M.P. 
Parliamentary Secretary to the Ministry of Labour 


Accountants held a luncheon on January 8th 

at the Connaught Rooms, London, WC, 
when an address on ‘Productive efficiency’ was 
delivered by Mr Harold Watkinson, M.P., Parlia- 
mentary Secretary to the Ministry of Labour. 

Mr Douglas A. Clarke, LL.B., F.c.A., chairman of 
the Society, who presided, said that they greatly 
valued Mr Watkinson’s willingness to step into the 
breach at such short notice. Sir Hartley Shawcross, 
who was to have been the speaker had had to fly 
to Aden in connection with the Anglo-Iranian Oil 
case. Mr Harold Watkinson was M.P. for Woking 
and had had invaluable technical experience as 
chairman of the Production Efficiency Panel for 
southern England for the Machine Tool Trades 
Association and they would be happy to hear what 
he had to tell them about managerial and govern- 
mental responsibility and the importance of good 
human relations in achieving greater efficiency. 
(Applause.) 

Mr Накогр Watkinson: Mr Chairman, ladies 
and gentlemen, when we look back today for inspira- 
tion, to the reign of the first Elizabeth, we sometimes 
forget that the flowering of our native genius in the 
Elizabethan age was not something that just happened. 
It was the inevitable consequence of the Renaissance, 
that great upsurge of new thought leading to a new 
approach to national problems, that took place a 
hundred years before Elizabeth. Today we need our 
own renaissance, if we are to win out in this dangerous 
world. 

It is natural that at the turn of the year, with the 
message of Christmas fresh in our minds, that we 
should all long for more peaceful and prosperous 
times. Yet those who delude themselves into thinking 
that there is some quick and easy solution to world 
peace or world prosperity forget that final victory 
in the cold war must be achieved on the battlefield 
of the mind. In this struggle of morals and morale, 
one ideology, ours or the Communist, must in the 
end dominate the other and so triumph. 


T= London and District Society of Chartered 


Perhaps you will think that a mid-twentieth- 
century renaissance could have little to do with my 
somewhat technical subject, the question of productive 
efficiency in commerce and industry. On the contrary, 
new thinking can have everything to do with it, for 
it is only if we get the human equation right that we 
can succeed in achieving greater efficiency. Only if 
we can make a new mental approach to technological 
problems shall we solve them. 


Our Objectives 


What we are asking British industry to do today 
is not ‘be good enough to get by’; it is ‘be so super- 
lative that you lead the world’. Nobody doubts the 
efforts that every section of industry and commerce 
has made since the end of the war – hard work and 
hard thinking from management and men. Yet 
equally nobody can doubt that it has not been enough 
to balance the national accounts. 

We are all weary of the flood of statistics about our 
economic position. All I will mention is one figure – 
that of our gold and dollar reserves – some £631 
million. How can we continue as the great banking 
and trading nation of the world with so small a 
reserve? 

What then must we do to save ourselves in this 
dangerous atomic second half of the twentieth 
century? Our objective is not difficult to define. It is 
to show that the British way of life can sustain and 
renew itself, by leading the world in research and 
development; by manufacturing and producing in 
superior quality at competitive cost; by marketing 
and trading with diligence and probity, and by 
managing our own affairs with efficiency and economy. 
If we can achieve this goal, we may gain not au 
prosperity at home but peace and security abroad, 
for if we succeed in saving ourselves by our own 
exertions we shall exert by our example a decisive 
influence on world affairs. 

What should form the mainspring of such a new 
upsurge in our national activity? Whatever methods 
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Government can suggest to this end -and I propose 
to suggest some to you in a minute – they all have one 
common denominator: the necessity for greater 
efficiency — greater efficiency in ideas, in output, in 
commerce, in affairs of state. Call it greater pro- 
ductivity if you like for want of a better term, but 
you will usually find on analysis that its primary 
constituent is personal efficiency – the human re- 
sponsibility of the individual. 


Five Roads to Success 


This then is the hard core of the five roads to 
success in our national task which I am going to 
suggest to you. First, we must keep purely party 
politics right out of our industrial life; second, we 
must till our own vineyard in a far more intensive 
fashion; third, we must take pride in our national 
achievements and tell them to the world; fourth, we 
must rediscover the hard fact that it is the individual 
that nurtures the state not the state that nurtures the 
individual, and, fifth, we must face the true economic 
facts of the situation in which we are placed. 

Let me elaborate briefly on these roads to success. 
Firstly, why are politics bad for industry? The vital 
subject of full employment has recently provided a 
good example. Certain people have been saying that 
we should have a million people unemployed by 
Christmas, 1952. The facts, of course, have now 
entirely disproved this purely political prognosis. The 
unemployment figures for November were 406,400 
and there has been no. deterioration since then. 
Therefore at no time since the million forecast was 
made has unemployment reached even half that 
figure. 

Yet, though proved wrong by events, this false 
forecast has done much harm in industry. I have 
had the pleasure and profit in recent months of 
talking to trade unionists all over the country. I 
found them sincerely worried by the scare that heavy 
unemployment might be upon us by Christmas. 
Their fears were not lessened by clever Communist 
propaganda reconstructions of the past, made possible 
by the ‘million by Christmas’ story. 

I hope my categorical assurance, and more import- 
ant that of Sir Walter Monckton, that Her Majesty’s 
Government were determined to maintain full 
employment by every possible means did some good, 
but haunting fears once roused remain. Productivity 
has no greater enemy than the instinctive desire to 
go slow that results from fear of working oneself 
out of a job. 

The real danger of scare talk about unemployment 
is that in this harsh competitive world we cannot 
avoid occasional pockets of unemployment. These 
will be heavy at times in industries that face the 
fierce blasts of foreign competition, or the necessity 
to re-tool or modernize to meet changing markets. 
If we avoid scare talk about unemployment, these 
crises - we have overcome one in textiles already – 
can be made to form only temporary dips in the 
rising curve of employment. The first requirement 
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if we are to handle them successfully is not to lose 
our nerve. 

We must continue to strive for increased efficiency 
-even if it means facing temporary redundancy. 
Ап industry can only recover from a slump if it 
wins its way back into world markets by lower costs 
and higher quality. The cure is thus more output per 
man-hour not less and, if this cure succeeds — as it 
will - the level of employment will rise again until 
jobs for all are once more available. There must be 
a greater loyalty today, above party politics, the loyalty 
of saving our country and ourselves by our united 
exertions. 

Secondly, we must till our own vineyard more 
intensively. The recent Commonwealth Conference 
has made a significant start in the more intensive 
cultivation of our own Commonwealth vineyard. 
Here lies the need of greater common prosperity for 
us all, but it needs the fertilizing touch of freely 
flowing capital to bring it to full fruit. 

The Volta River project is a sign that Her Majesty’s 
Government are determined to play their full part 
in assisting the more rapid development of the 
latent capital resources of the Commonwealth. 
Greater productive efficiency at home will enable us 
to earn more and thus to do more in this field. 
Your own profession can play a vital part in so 
planning our capital resources of men, materials 
or money that they are employed to the greatest 
advantage. 


Pride in our Achievements 


Thirdly, we must do more to sell ourselves. We have 
every right to be proud of our world lead in passenger 
aircraft and our progress in the industrial application 
of nuclear physics. There are many other things in 
which these islands have pioneered the way. It is 
high time we said more about the ships, the aircraft, 
the motor-cars, the machine tools and the heavy 
engineering products that this country produces. 
They are the best in the world in their class. 

It is high time that we stopped running over to the 
U.S.A. to see how they manage their own industry. 
I am not in any way denying that valuable lessons 
have been learnt from these: British productivity 
teams that have visited the U.S.A. and we owe our 
American friends a great debt of gratitude for their 
hospitality, but, when our overseas customers read, 
as they do, our strictures on our own industry, 
our glamorizing of American production knowhow, 
they must surely feel that this is a record in under- 
selling our own products, even for the British. 
(Hear, hear.) 

It is unrealistic and unfair to compare the worst of 
Great Britain with the best of America; yet that is in 
effect what the recent American cotton productivity 
team has done. Naturally the British cotton industry 
shows up badly, but it is not in any way a fair com- 
parison, nor does it make plain the hard fact that our 
cotton textile industry can still beat the world in 
many of its products. In any case we in this country 
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are batch producers; the Americans are mass producers 
and any production engineer will tell you that the 
two methods are not comparable.. 


We make up in craft skill and flexibility of'produc- 
tion what we miss in elaborate production-line 
techniques. We can make up in team work and out- 
standing human relations in industry what the 
American gains from the terrific impetus of the 
'get-on-or-get-out' American way of life. (Hear, hear.) 
One might compare our two ways of life by saying 
that it is really stomach ulcers against good team- 
work - (laughter) – and, given a fair field and no 
adverse publicity that is unfair to British industry, 
I back good teamwork to win every time. (Hear, 
hear.) 

Fourthly, why do we expect the State to molly- 


coddle us? It is an astounding belief, that has grown - 


up in the last few years, that the State owes us all 
something. It is considered to owe us a living, or an 
education, or a subsidized house or free benefit of 
some kind. Well, I quite understand how a central 


· government that relieves us all of such a large 


proportion of our incomes might well be considered 
to owe us something in return. 
But it is none the less an odd reversal of the truth. 

I think it was Louis XIV who was fond of declaring 
létat cest moi. Regally he may have been wrong 
but collectively he was certainly right, for the State 
is each one of us; unless we nurture it by efficien 
enterprise and effort, it will certainly cease to be аЬ e 
to nurture us. We must do more to bring home to 
every citizen that he has a definable responsibility 
to the State, particularly the Welfare State, that far 
exceeds such general duties as the liability for 
national service or the payment of tax. 


The sector of individual responsibility that con- 
cerns the problem of productive efficiency is the most 
important. Unless each one of us in his daily task 
plays his full part in boosting.the national income, 
then high taxes and short commons are with us for- 
ever. We have inescapable commitments — defence, 
health and housing, education and so on – that have 
а prior charge on our national income. Only by 


increasing our production – that is, our national 


income – во that these charges form a smaller 
part of it, can taxation be reduced. 


How the Accountant can help 
Lastly, just a word about économic truth. The 
modern state has rightly accepted the duty of shielding 
its citizens from the ruder basis of economic adversity 
as far as it is able. Since the war we have been in 
some danger in carrying that doctrine to the point 


of creating a dream world in which the nation 


flopped from crisis to crisis supported by a series of 
temporary expedients, each of which brought nearer 
the inevitable and grim day of reckoning. 

Well, no one can accuse the present Chancellor of 
not giving us hard economic facts or. telling the 
country a few economic bome truths, but we must 
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back up his efforts in our own sectors of influence. 
If your profession, ladies and gentlemen, could 
translate the average company balance sheet into a 
single document that would make plain to every 
employee of the company the true relationship 
between net profits and capital, between wages, raw 
material costs and gross profit, you would do more 
to help productive.efficiency and good relations in 
industry than any other body can do in years of 
unremitting effort. Of course I know that many 
enlightened firms already do this, but I would like 
to see it universal. We should then have struck out 
of the Communists” hand their biggest propaganda 
weapon. 

Well, I have talked long enough. It is along these 
roads that we hope to make sound and steady pro- 
gress. Тће omens are not all unfavourable. Her 
Majesty's Government have been justified in their 
belief that out of good human relations and good 
teamwork can come a new upsurge of productive 
efficiency by the loyal support of those who manage 
industry and by the statesmanlike approach of the 


: great trade union movement to industrial problems. 


You will have read in the Press recently that we 
hope soon to take an important step in further 
improving human relations in industry. That is 
something to which the Minister and myself attach 
very great importance. 

"There are one or two other favourable signs. The 
productivity graph is turning upwards again after a 
set-back. The cost-of-living index has not risen 
for six months, a great improvement over last year; 


~ many wage levela are linked with the cost of living. 


The trade figures again show improvement. The 
balance of payments gap- between exports and 
imports — is io owly closing, but there is much yet to 
be done before we can dim that our feet are firmly 
on the upward path. - 

Your profession, ladies and tlemen, has an 
important part to play in all this great design. In 
government one soon learns that behind each : 
department of State lurks the grim watch-dog of the 
"Treasury. In fact, in government, before you can do 
anything you have got to get it past the Treasury, 
just as in industry and commerce you ћауе got to get 


` it past the accountant. 


A Call to the Nation 


As I have said, our goal is clear but the difficulty is 
the means to the end. This is Coronation Year and 
Her Majesty the Queen has already told us that at 
her Coronation she will dedicate herself anew to the 
service of the Nation. Might not we, who are the 
Nation, pledge ourselves in. return to play our indi- 
vidual .to bear our share of the national 
responsibility, with vigour, enterprise and resolution? 
If we will do this, then the reign of Elizabeth II will 
«far outshine that of her illustrious predecessor. 
(Applause) 
T 
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WEEKLY NOTES 


More New Year Honours 


In our last issue it was our privilege to congratulate 
certain members of the profession whose names 
appeared in the New Year Honours List. We should 
now like to congratulate also Mr C. M. Skinner, 
F.C.A., a partner in the firm of Jones, Crewdson & 
Youatt, of Manchester, and chairman of the Board of 
Governors, United Manchester Hospitals, who has 
been awarded the C.B.E.; and Actg. Wing Com- 
mander Charles L., Turnbull, R.A.F.V.R., J.P., А.5.А.А., 
director-manager of the Kirkstall Brewery Co Ltd, 
of Leeds, who has been awarded the O.B.E. 


The 1952 Trade Gap 


There was a notable improvement in the visible 
trade balance last year compared with 1951. Pro- 
visional figures issued at the beginning of this week 
record a fall in the adverse balance from £1,197 
million in 1951 to £788 million last year. They also 
show that this better performance was entirely due 
to the once-only cut in imports of [422 million, а 


cut which exceeded by £22 million the anticipated, 


fall forecast by the Chancellor of the Exchequer. 
Exports fell, in fact, by about {12 million on the 
year. This result is exceedingly disappointing for it 
emphasizes the size of the task for 1953. There can 
be little doubt that the lower industrial activity of 
1952, accompanied by a lowering of stocks, must 
have played a part in reducing imports. It is not clear 
as yet how far the drop in imports was due to a 
lower volume and how far to lower prices, but it is 
already known that the fall in import prices was 
slight over the year, so the main decline must have 
been in quantity not in price. In other words the 
trade recession must have played an active part in 
lowering the trade gap — and this factor will operate 
the other way from now on, fer with the recovery in 
trade, imports must expand and a larger role iri 
closing the gap must be assumed by exports. 


Commonwealth Talks: First Move ? 


А piece of news this week from Pakistan may be the 
first move the public Һаує seen following the 
Commonwealth talks. The Government of Pakistan 
has announced that it will not grant further permits 
to instal woollen and worsted spindlage, since the 
official target has been almost reached and it would 
be inadvisable to go beyond it. A limit has been set, 
in other words, to the size of the Pakistan woollen 
and worsted industries. 

'The principle is thus seen in action of a curb 
being put upon the rate of expansion of secondary 
industries in certain areas as one contribution to the 
solution of the sterling area's problems. There is по 
official indication that the decision of the Pakistan 
Government has any connection with the conference, 


у 


but the proximity of the two events and the very fact 
that Pakistan has taken what is indeed a new line on 
industrial expansion suggest most strongly that the 
year 1953 may see practical results from the meeting 
of prime ministers. 


Housing Target Achieved ? 


There is every prospect that the housing target of 
235,000 houses for 1952 has been achieved. In a 
statement in the middle of last month the Minister 
suggested that the target for 1953 will be 270,000 
houses. This second figure ond seem to be a 
somewhat cautious expectation of finished output 
from the houses started in 1952 by the present 
Government. Much of the credit, if such be the word, 
for the je achieved last year, must go to the 
previous Government which vacated office with a 
useful quantity of work on site already in hand in 
1951. 

Criticism -of pausing pony falls under three head- 
ings; first, how many houses can the national invest- 
ment programme stand; second, what are the right 
kind of houses to erect; third, how efficient are the 
building methods employed? It is expected that the 
Government will е a special drive in 1953 to 
increase the efficiency of building methods. So far as 
the type of houses is concerned, much has been 
learned about erecting houses with the minimum 
number of bedrooms rather than the conventionally 
accepted standard – 50 saving time, money and 
materials in times of acute shortage. Тће main 
criticism of housing policy still remains, irrespective 
of party alignments, that houses are going up at the 
expense of the capital requirements o industry. 
Reduced to the ultimate absurdity such a poli 
leaves the community the prospect of starving — wi 
a roof over its head. 


Employment in December 


There was a slight improvement in the numbers of 
employed in the early part of December compared 
with the same time in the preceding month. The 
estimated percentage of unemployed fell over the 
month from 2 to r9. In December 1951 the 
percentage was 1'4. : 

"Taking the more detailed figures which are available 
for the period ended with the close of November, 
the overall figures were clearly mainly influenced by 
a continued improvement in employment in textiles 
(there were 22,000 more taken on in the clothing and 
textile industries over the month) and a seasonal 
decline in the basic industries, where higher unem- 
ployment in agriculture made a major contribution 
to a drop in employment of 32,000. There was a 
noticeable improvement in numbers employed in 
retail trading over the same period. 
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not been successful in so nearly covering them with 
new savings. 

‘I am pleased, too, that the accumulated total of 
National Savings continues to be held above £6,000 


million and is still £1,000 million more than at the . 


end of the war. 

‘Perhaps the most outstanding achievement of the 
movement in the past year has been the raising of 
the membership of savings. groups to a total of 
7$ million, an increase of about 400,000 on the 
previous year.’ 


The Law and the Employer 


The Industrial Welfare Society is organizing a half- 
day conference on ‘Common Law Claims and the 
Employer’, to take place on Tuesday, January 2oth, 
at Robert Hyde House, 48 Bryanston Square, London, 
Wi. 

Speakers will be Mr Н. Samuels, M.A., Barrister-at-Law; 
Mr W. Newell, Head of Insurance Department, Unilever 
Ltd; and Mr C. Gaskin, Safety Engineer, The Davis Gas 
Stove Co Ltd. | 

The fee per delegate for members of the Society is 
ros and for non-members, 152. 

The Society has also arranged a two-day course for 

managers and executives on industrial and factory law, to 
be beld on January 26th-27th at the above address, when 
Mr H. Samuels will be the course tutor, the fees for this 
being £4 E and £5 5s for members and non-members, 
respectively. 
Tickets or further information may be obtained 
from Mrs O. K. Skelley, Administrative Officer, 
Industrial Welfare Society (Inc.), 48 Bryanston 
Square, London, М1. 


Our Contemporaries 
THE CANADIAN CHARTERED ACCOUNTANT. (Toronto.) 
(December, 1952.) . 
Tue ACCOUNTANTS’ JOURNAL. (Wellington.) (November, 


1952.) 
Other Publications Received 
Tue BANKER. (January.) 
Lioyps BANK REVIEW. (January.) ^ 
THE CHAMBER OF COMMERCE JOURNAL. (Јапџагу.) 


Our Weekly Problem 
No. 53: THE BANQUET STARTED ON TIME 


The scarlet-coated toast-master took a piece of chalk 
from his waistcoat pocket and marked a small cross 
on the floor. 

‘Be careful,’ he said, ‘not to advance towards your 
guests. Let them come to you’. 

Mr and Mrs L. U. Sidate were receiving at the 
annual banquet held in the Oak and Ash Rooms 
whose capacity was 350. Mrs Sidate did not know 
many of the guests (in fact it worked out as every 
thirteenth) but chatting to these took three times as 
long (in seconds) as shaking hands with each of the 
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others, and rather held up the flow. However, the 
first guest shook hands at seven minutes past seven and 
the last at half-past, so the dinner started on time. 


How many guests were there at the banquet? 
The answer will be published next week. 


ANSWER TO No. 52: CONSOLIDATED ACCOUNTS 


The total of the general reserves was £3,200. At the end 
of the third year the general reserve of each of three 
companies must have been £400 and the fourth £2,000. At 
the end of the second year the general reserve of two 
companies must have been £200, the fourth £1,000, leaving 
the third with £1,800. Wo "back to the beginning the 
general reserves were £1,650, £80, £450 and £250. 


TWENTY-FIVE YEARS AGO 
From The Accountant or JANUARY 2157, 1928 
What to do with our boys 

A few weeks ago Major-General 5. 5. Long, Chair- 
man of the Transport Committee of the Federation 
of British Industries, was reported in the Press as 
saying "the problem to-day is what to do with our 
boys. Let them become accountants. It seems to be 
the only profession which the fair sex has left alone". 
We hope that this advice, somewhat airily given, will 
not be taken too seriously, for while we think the 
danger of overcrowding may easily be exaggerated, 
the number of candidates who present themselves for 
the examinations of the Institute and the Society 
twice a year shows that there is no lack of recruits and 
that it would be a great mistake to regard the pro- 
fession as an adequate solution to the problem of 
what to do with our boys. . .. 


SEVENTY-FIVE YEARS AGO 
From Che Accountant or JANUARY 19TH, 1878 
Professional Auditing and the Public 


. We have always held that in the matter of 
professional auditing the public are extraordinarily 
penny wise and pound foolish. There are many firms 
in London, whose interests are of the most momentous 
character, and who yet are willing to rest these 
interests upon the insecure basis of their own insight, 
or the probity of a chief clerk; and this, in spite of the 
constant evidence afforded, that proprietary insight 
is easily at fault, and chief clerks are not proof 
against temptation. Some avoid a professional audit 
on the sentimental grounds that it would not be 
pleasant to have some shrewd accountant looking into 
their private affairs.. But people who reason thus 
forget that the accountant would know little more 
than the family solicitor or the private banker, while 
he would be quite as worthy of confidence as 
either. . . 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


MOTOR UNION сову L^ 


10 ST JAMES'S STREET, LONDON, SW1 
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Productivity Council sailed on the Queen Mary last 
Thursday. This team, whose special study is indus- 
trial engineering is not concerned with details of 
technique or manufacture, but will investigate the 
methods of application of new knowledge and ideas, 
which other productivity teams have suggested, 
give rise to a more alert attitude towards change 
and improvement in American firms. 

The terms of reference of the team, of which 
Mr Eric W. Workman, B.SC., F.A.C.C.A., F.C.W.A., 
costs and accounts controller of Morgan Crucible 
Co Ltd, is a member, include the study of how the 
process of constant betterment is influenced by 
budgeting and costing. 


War Damage Payments 
Commission’s WORK IN 1952 
During 1952 the War Damage Commission paid 
out £57 million. This compares with £72 million in 
1951 and [92 million in 1950. The average weekly 
rate of payments in the last quarter of 1952 was 
£914,000. 

'The Commission paid 117,000 'cost of works' claims for 
repairs during the year, and made 30,000 payments on 
account. The amount involved was £48 million, of which 
£47 million was paid to private owners and the remainder 
to local and other public authorities. About £26 million 
was for the repair and rebuilding of houses. Other principal 
items were: commercial buildings, £6} million; factories, 

6% million; churches, £3 million; shops, £2} million. 

reater London’s share of the total was £38 million. 

The average individual Рене during 1952 was £410, 
compared with £342 in 1951 and £262 in 1950. Value 

payments amounted to nearly £9 million, of which £a 
million related to houses. 

Total war damage payments by the Commission 
now amount to £1,077 million in 4,520,000 separate 
payments. Contributions by property owners during 
and after the war amounted to nearly £200 million. 


Firm's Annual Dinner and Dance 
On the day after the Christmas holiday the partners 
of Messrs Carter & Co, Chartered Accountants, 
of Birmingham, following their now established 
custom, gave a dinner party and dance to about 100 
members of the staff and their friends, at The 
Imperial Hotel, Birmingham. 

The toast of “The Firm’ was wittily proposed by, a 
senior member of the staff, Mr R. H. Wall, and in 
response, Mr Е. P. Q. Carter, F.c.a., who, as senior 
partner of the firm, presided at the dinner, touched 
on the achievements of 1952. He commended the 
good work done by the staff and singled out for 
particular mention the long service of 53 years of- 
Мг А. J. Trickett. 
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The Institute of Chartered Accountants 
in Ireland 

The recently published list of members of The 
Institute of Chartered Accountants in Ireland, shows 
that the membership at August 318t, 1952, numbered 
837, of which there were 155 Fellows, 139 Associates- · 
in-Practice, and 543 Associates-not-in-Practice. This 
total is an increase of 64 on the membership figure at 
May 31st, 1951. In addition to an alphabetical list, 
the book contains a topographical list of members 
and their firms, and the names, of members of the 
Council and past presidents of the Institute. 


London and District Society of Chartered 
Accountants а 
A lecture on ‘Estate Duty on Company Share- 
holdings’ will be given by Mr Н. D. Bessemer, 
B.A., F.C.A., next Tuesday, at 6 þ.m., in the Oak Hall 
of the Institute. This address will be the second i in a 
series of three on taxation. 


: The Chartered Accountant Students’ Society 

| of London 
BADMINTON 
In a badminton match played last Saturday at 
Bishopsgate Institute against the National Provincial 
Bank, the Society won a most enjoyable contest by 


' 6 rubbers to 3. 


The Society was represented by. D. P. Вагуа, 
J. H. Flew, S. R. Finning, J. R. REPE G. 


nou У 


National Savings in 1952 
In the calendar year 1952, total savings were [1,070 · 
million and total withdrawals from past savings were 
£1,096 million, so that in the year there was an-excess 


of withdrawals over new savings of £26 million. The 


sum remaining invested in National Savings (after | 
allowing for defence bond redemptions of £58 million) 
decreased by £84 million, and now stands at about 


- £6,006 million. 


Commenting recently on the figures, Lord 
Mackintosh of Halifax, chairman of the National 
Savings Committee, felt that in view of the many 
adverse circumstances the savings movement had 
acquitted itself as well as could reasonably be expected, 
although he admitted that the results were not good 
enough to meet the pressing economic needs of the 
nation. He continued: 

‘The heavy withdrawals result from causes that 
are outside the control of the savings movement and 
would have been disastrous for the country had we 


& COMPANY 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 
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Cheetham, being a clerk under articles to a member 


(e) he failed to reply to seven letters: from the 
Secretary of the Institute; 
so as to render himself liable to exclusion or sus- 
pension from membership of the Institute. 

The Committee found that the formal complaint 
against Louis William Euler, r.c.A., had been proved 
under all headings and the Committee ordered that 
Louis William Euler, r.c.4., of 18 Low Pavement, 
Nottingham, be excluded from membership of the 
Institute. ———— 

А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Derek 
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of the Institute, was convicted at a Magistrates’ 
Court in July 1952, on five charges that with intent to 
defraud he did by means of forged cheques obtain 


. sums of money aggregating £37 5s 11d and on five 


charges of forging cheques with intent to defraud, 
80 as to render himself liable to be declared unfit to 
become a member of the Institute. 

The Committee found that the formal complaint 
against Derek Cheetham, a clerk under articles, had 
been proved and the Committee declared that Derek 
Cheetham is not fit to become a member of the 
Institute. 


NOTES AND NOTICES 


Personal 


Messrs BLAND, CanRYER & McALPIN, of 3 St Martin's 
East, Leicester, announce that as from January rst, 
1953, they have admitted into partnership MR JoHN 
Henry Francis, A.C.A., who has been associated 
with the firm for some years. The style of the firm 
will remain unchanged. 

Mn Ivor Н. Howarp, Е.С.А., practising under the 
firm name of Henry Marras & Son, Chartered 
Accountanta, at 5 Hill Street, Park Street, Bristol, 1, 
announces that as from January rst, 1953, he has 
been joined in partnership by Mr Jonn M. Hiccison, 
A.C.A. MR HiGGISON served his articles with Messrs 
Curtis, JENKINS, CORNWELL & Co, by whom he 
. has been employed since qualifying in 1947. The 
practice will continue at the same address under the 
following style: HENRY Mapas & Son, incorporating 
Howanp, Hiccison & Co, Chartered Accountants. 

Messrs Davip Owen & Со, of Bank Chambers, 
Devizes, announce that Mr J. Bupp, a.s.a.a. has 
been admitted as a partner as from January rst, 
1953. The name of the firm will remain unchanged. 


Professional Notes 
Mr T. A. Hamilton Baynes, M.A., J.P., F.C.A., а 
partner in the firn of Impey, Cudworth & Co, 
Chartered Accountants, of Birmingham and London, 
and a member of the Council of the Institute, has 
been appointed a director on the London Advisory 
оа of the: Friends’ Provident and Century Life 
се. 

Mr Н. Е. Corsan, A.C.A., A.C.W.A., A.M.LI.A., who 
has been secretary of Bailey & Whites Ltd since 
October 1949, has now been appointed a director 
of the company. 2 


. New Registrar of Companies Appointed 
'The Board of Trade has announced that Mr W. B. 


Langford has been appointed to be Registrar of ` 


Companies in succession to Mr J. T. 'Todd, who has 
been transferred to the Industries Branch of the Com- 
mercial Relations and Exports Department at Board 
of Trade headquarters. Mr Todd has been Registrar 
at Bush House for the past four years. 


The Special Commissioners of Income Tax 


The Board of Inland Revenue has announced that 
Mr Francis Noel Dykes Preston has been appointed 
as Presiding Special Commissioner of Income Tax 
in succession to Sir George R. Hamilton who is 
retiring on March 31st, 1953. 


Development Charges 
:- REVISED SET-OFF ARRANGEMENTS 

It was announced last May!, that when a developer is 
the beneficial owner of a claim under Part VI of the 
Town and Country Planning Act, 1947 (or Part V of 
the Scottish Act) the value of which has been 
determined, the tral Land Board would accept 
an amount not exceeding 80 per cent of its face 
value as security for the payment of any development 
charge due from the developer. 

In the light of the Town and Country Planning 
Bill, 1952, the Board announces that it has now been 
authorized to accept roo per cent of the value of 
a claim as security for payment of charge* where 
the claim is in respect of the land developed. Where 
the claim is in respect of other land it will continue to 
allow up to 80 per cent as security, provided the 
claim was originally made by the developer or passed 
to him by operation of law or by virtue of an assign- 
ment made (or an assignation granted) before 
November 18th, 1952, and notified to the Board by 
December 31st, 1952. . 

'The Board cannot make any repayments to de- 
velopers who have paid a balance of development 
charge after giving 80 per cent of their claim as 
security. : 
pna refers to development e which is payable 

use the development started re November 18th, 

1952, or was included in a determination of development 

or an application for determination with other 
development begun before that date.] 


Industrial Engineering Productivity Team 
Visits U.S. 
'The first specialist team to visit the United States 
under the auspices of the recently-formed British 


JSee The Accountant, dated June 7th, 1952, at page 608. 
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Hatson, Stanley Reginald Martin; 1948, A.C.A.; (Clay, 
Russell & Co), 1 King Street, Hinckley, Leics., and at 
Atherstone and Nuneaton. 

Holt, Walter Benno Paul, p.PHIL.; 1949; A.C.A.; (Thornton 
Y Thornton), Nuffield House, 41-46 Piccadilly, London, 

I. 

Horsley, Michael Alan; 1952, A.C.A; (Bridger & Со), 
т Harrison Road, Erdington, Birming’ 5:23. 

James, Anthony Peregrine Lewis; 1949, A.C.A.; (Jones, 
Robathan, Thompson & Co), 29 High Street, Chepstow, 
Mon, and at Cardiff, Carmarthen, Chatteris, London, 
Newport (Mon), and Tenby. 

Lamdin, Haswell; 1952, A.C.A; (A. С. Sayers, Seaton & 
Butterworth), 62 Brook Street, London, Wr. 

Langford, Graham Bruce; 1949, A.C.A.; (Edmonds & Co), 
Market Chambers, High Street, Petersfield. 

Longland, John James; 1948, A.C.A.; (Edmonds & Co), 
Pearl Buildings, Commercial Road, Portsmouth. 

Morpeth, Douglas Spottiswoode, в.сом.; 1952, A.C.A; 
72 Pembroke Road, London, W8. 

Newton, Joseph. Duncan Driver, B.COM.; 1940, А.С.А.; 
(Gane, Jackson, Jefferys & Freeman), City-Gate House, 
Finsbury Square, London, ECa. 

Ramsden, Ronald Charles; 1951, A.C.A.; (Hacking, 
Hargreaves & Co), 5 Great John Street, Lancaster, and 
at Preston. 

Solomon, Henry Desmond; 1934, A.C.A.; (*Hogg, Bulli- 
more & Co), 91 Park Street, London, Wr, and 20 Copthall 
Avenue, London, EC2, and at Norwich. 

Stockill, Ronald Leonard; 1948, A.C.A.; (J. C. Beauvais & 
Co), Westminster Bank Chambers, King Street, Brid- 
lington. 

Sullivan, John James; 1951, A.C.A; 79 Albert Road, 
Widnes. 

Wilson, Arthur Brian; 1951, A.C.A.; (Viney, Price & Good- 
year), Empire House, St Martin's-le-Grand, London, 
EC1, and 22 Ryder Street, St James's, London, SW1. 


(2) That thirty associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- 
law 31). | 


|. (3) That two associates be elected to fellowship 





| under clauses 6 and 31 of the supplemental Charter 


(bye-law 31). 
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A list of those who complete their fellowship or 
membership before January 2oth will appear іп The 
Accountant of January 24th. 


Registration of Articles 


The Secretary reported that ninety-nine articles of 
clerkship were registered during the month of Decem- 
ber 1952, making a total of 1,388 for the year, as 
compared with eighty-one in December 1951, and a 
total of 1,3%0 for that year. 


Resignations 
The Secretary reported the resignations of: 


Mr George Clarence Brown, А.С.А., Bristol. ' 
» Reginald Cutler Haddon, о.в.Е,, A.C.A., Nottingham. 
» Benson Hollis, A.C.A., Ipswich. 


Deaths of Members 


The Council received with regret the Secretary’s report 
of the deaths of the following members: 


Mr Alfred Ernest Ashmead, F.c.a., Bristol. 
» George Edgar Bridge, a.c.a., Eastbourne. 
» William Lees Evans, A.C.A., Liverpool. 
» Percy Garratt, F.c.a., Hove. 
» Charles Arthur Gillam, a.c.a., London. 
» John Herbert Gittens, F.c.a., Richmond, Surrey. 
» William Robert Graves, F.c.a., Cardiff. 
» George Edward Greig, А.С.А., Harrow. 
» Alfred Owen John, F.c.a., Swansea. 
» Henry Harold Kirton, A.C.A., Eastbourne. 
„ Frederick Anton Kup, M.C., A.C.A., London. 
» John William McLaren, M.B.E., A.C.A., Houghton-le- 


Spring. 
» William Miller, a.c.a., London. 
» Reginald Courtier Parsons, Е.С.А., Bournemouth. 
» Graham Henry Robinson, F.c.a., London. 
Robert Rule, А.С.А., London. 
William Teasdale Turner, A.C.A., Sidcup. 
» Stanley Frank Wilson, F.c.a., London. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 2151, 1948, at a hearing 
held on December 3rd, 1952. 


The following formal complaint was preferred by 
the Investigation Committee of the Council of the 
Institute to the Disciplinary Committee of the 
Council ` 

That Louis William Euler, ¥.c.a., has been guilty 
of acts or defaults discreditable to a member of 
the Institute within the meaning of Clause 21, sub- 
clause 3 of the Royal Charter, in that 


i. (а) despite repeated requests from the solicitors 


acting for a limited company, of which company 
he was receiver and manager, he failed to 
deliver within a reasonable time or at all the 
accounts required of him as such receiver and 
manager; 


(Б) he failed to perform his duties under the. 


Bankruptcy Acts, 1914 and 1926 as a trustee 
in the bankruptcies of each of two persons 
by needlessly protracting his trusteeships 


without probable advantage to the creditors 
and was removed by the Board of Trade from 
such offices by reason of such failure; | 

(c) he failed to perform his duties under the 
Bankruptcy Acts, 1914 and 1926 as a trustee 
in the bankruptcies of each of five persons by 
refusing, neglecting or omitting to send to the 
Board of Trade his accounts as such trustee 
as aforesaid or to forward to the Board affidavits 
of no receipts or payments, notwithstanding 
that he had been called upon so to do and was 
removed. by the Board of Trade from such, 
offices by reason of such failure; 

'(d) his conduct as liquidator of each of three 
limited companies in compulsory liquidation 
was unsatisfactory and that as a result of 
complaints by the creditors and application 
to the Court, he was removed by orders of the 
Court from such offices; | j 
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OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held 
on Wednesday, January 7th, 1953, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr Т. B. Robson, M.B.E., President, in the chair; Mr j. 
Blakey, Vice-President; Messrs H. Garton Ash, 0.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. Hamilton Baynes. 
Sir B. H. Binder, Messrs W. G. Campbell, W. S. Carring- 
ton, S. W. Cornwell, E. C. Corton, A. S. H. Dicker, 
M.B.E, С. R. Freeman, P. Е. Grainger, D. V. House, 
‘Sir Harold Howitt, о.в.в., D.8.0., M.C., Sir Russell Kettle, 
Mesars W. Н. Lawson, с.в.в., W. R. MacGregor, J. S. 
Mackenzie P. Morgan-Jones, C. U. Peat, м.с., P. M. Rees, 

L. W. Robson, G. F. Saunders, Gilbert D. Shepherd, 
MEE ss G. Shuttleworth, C. M. Strachan, о.в.в., E. D. 
Taylor, G. L. C. Touche, E. Gordon Turner, M.C., A. D. 
Walker, Sir Nicholas Waterhouse, K.B.E., Messrs H. B. T. 
Wilde, УВ. P. Winter, M.C., T.D., with the Secretary and 
Assistant Secretaries. 


The Coronation Year 


The opening words of the address of the President 
before the proceedings of the Council commenced 
were published in The Accountant for January 10th, 
1953. 

Readmissions 
Three applications for readmission to membership 
were acceded to and one application was not acceded to. 


Appointments to Committee 


Mr G. F. Saunders was appointed a member of the 
Disciplinary Committee and Mr E. C. Corton was 
appointed a member of the Applications, District 
Societies and Finance Committees. 


Meeting with representatives of Union of 
Chartered Accountant Students’ Societies 
The Council decided that the President, the Vice- 
President, the chairmen of the District Societies and 
Examination Committees, and Mr Р. F. Carpenter 
be appointed to represent the Council at the annual 
meeting of representatives of the Union of Chartered 
Accountant Students’ Societies with representatives of 
the Council to be held on Tyesday, March 17th, 1953. 


Articled Clerk Engaging in Other Business 
One application under bye-law 57 from an articled 


clerk to engage in other business during his period of 
service under articles was acceded to. 


Articled Clerk in Industrial Organization 
_ One application under bye-law 58 (c) from an articled 
clerk to serve a part of his articles in an industrial 
organization was acceded to. 


Resignation of Mr Henry Crewdson Howard 
The Council received with very great regret the 
resignation of Mr Henry Crewdson Howard, Е.С.А., 
London, of his membership of the Council. Mr Howard 
had been a member of the Council since 1924. and was 


Vice-President of the Institute in 1947. He had served 
on many committees during his period of office on the 
Council and was a past chairman of the General 
Purposes. and Planning Committees and was also 
chairman of the Institute Organization sub-committee 
from its formation in 1946. 


Summer Course, Christ Church, Oxford, 
July 10th to 15th, 1953 


The Council approved a preliminary notice for issue 
to all members of the Institute inviting members to 
obtain application forms for the Summer Course to be 
held at Christ Church, Oxford, from July roth to 
15th, 1953. (The notices will be issued to all members 
towards the end of January 1953, and members are 
requested not to apply for application forms until the 
notices have been issued.) 


Gertificates of Practice etc. 


It was resolved: 

(1) That certificates of practice be issued to the 
following twenty-seven associates who have com- 
menced to practise: 


Albrecht, Harold Muguet; 1952, А.С.А.; 45 St Mary's 
Avenue, Northwood, Middlesex. 

Arrowsmith, Robert Bryan; 1950, A.C.A; (Francis J. 
Nash, Gill & Co), 25 Queen Street, Blackpool, and at 
Preston. 

Barnett, William, M.c.; 1919, A.C.A.; (William Barnett & 
ns 27 'l'emplar's Avenue, Golders Green, London, 


Baverstock, Cyril Ivan; 1950, A.C.A; Shanghai House, 
8 Botolph Lane, Eastcheap, London, 'EC3. 

Bo Thomas Norman; 1939, AGA: аз Acresfield, 
Bolton. 

Bourne, Michael John; 1952, A.C.A.; (Thomas Bourne & 
Co), Westminster B Chambers, High Street, Burton- 
on-Trent, and (f*Thompson & Sherratt), High Street, 
ray Ss пена also at Nuneaton, (*Thomas Bourne 
& 

Brayshaw, Henry Allen; 1947, A.C.A.; (Ogden, Manning 
Hill & Co), National Provincial Bank C riers, Mex- 
borough, and at Cheltenham, Stratford on Avon and 
ара also at Warwick, (*Ogden, Manning Hill 
& Co) 

Clarke, John Harry Roy; 1951, A.C.A.; 20 Grant Road, 
Farlington, Cosham, Portsmouth. 

Durrant, Owen Victor; 1952, A.C.A; (*V. B. Durrant & 
Son), 44 Prince of Wales Road, Norwich. 

Elphick, John Oscar; 1950, ACA; (Gane, Jackson, 
Jefferys & Freeman), City-Gate House, Finsbury Square, 
London, ЕСа. 

Foxwell, Alfred Edwin Byrne; 1939, A.C.A.; (*Cattell & 
Chater), Bank Chambers, High Street, Kettering, and at 
Rushden. 

Gerrish, Albert Joseph; 1952, A.C.A.; 26 Honiton Road, 
Welling, Kent. 

Green, Roy Kenneth; 1950, A.C.A; (J. B. Boyd, Wrigley 
& Co), 55 Brown Street, Manchester, 2, and at Buxton; 
rare Guildford and London, (*Wrigley, Cregan, Todd 
& В 


» placed against а Firm Name Бе that the Firm is not 
exclusively composed of members of the Institute. 


, January 17th, 1953 


Nowadays we get frequent price changes in 
materials (which may or may not be reflected in 
selling prices). This tends to vitiate the value of the 
standard as a stock pricing instrument for materials. 
I am not going here into all the arguments for and 
against LIFO, FIFO, and. other methods, but they 
cannot be ignored, and standards cannot be accepted 
without considering their ‘trueness’ and ‘fairness’ in 
the light of all the circumstances of buying and 
selling. (Mr Russell does not mention this aspect of 
stock valuation, presumably taking it for granted 
while ‘making’ his specific point, but it must be 
kept well in mind in advancing the claims of the 
standard cost.) It is obvious for instance that an 
up-to-date standard can only be the lower of cost 
or market value where prices are falling and even 
then some considerable research may be involved 
in assessing the current standard price of materials 
bought some time previously. 

In the 'on-cost' field it must be pointed out that 
т are normally built round a policy output 
level. 

In favourable conditions where output is: above 
standard, actual costs will be below standard, and 
reference to sales department future policy is advis- 
able before accepting the higher standard for stock 
valuation. 

In a recession of course, the standard overhead 
will be lower than actual and therefore more accept- 
able, but again sales policy may be a deciding factor. 


` Yours faithfully, 
. Bexley, Kent. E. SEAMAN. 


Repairs – or not? 


| Bin, - I refer to the. article by Mr Michael J. У. 
Locke entitled ‘Repairs — or not?" published in your 
issue of December 20th, 1952. 

With regard to these farmhouse repairs; while it 
may be true that expenditure disallowed under the 
Law Shipping rule does not strictly speaking qualify 
for Section 314 allowance, the accountant should 
(try to obtain this allowance as inspectors in my 
| experience sometimes grant it by concession. 
| It is also worth emphasizing, as the article does, 
that farm repairs added back as improvements can 
be allowed under Section 314. 

i Yours faithfully, 

| Hastings. | В. JONES. 

| {Mr Michael J. W. Locke writes: I agree that in some 
| districts expenditure disallowed under the Law 
Shipping rule is by concession available for Section 
314 allowance, In the past I have made good use of 
this. However it is a concession which is rapidly 
‘dying out sirice it has no foundation in law and 
certainly has not the blessing of ‘head office’.] 


| 


| Accountants in Japan 


Sin,- Your issue of November 15th, 1952, contained an 
extremely interesting article ‘Accountants in Japan’, 
by Mr Hutt. Unfortunately, he whetted the reader’s 
iappetite and then did nothing to satisfy it. ` 


| 
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In this Colony there are more accountants than 
businesses, and generally, prospects here are not 
at all bright. The new Companies Act has. made it 
compulsory for public companies to have an audit 
whereupon most of the existing companies promptly 
registered as private. 

In view of the foregoing facts, therefore, I should be 
most indebted to Mr Hutt if he could let me have the 
addresses of the C.P.A. body in Japan, as well as 
those of the leading firms of accountants in that 
country; my bags are packed. Please airmail reply. 

Yours faithfully, 

Bulawayo, H. MANDELSTAM. 

Southern Rhodesia. 


Television Maintenance Insurance 
SR, – It would appear that the answer to your 
correspondent ‘T.V. in your issué of January 3rd, 
1953, 1s determined by the wording of the mainten- 
ance agreement itself. — ' 

Where this clearly states that the charge or 
premium is made to cover the whole of the period 
of maintenance then there would appear to. be no 
objection to hold the whole of these receipts in 
suspense until the period of maintenance has expired. 

If, however, it can be construed that these payments 
are calculated to cover the estimated expenditure as 
it accrues then they must obviously be brought into 
profit and loss account in the year in which they are 
received. 

Му suggestion is to fave a standard agreement for 
а definite period, say three years, and at each account- 
ing date bring to the credit of profit and loss account 
all expired agreements at that date less the expendi- 
ture incurred and hold in suspense all unexpired 
agreements less the expenditure thereon. 

I don’t think there could be any objection by the 
Revenue to this course. | 

It may also be necessary to make some reserve 
against current expenditure if this is heavy and out 
of proportion to the premiums still in suspense on 
unexpired agreements. 

Yours faithfully, 


TYNESIDER. 


Stock Valuation: Gramophone Records 
Sir, – We should be obliged if any of your readers 
would give us the benefit of their experience in 
connection with the a for stock purposes of 
gramophone records. 

The case we have in mind i is one where a stock of 
some ioco records is held, mostly of popular songs, 
racked in numerical order. The proprietor informs 
us that it is impracticable to separate the records 
into categories of active, semi-obsolete and obsolete, 
and furnishes us with a schedule of stock in hand, 
valued at cost price. 

Is there any approved method of reducing the ' 
given cost valuation, to allow for obsolescence? 

Yours faithfully, 
UNRECORDED. 
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the passenger-carrying season because by itself it was 
not of much worth to the company. 
In 1946 the company bought four ва и craft 
‘from the Admiralty for £800 each, and these they 
converted for passenger- . These vessels were 
sold two or three years later and together realized a 
large surplus, three of them having been used as 
passenger boats, while the fourth was not. ‘These four 
vessels were sold because they turned out to be not 
suitable for running up the beach. Subsequently 
further boats were purchased, and later sold, and 
surpluses were r 
It was contended before the General Commis- 
sioners that these purchases and sales of vessels were 
a part of the process of restarting the passenger- 
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carrying business, and that the surpluses realized did 
not constitute trading profits. The General Com- 
missioners decided ‘that ithe profits on the sale of the 
ships were liable to tax’, and it was agreed by both 
sides that this finding meant that the sales of the s B 
took place in the way of trade, and that the profits 
were from an adventure in the nature of trade within 
Case I of Schedule D. The question for decision in 
the High Court, therefore, was whether or not there 
was evidence to support this finding. 

Held, that the General Commissioners were entitled 
to draw the inference that the purchase, conversion 
and sale of the ships were activities in the course of 
the company's business, and were liable to tax 
accordingly. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Annual Returns under the Companies Act, 
1948 

Sir, – In the excellent article by-Mr Reginald Martin 
entitled ‘Annual returns under the Companies Act, 
1948’, which appeared in your issue of December 
20th, 1952, there appears to me to be a misstatement. 

When referring to the particulars of directors to 
be included in the annual return it is stated that a 
complete list of directorships of all companies 


rovided they are incorporated under the Companies _ 


cts in Great Britain) should be given. 

In the Sixth Schedule of the Act it states that the 
names of all bodies corporate incorporated in Great 
Britain of which the director is also a director should 
be given, with certain exceptions. From experience, 
I have found this of importance as it can refer to 
societies registered under the Industrial and Provident 
Societies Act, Building Societies Acts and corporate 
bodies established by Acts of Parliament. 

Yours truly, 

Glasgow, 84. JOHN S. CHALMERS, A.C.I.5. 
[Mr Reginald Martin, F.c.1.8., writes: Your correspond- 
ent has raised an interesting point in regard to the list 
of directorships, and a reading of the Sixth Schedule 
by itself would appear to support his view. 

My information is, however, that the Registry is 
advised that particulars of *other directorships’ which 
are required to be kept pursuant to Section 200 (2) (a) 
of the Companies Act, 1948, are limited to director- 
ships of companies registered under the Companies 
Acts (see Section 455 (1) as to the meaning of 
‘Company’). Accordingly, it is not customary for the 
Registrar to require: membership of the governing 
bodies of other authorities, associations and corporate 
bodies including oversea companies, to be disclosed 
in the particulars of other directorships.] ` 


Valuation of Stock 
Sm, – The essence of Mr S. Е. Russell's letter in 
your issue of January 3rd is that standard costs, 
providing that they are Fade revised for ‘persisting 


sch 


alterations in the prices of material and labour’ are 
to be preferred to actual costs for pricing stock-in- 
trade in certain circumstances. 

He instances ‘ever-rising’ variances as evidence 
of ‘ever-falling’ efficiency (persisting price variances 
пад ДА been Tona and suggests that the lower 
standard cost, in this case, is to be preferred to the 
possibly uneconomic higher actual cost. 

I am entirely in agreement with the theory behind - 
this, and have in fact, in my capacity as a cost 
accountant to a manufacturing concern, worked on 
these lines for many years in evaluating stock-in- 
trade. Significant price changes are incorporated as 
they occur in revised standards, and any remaining 
variances reflect manufacturing efficiency. As 
standards are normally ‘targets’, variances are 
normally ‘extra’ costs, and the standard, being lower 
than actual cost, is more appropriate for stock 
valuation (apart from being ‘on tap’ and therefore 
simple to apply). 

A point to watch however in these days of buyers’ 
markets is that sales departments are liable at short 
notice to take advantage of any variance ‘gains’ to 
reduce selling prices. In these circumstances it may 
be preferable to reject the, in this case, higher 
standard and use the lower ‘actual’ for pricing stock. | 
(This can often be done by taking the stock total | 
evaluated at standard, and making an appropriate | 
adjustment after reference to the variance accounts 
themselves.) 

However, despite all I have conceded above in 
support of the standard cost as a stock pricing | 


‘instrument, I should like to emphasize its short- 


comings. These are mainly in the two fields of' 
‘materials’ and ‘on-cost’ (or Piette) and I suggest 
that these two elements of cost should always be 
reviewed quite separately from the labour. element 
when making a decision as to the desirability of the 
standard cost as a basis for stock valuation. 
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1eld by the company, and the latter counter-claimed 
ог a refund of the amounts of rent previously over- 
raid. f 

Held, that the mistake as to the length of the term 
of the lease was a mistake of fact, and that, therefore, 
he company was entitled to recover the sums over- 
»aid. 

A. & J. Mucklow Ltd v. C.I.R. 
In the High Court of Justice (Chancery Division) 
November 26th, 1952 

(Before Mr Justice HARMAN) 
Sur-tax — Undistributed profits of controlled company – 
Broken period to date of liquidation — Whether profit 
necessarily available for distribution – Finance Act, 
1922, Section 21 — Finance Act, 1927, Section 31 (4), 
~ Finance Act, 1937, Section 14 (2), (5). 

‘The appellant company was incorporated in 1939, 
and went into voluntary liquidation on December oth, 
1943. The company never paid a dividend. The pur- 
pose of the liquidation was to transfer the business 
to a new company of the same name, but a large sum 
was excluded from the sale and passed to the only 
two shareholders, who used it to finance the new 
company. The Special Commissioners found that it 
was not part of the purpose of the transaction to avoid 
sur-tax; and they discharged a direction, under 
Section 21 of the Finance Act, 1922, in respect of the 
appellant's last complete accounting penod ended 
April 3oth, 1943, holding that the company had not 
acted unreasonably in not declaring a dividend for 
that period. The Special Commissioners nevertheless 
confirmed a direction in respect of the period from 
May ist, 1943, to December 9th, 1943, and did so 
because they considered that this course was impera- 
tive by virtue of Section 31 (4) of the Finance Act, 
1927. i 

Held, that Section 31 (4) of the Finance Act, 1927, 
did not require that the profit for the broken period 
down to the commencement of the liquidation must 
necessarily be treated. as available for distribution, 
and that the question whether the profit was so avail- 
able was a question of fact in each case. 


Thomas v. Norton 
In the High Court of Justice (Chancery Division) 

November 27th, 1952 

(Before Mr Justice HARMAN) 

Income-tax, Schedule E — Commissioner in London for 
a colonial administration — Duties mainly performed in 
United Kingdom – Whether office in United Kingdom 
for tax purposes ~ Income Tax Act, 1918, Schedule E, 
Rule 6. 


The respondent held the office of East African 
Commissioner in London. Three East African terri- 
tories, Kenya, Uganda and Tanganyika, had са 
administrations, but prior to 1948 there was also ап 
East African Governors’ Conference which was com- 
posed of the three governors alone. The Conference 
maintained a Trade and Information Office in London 
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which was financed from the revenue of the Con- 
ference. At the end of 1947 the East Africa (High 
Commission) Order, 1947, established the East Africa 
High Commission and an East Africa Central Legis- 
lative Assembly for the three territories. The East 
Africa High Commission was a corporate body com- 
posed of the governors of the three territories. It had 
perpetual succession and a common seal, and could 
perform all the acts that a body incorporated by 
charter could perform. The headquarters of the East 
Africa High Commission were in Nairobi. The 
appellant’s office was automatically transferred to the 
control of the High Commission, and he became an 
officer or servant thereof. Prior to 1950 the respondent 
had no written agreement, but in that year an agree- 
ment in writing was made between him and an agent 
of the East Africa High Commission. 

The respondent was assessed under Schedule E in 
respect of his salary for 1947-48, and also for subse- 
quent years. The Special Commissioners decided that 
the respondent’s appeal failed for 1947-48, but 
succeeded as regards the later years. 

In the High Court the respondent abandoned his 
appeal as to 1947-48, but the Crown contended, as 
regards the later years, that the respondent had or 
exercised an office or employment in the United 
Kingdom. 

Held, that the Special Commissioners’ decision was 
correct. 


Bolson & Son Ltd v. Farrelly 
In the High Court of Justice (Chancery Division) 
November 28th, 1952 | 
(Before Mr Justice HARMAN) 
Income-tax ~ Sale of ships- Business of passenger- 
carrying — Whether ships sold in ordinary course of trade 
— Income Тах Act, 1918, Schedule D; Case I. 

Тће appellant company was incorporated in 1931 
to carry on the business of running sea trips from a 
seaside resort. The business came to an end in 
September, 1939, and the company's activities then 


„became the repairing of vessels belonging to the 


Admiralty. Аз a consequence of this the company 
possessed, at the end of the war, a shipbuilding and 
repairing business. | 

It was desired, however, that the company should 
resume its former activity of providing sea trips for 
holiday-makers, and with that object in. view .two 
undecked boats, and also a larger vessel, were pur- 
chased from the Admiralty. One of the open boats. 
was bought for £627 and sank, and the insurance 
money yielded a surplus over the purchase price. The 
other open boat was bought for £50, and was con- 
verted at a cost of £1,600, and’ on being sold it 
realized a surplus of £350. The third vessel cost £800, . 
and was never put into service, and after about five 
months it was sold for £6,000. The second-mentioned 
vessel was sold. because it.was іп. such а bad condition 
that it was not, suitable for passenger-carrying, and 
the last-mentioned vessel was sold towards the.end of. 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Prior v. George Martin (Fulham) Ltd 

In the High Court of Justice (Chancery Division) 

December 1st, 1952 , 

(Before Mr Justice HARMAN) 

Income-tax — Balancing charge – Sale between controlled 
persons — Sale before appointed day — Sale at open 
market value — Whether limit of recharge applicable – 
Income Tax Act, 1945, Sections 15 and 59. 

On April ist, 1944, the respondent company 
bought some lorries for £1,500, this sum being the 
open market value at the time of purchase. The 
Crown contended that, as the seller of the lorries 
controlled the company, the case was within Section 
59 (2) of the Income 'Tax Act, 1945, and that in 
computing the annual wear and tear allowances to 
the company the limit of recharge, as defined in 
Section 59 (3), must be substituted for the purchase 

rice. 

The Special Commissioners accepted the respon- 
dent's contention that Section 59 did not apply to the 
casc, since the purchase took place before ‘the 
appointed day’ ind before the Income Tax Act, 1945, 
received the Royal Assent. In the High Court the 
respondents contended additionally that the case was 
covered by the decision in Wilsons (Dunblane) Ltd v. 
Commissioners of Inland Revenue (31 A.T.C. 339). 

Held, that Section 592 lies to transactions before 
the appointed day an za re the date of the Royal 
Assent to the Income Tax Act, 1945; but, following 
the decision of the Court of Session in Wilsons (Dun- 
blane) Ltd v. Commissioners of Inland Revenue, that 
as the lorries had been transferred at the open market 
price, Section 59 (2) of the Act was not applicable. 


Gamini Bus Co Ltd v. Colombo 
Commissioner of Income Tax 
In the Privy Council - July 29th, 1952 
(Before Viscount SrMoN, Lord NoRMAND, Lord 
Oaxsey, Lord Rem and Sir LioneL Leaca) 
Income-tax — Estimated assessments – Whether use of 
figures of other cases violation of pledge of secrecy — 
abitual understatements in other taxpayers’ returns — 
Whether evidence of understatement in case in question — 
Income Tax Ordinance (Ceylon) с. 188 of 1932, 
Sections 4 (1), 64 (2), 69, 73 (4). 
The appellant’s returns of income for each of four 
ears were not accepted by the assessor, who accord- 
ingly made estimates of the amounts of the appellant’s 
assessable income and assessed the appellant thereon. 
The appellant appealed to the Commissioner of 
Income Гах, and at the hearing the assessor produced 
a statement showing the expenditure of seven other 
bus.companies on petrol and oil, and showing also the 
amounts of those companies’ assessments. ‘The pur- 
pose of this statement was to indicate that there was 


a fairly constant ratio of profits to expenditure on 
petrol and oil in the case of bus companies. The names 
of the seven companies were not disclosed, and the 
figures in the statement were obtained from files in 
the Income Tax Department. 

Held, (1) that the view that such a ratio existed, and 
was a guide to the proper amounts of the assessments 
to be made on the appellant, was a view which the 
assessor and the Commissioner were entitled to hold 
and apply; (2) that the document did not violate the 
obligation of secrecy in relation to the affairs of any 
particular taxpayer, as it did not disclose the name of 
any taxpayer, and it was used for the purpose of show- 


ing that the assessor and the Commissioner were ah | 


acting capriciously; (3) that, although the figures 

the statement could not be checked by the ато 
the document was properly and fairly used for the 
purpose of confirming the existence of the ratio; 
(4) that although the statement indicated a conclusion 
of the Income Tax Department that nearly all the 
other bus companies had understated their profits, 
that was not evidence that the appellant had under- 
stated its profits, and that if the statement had been. 
used for that purpose, it would have been improperly 
admitted in evidence. 


Turvey v. Dentons (1923) Ltd 
In the High Court of Justice (Queen’s Bench Division) 
November 14th, 1952 
(Before Mr Justice Ри.снев) 
Income-tax — Long lease - Deduction of tax ~ Deduction 


of Schedule A tax instead of tax at standard rate on | 


whole rent — Erroneous belief that lease was short lease — 
Income Tax Act, 1918, Schedule A, No. VIII, Rule т; 
General Rule 1902 — Finance Act, 1940, Section 17. 

The company, which carried on business at 
Gloucester and Cheltenham, took a lease of premises 
in London for ninety-nine years. The lease was 
negotiated by the secretary of the company, who in- 


formed the assistant secretary of the taking of the. 


lease, but did not inform him of the terms thereof, 
The deed of lease was kept by the company’s solicitors 


in London. The assistant secretary, who was respon- | 


sible for paying the rents of the company's premises, 
erroneously assumed that the lease was for ten years, 
which was the term of another part of the same 
premises which the secretary had recently arranged 


for the company to purchase. 'T'he assistant secretary ' 
in turn informed the company's accountant, and the © 


latter drew cheques for the full rent, deducting only 
the Schedule A tax, instead of tax at the standard rate 
on the full rent. When the mistake was discovered the 
company withheld payments of rent in order to 
recoup itself for the previous over-payments. Тће 


-lessor brought this action to recover the sums so with- 
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As at 
August 25th, 1951 





























£ £ € £ 
"Ixed Assets 
Freehold and Leasehold Land and Properties we ša sa T ЕЎ vs on 1,817,853 303,464 1,514,389 
и 1,416,588 278,921 4,137,667 
Plant and Machinery и ae es pa Pm 24 Ju ng a Se 1,850,428 913,235 937,193 
1,634,985 842,864 792,121 
Other Equipment .. cx ne v Ke T 29 PS m 5 E 312,465 178,949 133,516 
250412 153,514 96,898 
Total Fixed Assets .. 5 n .. 25 А ds xs 3,980,746 1,395,648 2,585,098 
7 3,301,985 1,275,299 2,026,686 
current Assets £ £ 
Stock-in-Trade and Work in. Progress .. . 3,147,502 2,509,618 
Debtors (Including Gradual Payment Accounts), Bills Receivable and ‘Payments In Advance less Provisions 
for Doubtful Debts and Discounts... e s "m x Vx m Y 2,177,097 s ,750,306 
Trade Investment (at Cost) aie is vs Фу vs ss s 25,024 25,024 
British Government Securities (Market Value £1,508).. ELT s ae a wi e» 1,508 1,504 
Tax Reserve Certificates .. ге их “> ee Gi E Ме P EUG s 5. A — 750,000 
Cash at Bank and In Hand .. Ts 29 s Je ~ ya ee sa is ЯА E 208,534 199,634 
Total Current Assets ss de АЕ ae ns m ae e К 5,559,665 5,435,085 
Deduct: 
Current Liabilities and Provisions 
Trade Creditors and Accrued Charges 2s T = 3 s$ m ex . 1,503,360 1,310,483 
National Taxation уз vs .. we Res i T s% m 782,108 826,937 
Provision for Deferred Repairs (Note 2). v = АЕ 28 3 „а E Ves c 31,555 38,720 
Proposed Dividends (Ne) .. is T T T és ret АЛ R p 147,000 147,000 
Total Current Цаб јез and Provisions ie у a ae ; 2,464,023 2,323,140 
Total Net Current Assets .. ae “a АГ va Va i £3,095,642 63,112,946 
APPROPRIATION ОР GROUP NET PROFIT 
for the period from August.26th, 1951, to July 31st, 1952 
Year ended 
August 25th, 1951 
| £ £ £ £ 
group Net Profit for the period, after Taxation, available for appropriation (see opposite) .. vx 554,528 675,176 
Deduct; 
Amounts retained in the Accounts of the Subsidiary Companies: 
Added to Special Reserve to meet excess replacement cost of Fixed Assets .. A ae 260,000 350,000 
Added to balance of unappropriated profits .. as os m . ee we 98,729 129,471 
А ~ 358,729 ——— 479,471 
3alance, being profit for the period dealt with in the Accounts of Raleigh Industries Led 195,799 195,705 
Deduct: ` 
Distributed as Dividends and Bonus (less Income-tax) by Ralelgh Industries Ltd: 
On Preference Shares: — 
6 per cent per annum for year ended December |5Ећ, 1952 Ре ДА А 31,500 31,500 
On Ordinary Shares: 
Interim Dividend of 5 per cent pald on June I4th, 1952 .. ne s Me ES я 32,813 32,813 
Proposed Final Dividend of 15 per селе s T ws po 5: sv T EN s 98,438 98,438 
Proposed Bonus of 5 per cent .. "m .. .. we .. .. .. .. ve .. 32,812 32,812 
195,563 — — 195,563 
зајапсе, belng amount added to МИ profits of Raleigh Industries Led .. .. Е . 236 142 
Add Balance brought forward — .. ba es iy as he ah vs ~ а E 2,876 2,734 
Total of unappropriated profits carried forward in the Accounts of Ralaigh Industries Ltd .. p 3! C 2,876 
Add Unappropriated profits of ee Companies: 
Brought forward ae - E m d. ja x ae => v oF se 637,791 508,320 
Added this period (as above) . e ew oS RS ss .. m m m m m .. .. 98,729 129,471 
| - 736,520 637,791 
Total of unappropriated profits carried forward in the Consolidated Balance Sheet  .. S £739,632 ' £640,557 


Notes are not reproduced. - Editor. | 
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` m CONSOLIDATED BALANCE SHEET as at July 3ist, 1952 
As at 
А x August 25th, 1951 
Interests of Shareholders of Raleigh Industries Ltd: £ t £ £ 
Share Capita! 
Capital Reserves 
Special Reserve to moot axcess replacement cost of Fixed Assets (Note 7) .. T a E 3,000,000 2,700,000 
Revenue Reserves and punc 
Contingencies .. si - то 3s s x Ek và - se te .. 100,000 100,000 
Sports Ground [Improvements ae En D "S ке ai are à КЕ as 25,000 25,000 
Profit and Loss Account: . у d 
Balances carried forward: 
Raleigh industries Ltd .. '.. e Wem. de x ss РЕ FE i ae 3,112 2,876 
Subsidiary Companies — .. АЕ oe oe E us ne vs se is .. 736,520 637.79! 
` ——— 864,632 —— — 765,687 
Reserves for р 
Future Income-tax E s e. T yè vs .. ба ee vs .. 560,000 556,000 
‘Equaltration of Taxation (Note 8) .. v ыж Ka vs p ES 55 T ve. 52,232 52,232 
`~ —— 613231 —~ 608,232 
у ; i 6,726,864 6,323,899 
interests of Minority Shareholders in Subsidiary Company  .. ay дА ЗА «š vs 143,953 — 
i i £6,870,817 - £6,323,899 
Represented by the Undermentioned net Assets - ' - £ £ 
Fixed Assets (as detalled opposite) .. «x i - 54 - - ve s 2,585,098 2,025,686 
Goodwill (See Note 10) .. 2s Vie gs de^ Ug as we s 58 1,181,536 1,181,536 
Net Current Assets (as detalled opposite) | ~ AS ae si "m 5 3,095,642 3,112,946 
Preliminary Expenses of Subsidiary Company vs sá e. eA s ^ M 8,54! 2,73! 
£6,870,817 £6,323, B99 
The Notes set out on pages 12 and 13 form part of these Accounts, — 
“HAROLD BOWDEN : 
CAR B WILSON. y Directors. 
CONSOLIDATBD PROFIT AND LOSS ACCOUNT 
for the period from August 26th, 1951, to July 31st, 1952 
Year ended 
5 August 25th, 195) 
£ £ £ £ 
The Trading Profit of the Subsidiary Companies, after deducting the cost of materials and labour and all 
expenses of manufacture, ditribution : and administration (other than those specified below) amounts to... 1,664,738 1,851,498 
From this are deducted: 
Depreciation of Fixed Assets (see Note 9) .. us vu "s 4. .. .. m T eo 103947 142.819 
Emoluments of Directors (sea Note 11) on ја we .. .. el, cep os .. m 95,800 . 7, 
Pensions to Past Directors ЊЕ "m зж ха .. i E RE T as oe 2,152 2,385 
Pensions and Benevolent Fund .. .. m .. а .. 70,003 68,203 
Pro n for Deferred Repairs and Rehabilitation Expenses (sas Note 12) “a $a ve js eis — 6,066 
Ye m J А — 341,902. ——— 296,584 
Leaving a Net Profit on Trading of te bs a T" .. ve Ss vie 1,322,836 1,554,914 
Sundry additional items of Income are: : 
, Interest on Government Securities, Tax Reserve Certificates, etc... .. .. oe .. .. oe 10,384 7,511 
Profit on disposal of obsolete plant etc. n "e" 55 .. .. a .. .. .. 1,376 2.531 
11,760 10,042 
Less; 
The administration expenses of the Parent cop. excluding Directors’ Fees Included above .. T 4,669 4,499 
Less on Exchange MS E .. .. .. . . .. m is 851 23 
6,240 —— 5,270 
Making n Total Net Profit, subject to Taxation, of... 6. a e a 1,329,076 1,560,184 
On which the Набу су to taxation Is estimated as follows: 
"United Kingdom Taxes: 
Profits Tax Ро vs oa oe n m zx ws ie АА ЗЯ бе «st ee 175,000 271.500 
Income-tax os oe .. oe .. .. .. .. ea ES 55 ne a .. 566,28! 566,921 
Ў 741281 838,421 
Transfer to Reserve for Equalization of Taxation (ses Note 8) .. Ve reis ++ а m T — 23,168 
Adjustment of Taxation Provisions of previous years gu РЯ ne e es s .. Сг. 1,344 . Dr. 3,561 
| 739,937 865,150 
— 777,445 — 685,008 
551,631 . 675,176 
Amount attributable to Minority Interest in Subsidiary Company s oe -— m es = ss Cr. 2,897 — 
Group Net Profit fo tod, aftar Taxation avallable for appropriation carried forward ПИК . 
sen opposita) Mei: cd eias QU à £554,528 £575,176 
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FINANCE AND COMMERCE 


New issue activity attracts principal interest in stock 
markets. The success of the Anglo-Iranian operation 
is being followed by the resumption of Corporation 
borrowing in the gilt-edged market. A number of 
industrial capital offers are in prospect and a high 
level of activity is likely to be maintained. 


Raleigh Industries 


There has been considerable rearrangement this year 
in the accounts of Raleigh Industries Ltd. This is 
particularly so in the consolidated balance sheet 
which last year showed all the detail which, in the 
latest accounts, is transferred to the schedule of net 
assets. The result is a skeleton consolidated balance 
sheet giving the totals of the group items, the 
reader being directed to various notes two pages 
further on, and to the schedule appearing on the 
facing page. 

To get fussy detail away from the balance sheet and 
into the notes and schedules is a commendable 
objective, but the question might perhaps be asked 
whether the Raleigh accounts go a little too far in this 
respect. As we have said before, preference for balance 
sheet form is very much a matter of what the reader 
has been used to, but the placing of the schedule of 
net assets in the Raleigh accounts directly opposite 
the consolidated balance sheet, although it brings 
detail immediately to hand, seems to suggest that the 


figures would have been clearer had they been: 


presented in a normal double-sided account. 

This much must be said. The Raleigh accounts are 
easier to read this year than last. That obviously was 
the directors’ intention and in that they have been 
successful. 

The accounts cover a memorable period for the 
company. Production and sales, the chairman 
states, created another record, but unfortunately there 
are no figures of turnover given in the report. It is 
apparent, however, that this expansion in business 
was not sufficient to offset increases in costs. Trading 
profits fell by some £150,000 on a comparative basis 
allowing for the forty-nine-week period covered by 
the accounts. Prices had to be raised during the latter 
part of the period. 


Pages of P. & L. 


A reader who desires to be known as ‘Student 
Investor’ considers that the Companies Act does not 
go far enough to guarantee the condition that ‘share- 
holders appoint the auditors to tell them what the 
directors are doing’. 

‘For example,’ he writes, ‘there is no clause in the 
Act which compels a holding company to reveal 
excessive “expenses” transferred from a subsidiary 
(making large losses) to the parent company (making 
a profit). It is suggested that legislation should be 
introduced making it compulsory for the profit and 
loss account of a subsidiary company to be published 


with the profit and loss account of the holding 
company.’ 

‘It should also be made compulsory’, continues ' 
‘Student Investor’, ‘for the auditors to sign the 
accounts of the holding company, the subsidiary 
company, and the consolidated accounts, as showing 
a “true and fair view” of the profits earned during the 
year, or issue a “qualification certificate". At the 
present time, auditors need certify the consolidated 
accounts only, and can ignore the certification of the 
holding company’s profit and loss account, which 
need not be published.’ | 

This procedure, ‘Student Investor’ concludes, 
‘would help the potential shareholder to decide 
whether or not subsidiaries are proving a burden to 
the holding company, and thus enable a member to 
judge if his savings are safe.’ 

Our correspondent may have alighted on a much- 
needed reform, although frankly we must admit a 
feeling that he has rather over-rated its importance. 

But what an awful prospect. Think what the annual 
reports of the multi-subsidiary industrial giants 
would ђе – pages and pages and pages of profit and 
loss account. The cure seems worse than the disease. 


Aire Wool 


The secretary of the Aire Wool Co Ltd points out to 
us that the Aire Wool py is not only made up of 
companies engaged primarily in scouring and comb- 
ing as we implied in ‘Finance and Commerce’ on 
December 27th, but also in wool merchanting and 
top-making. The company was, in fact, the first 
example of a combination of top-making and comb- 
ing companies being formed into a single public 
concern. . 

This fact provides a clearer understanding of the 
reduction from £1,329,661 to £997,929 in stocks 
which the group's accounts showed and, as the 
secretary suggests, these comparatively large amounts 
give strength to the chairman's reference to there 
having been ‘no necessity to encroach on reserves for 
stock adjustment purposes'. 

Lord Barnby, in his statement with the accounts, 
to which we referred last month, followed his remarks 
on the presentation in company accounts of the effect 
of raw material price fluctuations by stating that ‘this 
establishes strong support to those who urge revision 
of taxation practices in regard to taxation of profits 
arising from inventory appreciation. Without reason- 
able accumulation of reserves out of profits,’ he asked, 
‘whence are to come the wherewithal to provide for 
inevitable losses from abnormal falls in market value 
of inventory.’ | 

Money Market 


‘Treasury bill applications on January gth totalled 


£264,230,000 and maintaining the bid at {99 8s 1d 
the market obtained 57 per cent of requirements. 
The average rate was lowered to £2 7s 7-g1d per cent. 
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INDUSTRY AND THE BUDGET 


ARD on the heels of the Memorandum of the Engineering 

Industries Association, to which we made reference last 

week, has come a joint statement prepared by the Federa- 

tion of British Industries and the National Union of Manufac- 
turers, which also has an eye to the coming budget. 

The statement, which is headed "Ihe Economic Position’, 

expresses the conviction that the attainment of permanent 

stability in the balance of oversea payments is primarily depend- 


.ent upon an internal monetary and fiscal policy which will 


encourage the development and efficiency of industry. British 
industry is anxious to discharge the heavy duty of increasing 
exports but expects the Government and the people to recognize 
that ‘certain conditions are essential to any prospect of success’, 

The statement stresses the need for efficiency of production if 
British goods are to survive growing competition for foreign 
markets. То achieve reduction in costs without impairing quality 
a rapid programme of development and re-equipment is required. 
The statement attributes to the financial stringency of the past 
few years the lack of progress made in this direction, particularly 
in the smaller firms. This stringency is attributed in turn.to high 
industrial taxation which leaves industry with insufficient funds 
efficiently to maintain even the existing scale of operations, 
because of the inability to set aside enough to replace fixed assets 
and find the working capital to match the rise in price levels. 

A subsidiary effect of high taxation is also pointed out by the 
statement, namely the discouragement it causes to those who 
might otherwise take risks in establishing new ventures. The 
statement recommends that taxation be reduced for this reason 
also, and not only taxation of profits but also taxation of remunera- 
tion earned by individuals in industry, whatever their status. 

Having put the case for tax reduction, the statement admits that 
this cannot be achieved without a-reduction in national and local 
government expenditure and that there may be difficulty in 
determining where this shall take place. It does not attempt to 
suggest how this delicate problem should be solved but repeats 
that а permanent increase in production and in exports will not 
be achieved until taxation has been materially reduced. 

It can hardly be denied that physical controls, as well as 
financial stringency, have restricted capital expansion and 
development in the past few years. The effect of taxation is still 
being studied by the Royal Commission. Given that a substantial 
reduction of public expenditure is essential, it obviously cannot 
be achieved without drastic changes of policy which the Govern- 
ment may shrink from on political grounds. However, there still 
remains redistribution of taxation as a possibility. 
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LAMENT FOR THE PROFESSIONS | 


social scene, Mr Roy Lewis and Mr ANGUS 
MAUDE have concentrated on the professions. 
Two principal factors, they consider, threaten 
the present strength and standing of the pro- 
fessional classes. The first, briefly, is that they 
are in danger of becoming subservient to the 
State which now employs so many of their 
numbers. The second is that many occupations, 
for long regarded as purely commercial, are 
seeking to improve their status by forming 
themselves into pseudo-professional bodies which 
award diplomas and ‘degrees’. This dilution of 
strength must in the long run cause harm not 
only to the professions proper themselves but 
also to the society which they aspire to serve. 
The authors conclude that the professions, if 
they are to survive, must preserve both their 
quality and their independence undiminished. 
' While few will quarrel with this general con- 
clusion, Messrs Lewis and MAUDE, in arriving 
at it, have made.a number of references to the 
principles and policies of the accountancy pro- 
fession which are gravely inaccurate and which 
call for a complete refutation. For example, on 
page 67 they attribute the breakdown in the 
recent negotiations among professional bodies to 
promote a Public Accounts Bill to: | 
*...the determination of the Institute to maintain 
its exclusiveness and identity, to preserve the full 
marketability of the initials A.C.A. or F.C.A. 
compared with other accountancy designations, 
and to conserve its senior tradition . 
The reference noted for this categorical statement 
is the speech made by the then President of the 
Society of Incorporated. Accountants and 
Auditors at the annual general meeting of the 
Society on May 23rd, 1951, but nowhere in this 
address (reproduced in our issue of June 2nd, 
1951) nor in the extract it contained of a 
statement on the same subject made to members 
of the Institute by the then president at their 
annual general meeting held three weeks earlier 
explaining the exact cause of the breakdown — 
are there grounds for making such an assertion. 
Again, in the same chapter, in putting the 
general case for the registration of accountants, 
the authors state blandly that ‘much of the rest 
1 Professional People. Phoenix House Ltd. 18s. 


T: their latest survey of the middle-class 
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of the profession' (large firms, and 'by the 
nature of their work’, accountants employed on a ` 
salary by large undertakings, are exceptions): 
*. . . interprets Из fiduciary responsibilities to 
clients as consisting in confidential advice on how | 
to wangle income-tax concessions, and turning a 
blind eye to palpable understatements of income. 
Income-tax inspectors consider that the certificates 
of a high proportion of accountants on the returns 
of their clients are no guarantee that these in any 
way comply with the law, though they are some- 
times worded in such a way as to protect the . 
professional reputation of the practitioner.' 
A footnote amplifies this observation by stating | | 
that some accountants merely certify that their 
clients! accounts are in accordance with their 
records; others give a full audit certificate. The . 
authors then add: 


‘There is a world of difference, and the Revenue | 
knows how to take a hint. Many accountants, 
including F.C.A.s, are less fastidious, however.' 
It seems evident from these comments that the 
authors have not considered either the significance 
of the two main classifications of audits — of the 
records of limited companies and of those of 
private firms and individuals - or the auditor's 
quite separate and distinct duties in connection 
with each. In the first of these groups his res- 
ponsibilities are defined by law. In the other they 
are as prescribed by, and agreed with, the client. 
His report accordingly indicates the measure of 
reliance to be placed on the accounts he has 
audited in the light of the work which, either by 
statute or by private arrangement, he has been 
authorized to do. To have censured the profession 
without apparently a proper apprehension of 
these few fundamental facts regarding it, is 
neither responsible criticism nor good taste. 

Finally, the authors’ conclusion (at the top of 
page 114) that the profession has not highly 
developed its code of ethics serves only to 
strengthen the impression that their acquaintance 
with accounting principles and practices is super- 
ficial and that it has been hastily assimilated for. 
the purposes of writing this book. It makes the 
reader wonder whether, despite the impressive 
list of references given at the end of each 
chapter, the characters and functions of the 
other professions considered іп its pages may not | 
similarly have been misinterpreted. 
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XXIX 


EXCESS PROFITS LEVY (CONTINUED) 


Long-term Contracts 
ARAGRAPH 14 of the Fourth Schedule 
р: the Finance Act, 1937, which corresponds 
to paragraph 9 of the Ninth Schedule to 
ће Finance Act, 1952 was enacted at a time when 
;rofits tax was expected to last only five years. 
[n 1942 the profits tax became in effect perm- 
inent and it may be that during the years 1947 
ind onwards paragraph 14 was not applied in 
view of the permanence of the tax. Assuming, 
is we must, that paragraph 14 was not simply 
overlooked when the 1952 Act was drafted, it 
may be that the intention was to give the Inland 
Revenue a second chance to compute the 
standard period profits on a more scientific basis. 
The provisions in question resemble a third 
provision which appeared in the Finance (No. 2) 
Act, 1939, in connection with excess profits tax. 
[t was paragraph 11 of Part I of the Seventh 
Schedule. This was discussed in London & 
National Property Co Ltd v. C.I.R. ([1947] 29 
Т.С. 303; 26 A. T.C. 421) which established that 
the Inland Revenue's discretion must be exercised 
judicially. They cannot exclude the provision 
merely in order to increase the liability. Тће 
question of whether special circumstances exist 
is one of fact, so that if there is no evidence of 
special circumstances the Revenue's direction 
under paragraph 9 is appealable. It is also 
appealable if the Revenue have not exercised 
their discretion judicially. A reasonable apportion- 
ment of profit from a long-term contract would 
presumably not be challenged by the Revenue 
in the ordinary case. See, however, the excess 
profits tax case of Allen Fairhead & Sons Lid v. 
C.I.R. ([1943] 29 T.C. 123; 22 А.Т.С. 9) where 
the taxpayer sought to reopen an n agreed basis of 
computation. 


Attribution of Expenses to Pibjer Periods 


Paragraph 10 of the Ninth Schedule provides 
as follows: 


‘Where a deduction would be allowable in 
computing profits apart from the provisions of 
this paragraph, and the deduction does not repre- 
sent a sum reasonably and properly attributable to 
the accounting period, only such part of the 
deduction shall be allowable as a deduction for 


9 


that period as is reasonably and properly attribut- ` 
able to that period, and any balance of the deduction . 
shall be treated as attributable to such other account- 
ing period or periods (whether or not they include 
or fall wholly or partly within a standard year or 
any chargeable accounting period) as may be 
proper.’ 

Paragraph 10 resembles Section 33 (2) of the 
Finance Act, 1940, which applied for excess 
profits tax. However, Section 33 (2) was to be 
applied only where the Inland Revenue so 
decided, and the taxpayer could appeal to the 


Board of Referees. Paragraph 10 applies in all 


cases and any dispute about it will take the form 
of an ordinary appeal against the assessment. 

What is still not clear is whether expenditure 
incurred entirely outside the levy period, e.g. 
before January 1st, 1947, can be spread into that 
period. On the face of it, the paragraph con- 
templates spreading of expenditure from inside 
to outside an accounts period, where the profit 
of that accounts period has in any case to. be 
computed for levy purposes. However the para- 
graph is obscure. 


Expenditure within Paragraph 10 
Balancing allowances and charges are to be 
ignored (paragraph 6) so that they cannot give 
rise to paragraph xo adjustments. It may well be | 
that the Inland Revenue will seek to spread 


‘backwards the obsolescence allowances where 


these have been granted as a result of an option 
exercised under Section 18 (2) of the Income 
Tax Act, 1945, or Section 296 (2) of the Income 
Tax Act, 1952. In view of the detailed provisions 
in paragraph 3 governing initial allowances, 
paragraph о is unlikely to be applied to them. 
If the practice on excess profits tax is a guide, 
lump sums paid to departing employees, in 
respect of compensation for loss of office or 
commutation of pensions, will be spread forwards 
not backwards, provided they are sufficiently 
large. 

‘Back service payments’ in respect of super- 
annuation schemes are dealt with separately by 
paragraph 11. 


Paragraph 11: ‘Back Service’ Payments | 
Paragraph 11 (1) prohibits the deduction of any 
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payment for back service under ‘arrangements’ 
for the provision of benefits for persons employed 
or to be employed in the company’s business: 
This is so whatever the form the payment takes 
and whether the back service was rendered to 
the company making the payment or not. This 
latter provision will obviously cause hardship 
where the company has induced a person to 
enter its service by promising to make up the 
pension rights which he renounces by leaving 
his existing employers. Paragraph 11 (1) repeats 
almost word for word Section 23 (1) of the 
Finance Act, 1943, which applied for excess 
profits tax, but that section also contained 
provisos giving the taxpayer an option to spread 
the payment. The main target of this prohibition 


is of course the company which decides to set 


up а superannuation scheme for its existing 
employees, and allows their previous service to 
count towards benefit so that the company’s 
contribution to the scheme is thereby increased. 


Very many such schemes have been started 
since the close of the standard period. A lump 
sum paid at the inception of the scheme would 
probably be disallowed in any case, as capital, 
under the principle established by Atherton v. 
British Insulated and Helsby Cables Ltd ([1926] 
то T.C. 155; 5 A. T.C. 47). However, the back 
service payment may be made by periodical sums 
as happened in C.I.R. v. Cravens Railway Carriage 
and Wagon Co Ltd ([1951] 3o A. T.C. 361). In the 
latter case the company eventually commuted the 
periodical payments by a lump sum and success- 
fully claimed its deduction for income-tax 
purposes, In the case of a superannuation fund 
approved by the Inland Revenue, spreading of a 
lump sum may be allowed for income-tax 


purposes. 


Meaning of 'Back Service' 


Service rendered before the arrangements are 
made, or before they began to apply to the person 
rendering that service, is back service (paragraph 
11 (2)). А payment is for back service if it is so 
expressed or if the resulting benefits will be 
calculated by reference to back service or are in 
recognition of back service (paragraph 11 (3)). 
However, where the payment is only partly for 
back service it is to be apportioned (proviso (1)). 
In deciding whether benefits are for back 


. Service, all relevant facts are to be taken into p 
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consideration and the statements of the parties 
are not to be taken as conclusive even if they are 
embodied in the arrangements (proviso (ii)). 
Any modification of the arrangements is to be 
treated as a separate scheme and payments under 
it are to be apportioned accordingly (paragraph 
n (9) 

Definitions in Paragraph 11 
Paragraph 11 (5) deals with the meanings of 
‘benefit’ and ‘service’ for the. purpose of the 
paragraph. ‘Benefit’ means any periodical or 
lump sum payment payable at a future date 
(whether before, at or after retirement), whether 
to the person concerned or to his spouse, children, 
relations or dependants, and ‘children’ includes 
adopted and illegitimate children. Payments 
made direct to the employee himself, or to his 
dependants, even though in respect of past service, 
are not back service payments within paragraph | 
11 since they are not payable at a future date. 
А director or a person employed in managing the 
company is deemed to be employed and 'service' 
is construed accordingly. 

Paragraph 11 (6) makes it clear that, in relation 
to payments which are not back service payments, 
the paragraph does not affect paragraph 10 
(spreading of expenses), nor does it affect the 
income-tax provisions dealing with the exemp- 
tion of superannuation funds. 

Paragraph 11 may be expected in the nature of 
things to increase the yield of excess profits 
levy, but its justification, on grounds either of 
equity or expediency, is doubtful. There are 
already wide powers to assess employees them- 
selves in respect of the value of contributions to 
their future retirement benefits. "Го disallow such 
contributions for levy purposes means double 
taxation, even if it were conceded that it is a 
bad thing to provide for an employee's old age. 
Moreover, although it is easy to pass legislation 
providing for the close scrutiny of pension 
schemes to find out whether some of the ex- 
penditure is for back service, the highly complex 
and varied nature of such schemes makes one 
doubt whether the Inland Revenue have nearly 
enough staff competent to carry out this work — 
work which would be more suitable for an actuary. 
If such staff is available, it could be more profit- 
ably engaged otherwise, for instance in detecting 
evasion. 


(To be continued.) 
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EARNINGS YIELDS ON ORDINARY SHARES 


by G. W. SCARLETT, A.C.A., A.M.LLA. 


yard-stick to enable the record of one com- 
pany to be conveniently compared with 
another. It is, therefore, very essential that the 
yard-stick should be calculated on a consistent 
basis. Examination of е methods used by various 
organizations reveals a somewhat surprising lack 
of uniformity in their approach to this subject. 
This is due, in no small measure, to the com- 
plexities of our taxation laws which have given 
rise to divergent interpretations as to the purpose 
and, indeed, the meaning of earnings yields. 
There are some who contend that the sole pur- 
pose of an earnings yield is to show how much a 
company can pay to shareholders if it ‘scrapes the 
barrel’ of the year’s profits. Others, for their par- 
ticular purposes, regard an earnings yield as a 
means of assessing the efficiency of a company 
and sometimes its capital worth, by relating the 
profit earned to the capital. 


pss yields are often used as a 


The Need for a Consistent Basis 
It is not the writer's intention in this article to set 
himself the task of proving that one method is 
right or that another is wrong, but rather to 
discuss the basic principles underlyitg the 
methods generally used, and to show that 
materially different results can be obtained from 


the use of alternative methods even though they 


are based on the same data. 

A proper understanding of these basic prin- 
ciples and an appreciation of the- limitations 
inherent in the various methods should lead to 





£ 
(1) Share Capital: Ordinary shares of Is .. 100,000 
(2) Profits before tax: T ended penes 30tb, 
1952 y 50,000 
(3) Taxation 
Profits tax (including 20 per 
cent on Popod 9 
dividend) £7,625 
cess profits levy. “(excess | 
profits levy standard £30,000) 3,000 
Income-tax (reduced by tax on 
initial allowances of £15,000) 14,012 
24,637 
(4) са Dividend: 15 E cent less tax 
95 6d . 7,875 
G) Profits retained 17,488 


Nore. – It has been ee that the Inland Revenue 
wear and tear allowances for income-tax, profits tax, 
and excess profits levy were the same as the amount 
charged for depreciation in the accounts and that only 
the income-tax assessment was affected by the initial 
allowances mentioned in the example. 


a better evaluation of their practical worth. It is 
all-important to know the basis of computation 
when, for éxample, we are told that the earnings 
yield on A. company's г ordinary shares is 20 per 
cent. 

== Method in Popular Use 
The problem then is to ascertain the profit on 
which our earnings yield calculation should be 
made, and it is proposed to use the data, shown in 
column one, throughout this article to illustrate 
the various methods of computing this profit. 
А method often used when computing earnings 
yields as a guide for investors, is to gross up at 
gs 6d in the £ the published figure of profit after 
tax. In the above example the profit after tax is 
£25,363, which amount grossed up at gs 6d in the 
£ gives a figure of £48,310, equivalent to an 
earnings yield of 48:3 per cent. If allowance is 
made for the profits.tax which would be attracted 
on full distribution, i.e. ‘scraping the barrel’, this 
figure is reduced by 8/29ths, leaving £34,983, 
representing an earnings yield of 35 per cent. 

The basic intention of this method is to arrive 
at a figure of profit after excess profits levy and 
profits tax, but before income-tax and, at the same 
time, to take into account disallowable revenue 
charges and other differences between the profits 
as shown by the accounts and those computed 
for tax purposes which affect the charge for tax. 

It follows, therefore, that any items, e.g. initial 
allowatices, which reduce the taxation charge, 
will have the effect of increasing the earnings 
yield and vice versa. This method purposes to 


give a yield after taking into account the taxation 


regulations and rates operating during the financial 
year covered by the accounts. 


In the above example, for the year ended 
June 30th, 1952, profits tax is chargeable at two 
different rates, excess profits levy is charged for 

a half-year only, and initial allowances are claimed 
in respect of purchases up to April sth, 1952. The 
earnings yield for the financial year to June 1953, 
on the same profits, will therefore be substan- 
tially different. 

Alternative Method 
Assuming that information regarding the com- 
pany's excess profits levy standard is available 
and ignoring variations between the accounting 
and taxable profits, the earnings yield based on 
the profits to June 30th, 1952, after deducting taxa- 
tion at current rates, would be calculated as follows: 
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£ £ 
Profits before Tax a 50,000 
Deduct: 
Profits tax at 24 per cent 1,250 
Profits tax — 20 per cent on gross 
dividend .. $,000 
Excess profits levy (on ‘assumed 
standard of £30,000) . 6,000 
Income-tax at 9s 6d in £ о оп 
£50,000 . . 23,750 
- 34,000 
Adjusted profits after tax £16,000 
Grossed up at 9s бат £ £30,476 


"This is equivalent to an earnings yield of 30:5 per 
cent. 
- On this basis the proposed dividend of 15 per 
cent is covered twice. This does not mean, how- 
ever, that the company could pay a dividend of 
30.per cent as the provision for tax includes only 
profits tax at 20 per cent on a 15 per cent dividend. 
: Alternatively, this computation can be pre- 
sented in the following manner, which illustrates 
more clearly the effective cost of dividends: 


Profits before tax 50,000 
Deduct: 
2% per cent profits tax and excess profits 
levy grossed up at 9s 6d in £.. 13,810 





Profite available for ordinary dividend sdb 
. ject to profits tax on any dividend declared £36,190 
This represents an earnings yield of 36:2 per cent 
A dividend of 15 per cent gives rise : 
to a grossed up distribution PME. 


of .. . . 57 » 
Leaving available to cover a 15 per i 


‘cent dividend 30:5 per cent 





The main disadvantage of the method illus- 
trated above is that it does not take into account 
the differences between the accounting and tax- 
able profits in so far as they affect the charge for 
excess profits. levy, profits tax and income-tax. 
These differences can materially increase ог 
decrease the profits. available for distribution. 

In this connection Í have two examples par- 
ticularly in mind: one of a company which has 
acquired fixed: assets at values in excess of those 
on which it will obtain capital allowances; and the 
other of a company making profits which has 
substantial losses available for carry forward. 


: Effective Cost of Dividends 
‘Readers may be interested in the following table 
which shows the effective cost of a few stated 
‘dividends with profits tax at 20. per cent on the 
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distribution and income-tax at gs 6d in the £. It 
wil be appreciated that profits tax must. be 


. grossed up at the current income-tax rate as this 


is riot now an allowable charge in computing the 
income-tax liability: 


Gross equivalent 
Rate of gross of 20 per cent Total cost of 
dividend profits tax dividend 
5 per cent 1:90 6:90 
о ,, 3:81 13:81 
25 » 9:52 34:52 
75 » 28:57 103557 


Information in Prospectuses 


A company prospectus usually refrains from 
giving an earnings yield, but employs the 
principles illustrated in the latter half of this 
article to indicate the amount likely to be avail- 
able for future dividends. 

In the statement of future prospects there is 
deducted from an estimate of profit (which may 
be based on an average of previous years) income- 
tax at gs 6d, profits tax at 24 per cent, and any 
prior dividends net, plus 20 per cent profits tax 
on the gross amount of the prior dividends. "Еће 
statement then goes on to зау that £x would be 
available for (a) distribution to ordinary share- 
holders; (b) profits tax on any ordinary dividend 
declared; and (c) transfer to free reserves. 

In some cases there follows a statement that 
an ordinary dividend of, say, 15 per cent would 
absorb ќу including profits tax on the dividend. 


Conclusion 


This. article has only attempted to indicate that 
there are different methods of computing earnings 
yields; those who have to make use of them must 
choose the method most suitable to the particular 
needs of the occasion. The investing, public have 
of necessity to rely on information available in 
the company’s published accounts and the in- 
formation may not always be sufficient to епађје 
the yield to be calculated on the basis of the 
‘alternative’ method described above. Professional 
advisors to the institutional investor and the 
private investor will normally use this method, 
with perhaps some variations, although at times 
there is an inclination to avoid the use of earnings 
yields altogether. 

The results obtained from the use of different 
methods -can, -as already .pointed out, vary 
materially in some cases and: if a comparison is 
being made between one company and another 
it is most necessary to make sure that the earnings 
yield has been calculated on the same basis in 
each case. 
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PRODUCTION COSTS | 


by ANDREW MILLER, J.P., F.C.W.A. 


HE very interesting paper entitled "The 

Accountant in Industry’, by Mr F. R. М. 

de Paula, C.B.E., F.C.A., presented at the 
recent Sixth International Congress on Account- 
ing, London, contains frequent references to the 
accountant's need of engineering or production 
knowledge, and the valuable help obtainable 
from ‘the shop floor up to the chief executive'.! 
In his final summary, "The main purposes of 
management accounting', Mr de Paula asks under 
(c) 4: 

‘Is it necessary for accountants taking up this 
technique to have a working knowledge of engin- 
eering? If so, how should that knowledge be 
obtained?’ 


Extensive Technical Industries 

This is a significant question, particularly as the 
production costs covered by the paper are con- 
fined to standard costs and production budgets, 
which are of necessity usually limited to mass 
production of departmental or process products, 
with only a few varieties of materials used or 
labour classes employed. Standard costs and 
budgetary control are of limited use for account- 
ing extensively detailed job or order costs, which 
are essential for the most important technical 
industries on which this country largely depends, 
and in which it occupies the first rank. 

Production in these industries is almost entirely 
accounted as contracts, or job or order costs; 
and all such production contracts are usually 
very valuable. These contract production costs 
are interlocked individually with finance accounts, 
by a factory ledger. 
_ A short list of such industries is: shipbuilding, 
production of engines and boilers (marine and 
land), generating electrical power equipment, 
locomotives, bridges, transport equipment, 
machine tools, steel works, foundries (ferrous 
and non-ferrous), etc. 


Reliable Cost Estimates 
Accountants outside these industries do not 
always realize the full value of reliable production 
costs, as a sure basis for future cost estimates 
under varying market conditions, when new con- 
tracts are scarce and competition to obtain them 
is keen. When all necessary production cost par- 





1 Mr de Paula’s paper is reproduced in The Accountant, 
of July 19th and 26th, 1952. 


ticulars - such as weights or quantities of the 
various materials used, operative hours or actual 
earnings of productive labour used, and estimated 
current oncost rates — are classified technically, 
the basis is available for prompt and accurate 
production cost estimates. 

When production costs were low, and orders 
scarce, some British shipbuilders, to maintain 
employment, proceeded to build what were 
practically standard cargo ships to a definite part- 
completed stage. These uncompleted ships were 
thus partly built at known cost, and when 
completed later on purchase, were supplied 


quickly at prices favourable to builders and 


owners, because of previous accurate production 
costs. 

Similar; builders of marine engines and 
boilers, budgeted their yearly output on an I.H.P. 
(Indicated Horse Power) basis. Possessing pre- 
vious reliable production costs, they thus 
obtained orders for one full year's output, with 
a known margin for profit. 


Necessary Technical Details 


Many years ago builders of marine engines and 
boilers realized the importance of technical 
details in production cost records, for materials 
used as well as classes of labour employed. In 
view of Mr de Paula's question, it is interesting 
to recall their foresight in the revision of their 
production cost accounting, which is not known 
to be excelled elsewhere. 

The technical details, essential for accurate 
production costs in similar industries, usually 
devised and approved by accounting and pro- 
duction officials, do enable quick and accurate 
estimates to be obtained for possible new con- 
tracts, under .current market conditions. 'l'his 
applies not only to complete contracts, but also 
to -part equipment which may be required 
urgently for repairs. The basic details which are 
always available from current production costs 
are the material costs, and the various productivé 
labour hours, for all important parts. These рго- 


-ductive costs are estimated on the current material 


purchase costs and the current operative labour 
cost, as well as the oncost involved. 


Premium Bonus Hours Allowed | 
Apart from production piecework labour rates, 


. Which have long been operative for various 
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products, it is not always recognized that the 
premium bonus production hours allowed were 


the earliest application of standard labour cost . 


inaugurated in this country. The writer con- 


tributed an article to The Accountant of Sep-. 


tember 19th and 26th, 1925, on-the different 
premium bonus systems operated in this country 
since 1898, and on various American systems.! 
Effcient operation of approved premium 
bonus methods provides the particulars referred 
to by Mr de Paula in his paper, under the sub- 
heading "The main requirements of top manage- 
ment', an excerpt from which reads: 
‘Furthermore, at every level of management, 
from the shop floor up to the chief executive, 


there must be available the necessary information: 
to enable each part of the ереганова to be con- . 


trolled.’ - 

A daily job xucent which. can be pro- 
duced, operated from the introduction of a 
premium bonus system in 1898, showing various 
machine tools by classes, identified individually 
by their machine number, and showing also 
Y for each machine: time allowed for work 

in progress; time taken to previous evening at 
stopping time; number of articles or pieces in 


time allowed, and the previous time record fora | 


similar job or work. 


Essential 'Technical Knowledge 

All the material and labour requirements for the 
essential production costs are thus covered by 
the divisional and sectional arrangements, as 
already outlined. Consideration of the practical 
knowledge of the product and production methods 
required by the accountant to obtain accurate 
costs, recalls Mr de Paula's question: 

~ “Js it necessary for accountants taking up this 

technique to have a 3 knowledge of en- 

gineering?” 

The answer to the question is in the affirmative, 
and while a knowledge of engineering is always 
valuable for production cost accounting, the 
need generally is for a complete knowledge of 
the product, and the relative production methods 
— whether simple or complex ~ and to know what 
labour and materials are essential or incidental 
to production. 

This essential knowledge із more readily 
obtained where the product is mass-produced 
although varying in size, and is exemplified by 
considering production costs of wood packing 





ы Particulars of some of these are included in the Ministry 
of Labour and National Service, Wage Incentive Schemes, 
Industrial Relations Handbook, Supplement Мо. 4. ` 
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boxes, made in differing quantities all over the 


- country. 


A Scottish factory, which also has a saw-mill, 
has probably produced over 20,000 weekly 
since the first decade of this century. Although 
various sizes are made, for various contents and 
weights and various trades, the constituent parts, 
all usually of white pine, are generally, two 
sides, a top and a bottom, and two ends, with 
the necessary fitting and packing sticks required. 
These are made usually from 3-inch thick deals 
imported from Canada and Scandinavia, subse- 
quently вауп in a mill to boards of required 
thickness, and are completed with the necessary 
27-gauge hoop steel for binding, with the required 


wire nails. 


Accurate Estimates Obtainable 
Apart from having accurate costs allied to the 
essential technical divisions of the product, there 
is a further value in efficient accounting. Having 
recorded the weights and/or quantities of pro- 
ductive materials and labour-hours used for the 
various technical sections of the complete product, 
accurate estimates are readily obtained for part 
and/or complete possible repeat orders, under 
different market values. 
Confirmation of the need for this technical 
knowledge of the product and production 
methods, is given by the requirements of certain 
employers as disclosed by a recent advertisement 
in a daily newspaper. The advertisement reads: 
‘Accountancy. Apprenticeships with large . . 
um perc for four years' training in accountancy 
statistics with opportunity to acquire profes- 
sional degree. Higher leaving certificate Pequired 
in English and Mathematics. 


Production Plant Knowledge 
Furthermore, the reference to ‘the shop floor’, 
already quoted from Mr de Paula's paper, does 
truly indicate that the practical cost accountant, 
apart from understanding what transpires there 
respecting costs, should have general knowledge 
concerning the essential production plant. 

Production apprenticeships are sometimes 
served for five years, in different production 
departments, by those who later study to qualify 
as members of one of the bodies of professional 
accountants; and particularly in Scotland, those 
thus qualified have proved efficient and successful 
production cost accountants. They have thus 
answered Mr de Paula's question and proved the 
necessity for complete technical knowledge of 
tbe product and production methods, to ensure 
accurate, efficient and prompt production costs. 
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STANDARD COST ACCOUNTING 
SOME THEORIES AND THEIR APPLICATION 
77 by J. S. BRYANT, А.А.С.С.А. 


books on the theories of standard cost 

accounting have been published, there is 
very little published literature, in this country at 
least, dealing with the many problems that arise 
when the attempt is made to apply these theories 
in practice. That fact is taken as justification for 
this article, which is an endeavour to record some 
reflections which have developed out of experi- 
ence gained in the process of installing and 


pore a number of excellent text- 


operating a system of standard costs.and budget- . 


ary control similar to that described in the 
booklet, Developments in Cost Accounting, issued 
by The Institute of Chartered Accountants in 
England and Wales.! 

There is no intention to claim that any of the 
views expressed herein are authoritative, but 
they may at least serve to stimulate thought, and 
might even prove of sufficient interest to provoke 
criticism, in which event this article will have 
served its purpose. 

The particular theories to be considered are 
thóse relating to the standard hour, and standard 
costs and variances. 


THE STANDARD HOUR 

The Institute's booklet defines a standard hour 
as ‘the amount of work . . . which it is estimated 
should be produced in one clock hour’. Practical 
experience indicates that when the student of 
theory reads that definition, accurate though it 
is, he must be on his guard to avoid acquiring a 
wrong conception of the meaning of the term. 

The inclusion of the word ‘hour’ in the term 
‘standard hour’ introduces to the mind. the 
thought of time, and this is reinforced by the 
statement in the Institute's booklet that, by 
adopting the standard hour as a scale of measure- 
ment, ‘all work done in any stage of manufacture 
can be reduced to a common denominator of 
time’. The use of such expressions as these may 
cause the student to place undue emphasis on 
the idea of time in his conception of the nature 
of the standard hour, and so lead him into 
arriving at a number of false conclusions. 


A Quantity of Work 
A standard hour is a quantity of work. The 
! Gee & Co (Publishers) Ltd, London. 8s 6d net. 


precise amount of work denoted by the term is 
influenced by the clock hour, and, for that 
reason the standard hour may also be understood 
as the time allowed to do a certain amount of 
work, but it is not identical with the clock hour, 
neither is it a measure of a definite period of time 
as is the clock hour. It depends not only on time, 
but also upon something else concerning which 
our definition is silent, i.e. the identity of the 
worker who is expected to produce the amount 
of work. So long as that factor is an unknown 
quantity our definition is incomplete. 

The dictionary defines a standard as ‘that 
which is established as a rule, or model'. In view 
of this definition it might seem that we should 
accept the standard hour as the amount of work 
to be expected from every worker. But we know, 
in fact, that any and every worker cannot be 
expected to produce the same amount of work 
in a given time. We know, moreover, that the 
precise amount of work that should be produced 
in a clock hour cannot be estimated without 
having in mind the probable productivity of a 
particular worker or group of workers. If the 
estimator has in mind the least efficient worker 
or even what is termed the 'average worker', his 
estimate could not properly be understood as 
the model to which any and every worker is 
expected to conform. On the other hand, it 
could be the rule by which every worker's output 
is to be measured and that, precisely, is one of the 
functions of the standard hour; it is the rule or 
yard-stick for measuring productive efficiency. 


Measure of a Worker's Efficiency 


The standard hour operates as a measure of a 
worker’s efficiency by a comparison of the 
amount of work he produces in one clock hour 
with the amount of work represented by the 
standard hour. If a particular worker produces 
three-quarters of the work represented by the 
standard hour his efficiency ratio will be 75 per 
cent, but what does this mean? Does it mean that 
he is a poor grade of worker? Or if his ratio is 
150 per cent is he a worker of an exceptionally 
high grade? The answer to these questions 
depends entirely upon the level at which the 
standard has been set and the word ‘standard’ 
here means not the standard amount of work, 
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but the ‘standard worker’, ie. the grade of 
worker whose capabilities form the basis for the 
estimate of the amount of work which should be 
produced. If this standard is set at a very high 
level, then a worker with an efficiency of 75 per 
cent may well be above the average and, con- 
versely, if the standard is low, an efficiency ratio 
of 150 per cent may be no more than normal. 
It is clear, then, that the grade of worker 
selected as the standard determines not only the 
precise amount of work represented by the 
standard hour, but also the construction that 
should be placed on the figures resulting from 
the use of the standard hour as a unit of output. 
Unless this is clearly understood it is impossible 
to have a true conception of the nature of the 
standard hour. The term ‘standard hour’ may 
now, therefore, be defined as ‘an amount of 
work which it is estimated should be produced by 
a worker of the standard grade in one clock hour’. 
“The fact that the amount of work which 
should. be produced in a given time is also 
influenced by working conditions, should be 
mentioned in passing. It is not material to the 
present рсн but must not be overlooked. 


Standard Grade of Worker 
The question now arises as to what is the 
standard grade of worker. 

‘Time-study authorities commonly fix their 
standards on the amount of work expected from 
а worker paid at day-work rates, ie. a worker 
paid according to the number of clock-hours he 
is employed without reference to the amount of 
work done. They apply to each ‘study’ a rating 
factor determined by their assessment of the 
operator’s capabilities and this factor converts 
the observed: time of each study to a common 
denominator, that denominator being the time 
that would have to be allowed for the completion 
of the job by a 'day-worker' who is rated at бо. 
It is claimed, on the other hand, that experience 
indicates that the majority of workers in receipt 
of incentive payment can be rated at about 80. 
Time-study standards are set, therefore, at a 
level below the capacity of the majority of 
workers. 

Agreements between the trade unions and 
employers in the engineering industry require 
piece-work to be such that the man of average 
ability can earn at least 45 per cent more than he 
would do if paid day-work rates. Consequently, 
some standard times in the industry are set to 
allow at least 45 per cent more time for the job 
than is required by the inajority of workers. 
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On the other hand, some exponents of standard 
cost theories consider that all standards should 
represent the ideal and, if that opinion is accepted, 
the standard hour may be based on the amount 
of work expected from the most efficient worker, 
ánd will therefore be above the level of the 
majority. 

The 'Man of Average Ability' 

Another alternative grade of labour which 
might: be considered suitable for selection as the 
standard is the grade of the 80 rating of the time- . 
study engineers; the ‘man of average ability’ 
referred to in the engineering industry wage 
agreements. This grade is, in fact, frequently 
used as the basis for forecasting the production 
normal, although the standard hour is based on 
the lower grade of the day-worker. This practice 
recognizes, very properly, that although the 
standard hour based on the day-worker grade of 
labour may function satisfactorily, it would be 
wrong to forecast the expected output of such 
standard hours on the assumption that all workers 
are of the- day-worker's grade. Such a forecast 
would obviously amount to something less than 
would at any time be achieved in fact, unless all 
the workers in the establishment were of the lower 
grade of productivity, which is unlikely. 

It appears, then, that the grade of labour most 
commonly selected as the standard is that of the 
day-worker, a grade normally considered as thé 
least productive because it has по monetary 
incentive to effort. But the general use of this 
grade as the standard does not necessarily prove 
it to be the most suitable. We have seen that 
there are alternatives and it will be profitable to 
consider which has the greatest merit. To do this 
it is first necessary to decide what particular cost 
information is affected by the choice of labour 
to be classed as standard and what considera- 
tions should govern any decision affecting the 
nature of such information. . 

The basis of the standard hour itself and the 
measurement of efficiency have already been con- 
sidered. Reference has also been made to the fact 
that the productive capacity of a particular grade 
of labour is usually taken as a basis when fore- 
casting the number of standard hours expected 
to be produced when working at the 100 per cent 
level of activity, that is, when setting the produc- 
tion ‘normal’. The labour grade selected for this 


purpose may be the same as that upon which the 


standard hour is based, but it may be some other 
grade and should be, if standard hours are 
assessed on some basis other than that of the. 
probable output of the “majority of workers. 
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From this budgeted normal, and the monetary 
budgets for labour and overheads, the standard 
costing rates are calculated for each cost centre. 
These rates, applied to the standard hours 
allowed for each job, provide the direct labour 
and overheads cost in standard product costs. 
The production normal is also the datum line 
with which is compared the amount of work 
actually produced, as measured in standard 
hours, and from this comparison an ‘activity’ 
ratio is obtained. 


Cost Information 
The particular types of cost information with 
which this discussion is concerned are, therefore: 


(1) The production normal. 

(2) Standard costing rates. 

(3) Standard product costs. . 
| (4) Activity and efficiency ratios. 

Some of these are standards, others are the 
| result of applying standards to: the measurement 
of actual achievement. To the statistically minded 
the basis chosen for developing a standard is not 
of supreme importance; to such it is sufficient 
to know what that basis is, and from this to be 
able to interpret the resulting statistics. But cost 
information is not presented to statisticians; it is 
intended primarily to serve production execu- 
tives, to assist them to control costs. Effective 
cost control demands prompt action, and cost 
information will therefore fail to achieve its 
purpose if it requires highly-skilled interpretation 
to disclose the facts. regarding those matters 
which require attention; it will fail not only by 
causing action to be delayed, even if the necessary 
skill is present, but also by inducing a lack of 
interest in its use. Cost information must there- 
fore be capable of being readily understood. It 
must also be realistic and convincing, because 
production executives expect a statement or figure 
to mean what it appears to mean, and any attempt 
to explain why it does not mean precisely that, is 
likely to make them sceptical of information 
emanating from the accounting department. 


A Simple Example 
Perhaps the best way to determine the most 
suitable basis for ensuring that the standard 
hour, and all other standards and resulting 
measurements derived from it, do satisfy these 
requirements, is to consider the application of 
alternative bases to a simple example. Assume, 
therefore, that budgets are to be set for a cost 
centre engaged solely in producing a complete 
article not requiring any other process; other 
assumptions being (1) budgets for direct labour 
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and for direct and general expense amount, in 
the aggregate, to £48 per clock hour; (2) the 
cost centre employs eight men whose normal 
production output per clock-hour is: 


. Output 
fer man Total output  - 
No. of per clock per clock Time taken 
Group теп hour hour per piece 
I- I IO pieces 10 pieces 6 minutes 
2 5. 6 » 39 ” 10 » 
3 2. 4 ” n 15 » 
8 men 48 pieces 


(3) actual costs amount to £48 per clock hour. 

The actual production normally achieved is, 
therefore, 48 pieces per clock hour, and the 
average amount actually expended on each piece 


is £1. 


., А comparative table incorporating this data and 


showing the results of applying each of the sugges- 
ted alternative bases is given in Table I overleaf. 

Commenting generally on these examples, it 
may be said that: r 

(i) A normal which indicates the expectation 
of an output of one standard hour for every 
actual hour of practical capacity, has the advant- 
age of simplicity, and is capable of being under- 
stood without the need for explanations. 

(ii) Costing rates tend to be regarded as mere 
factors for converting standard hours into 
standard cost. That is the purpose for which they 
are primarily intended, but they are also very 
likely to be quoted as an indication of the hourly 
cost of operating each cost centre. If used in this 
sense as a basis for estimates or for comparison 
of ‘own make’ costs with ‘bought-out’ quotations, 
they may be dangerously misleading if they have 
no relationship to reality. 

(iii) Standard product costs that are consider- 
ably higher or lower than any cost likely to be 
actually achieved may, it is true, be adjusted to 
approximate actual costs by the application of 
variance ratios, but such standard costs would 
serve little practical purpose. 

(iv) As to activity and efficiency ratios, it is: 
sometimes argued that providing it is known what: 
roo per cent represents, the level actually adopted 
as this 'normal' is not important, since any 
report of actual results in terms of a ratio to. 
that level is easily understood as indicating 
whether such results have equalled the standard, 
or the extent to which they have exceeded it, or 
fallen short. This again is the statistician's point. 
of view. The production executive is more likely: 
to expect 100 per cent to mean what the phrase 
*one hundred per cent' usually does mean to the 
layman, namely, 'equal to expectations'. If thé 
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TABLE I 


Formula: Е К 
Let A = Standard time allowed per piece. 
B = Actual time per piece. 
С = Number of men employed. 


D = Normal actual production, i.e. 48 pieces per hour. 
Note. – The production normal is, in practice, influenced by the number of clock hours of available capacity, but for 
the purpose of this table it is confined to the standard hours expected per clock hour. 














(х) Standard hours (ie. time 
allowed) and normal (i.e. expected 
output according to anticipated 
actual time per piece), both bad 
-on time taken by: ' 
@ Group No. 1 
Б) Group Мо. 3 


(2) Normal output expectation 
on time taken by labour 

group Мо. 2, but standard hours 
$ on time taken by: Я 





а) Group Мо. 1 Е Е 4+ 
b) Group No. a M v 8 
с) Group No. 3 .. T 12 4 


standard hour is based on the output of the day- 
worker while the capacity of the majority of 
"Workers in a cost centre is known to be 50 per 
cent higher, an efficiency ratio of rgo per cent 
for that cost centre cannot properly be under- 
stood as indicating that efficiency is 150 per cent. 
higher than was expected. 


Consider, now, each of the five examples іп 


'Table I, and it will be seen that only example 
No. 2 (b) fully satisfies all the conditions sug- 

gested here as governing the correct presentation 
` of cost information. Example Мо. 2 (c) represents 
the basis commonly employed in practice, but 
it is nevertheless subject to the criticism contained 
in the foregoing general comments, on all points, 
with the exception of those relating to standard 
products costs and activity ratio. 

If these views be accepted it follows that the 
` grade of labour to be considered the standard, 
for all purposes of standard cost accounting, is 
that of the ‘man of average ability '- the time-study 
engineers 8o rating — that is to say the grade of the 
majority of workers, whatever the label by which 
they are classified. The term ‘standard hour’ may 
then be defined as ‘the amount of work... 
which it is estimated should be produced, in one 
clock hour, by a worker whose productive 
capacity is equal to that of the majority’. 


STANDARD COSTS AND VARIANCES 
A common difficulty experienced Бу many to 








Activity ratio. Бабе ratio 
($* 100) 


ormal production 















$i 


£1 


whom the idea of standard costing is introduced, 
is their inability to see how a method relying on 
standards can be applied to the many varied 
conditions that are to be found in practice. 

How often has standard costing been opposed 
on the grounds that it is only applicable to the ` 
mass-production type of industry, and cannot be 
adopted in non-repetitive jobbing undertakings 
because they have no ‘standard products’? 

There are even some supporters of standard 
costing who have embarked on the task of intro- 
ducing the method and have become doubtful - 
as to the correct applications of the theory when 
they find that actual conditions do not appear 
to conform strictly to all the assumptions upon 
which the budgets were based, as, for example, 


_ where output is found to include products other 
- than those itemized in the original sales forecast, 


or for which there are no predetermined tech- 
nical standards. 


Basic Idea underlying ‘Standard Costs’ 
In the observations that follow it is the intention 
to argue that there is a basic idea underlying the 
term ‘standard costs’, and to demonstrate that 
failure to appreciate the fundamental meaning 
of the term is the cause of many of the problems 
that arise when standard costing principles have 
to be applied in practice. | 

There is а tendency to think of the word ‘costs’ 
as referring solely to costs of products. It is this- 
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thought that prompts the objection that standard 
costing cannot be applied when products are 


non-repetitive, and which creates problems re-. 


garding the application of standard cost principles 
to the costing of new products and products for 
which there are no recorded technical standards. 
This preoccupation with the thought of product 
costs is not surprising however, since product 
costs are the costs with which those with no 
experience of standard costing are most familiar. 
But standard costing is not primarily concerned 
with product costs, and therein lies the essential 
difference between the new method and the old. 

But what standard costs are there, other than 
product costs? The answer is that the budgeted 
direct labour normal costs are the standard costs 
of direct labour, and the budget amounts for each 
item of expense are the standard costs of these 
expenses, for output at roo per cent activity. 
It must be agreed that they are, and that they are 
described as such in operating statements, but 
the assertion that these are the standard cost of 
output at 100 per cent activity does not mean 
that they are the standard costs of any particular 
products; they are the standard cost of a number 
of standard hours, і.е. of the standard hours 
representing the production ‘normal’, and their 
assessment does not depend upon any product. 
The fact. that budgets may have been set in 
relation to a sales forecast does not imply that 
they are the standard cost of the products itemized 
in that forecast, which is only a means of estimat- 
ing the number of standard hours which can be 
accepted as representing the amount of work to 
be expected at ‘normal’ activity. That а sales 
forecast is not essential, since the estimate of 
‘normal’ may be based on practical ‘capacity, 
without reference to any products, should be 
sufficient to dispel the idea that the budgets, of 
themselves, predetermine the cost of any 
products. 

If it is agreed that the budgeted cost of direct 
labour, and direct and general expense, is the 
standard cost of the number of standard hours 
representing the ‘normal’, it follows that the 
cost of each of these standard hours is a standard 
cost, i.e. that the standard costing rates for each 
cost centre are standard costs. If that is conceded 
it is not difficult to see that the standard unit 
prices established for each kind of material used 
are also the standard costs of each unit of 
material. Further than that we cannot go in any 
analysis of the meaning of the term ‘standard 
cost’, and we may conclude that the basic stand- 
ard costs, upon which rests the whole structure of 


~ Directly related to, or de- 
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` the standard costing method, are the standard 


costing rates and material unit prices. 


Standard Product Cost 

This question. of the essential meaning of 
‘standard costs’ may be considered in another 
way: What is a standard product cost? That is 
to say, what are the elements of which it is com- 
posed? They fall into two categories, ie. (1) 
costing rates and material prices, and (2) tech- 
nical standards, or the recorded predetermina- 
tion of the method of manufacture, the amount 
of work involved, and the nature and quantity of 
the material to be used. 

Now consider and compare the principle 
characteristics of these two groups of standards, 
as set out in the following table: 

Costing Kater anid Material Technical Standards 
Not derived from the 
rived from, the budget struc- 
ture. 


Independent of any product 
for assessment, and per- 
manently applicable to any 
product until completely 
new budgets are set. 


Essential to the accounting . 


aystem at all times. 


Come into existence with, 
and are peculiar to, each 
product, and cease to be of 
use if, and when, the pro- 
duct becomes obsolete, 

Effective in the accounting 
system only from the point 


where production is com- 
menced, and until produc- 
tion ceases and no stock of 
the product remains, 

In the light o of this analysis, is it not reasonable 
to suggest that there is a basic idea underlying 
the term ‘standard costs’, and that, since it is 
obvious that only the standards included in the 
first group have the character of fundamentals, 
the essential meaning of the term is confined to 
the costing rates and material prices? 

This conception of standard costs is in 
harmony with the principle that the main func- 
tion of standard costing is to provide the means 
for controlling costs at their source. In accord- 
ance with this principle standard costing is 
primarily concerned with the elements of cost 
which go to make up the costs of products, 
rather than with the costs of products themselves. 
It is this feature of the method which forms one 
of its main advantages, because, no matter how 
variable in nature the products of any particular 
concern may be, the units by which material is 
measured remain invariable, and every manufac- 
turing process has a factor which is constant and 
which is common to the manufacture of every 
product requiring that process as, for example, 
the factor of time which, for the purpose of 
standard costing, is represented by the standard 
hour. Once the standard costs of these elements 
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have been established they not only serve to 
promote the control of costs at their source but 
are also applicable to the costing of any product. 


Ideal Conditions 
It is true, of course, that for a standard costing 
system to be fully effective, its costing rates and 
material prices must be supplemented by sound 


technical standards. The ideal conditions are the 


employment of time-study techniques to provide 
a uniform basis for the predetermination of the 
number of standard hours representing the 
amount of work involved in every job to be under- 
taken; the establishment of standard methods of 
manufacture and material specification on the 
most efficient basis by the application of the 
best work-study principles with the full co- 
operation of design and production executives; 
output restricted to a limited range of standardized 
products, and everyone in the organization a 
*cost-conscious' enthusiast for cost control. 


Application to Actual Conditions 

There are those who maintain that unless and 
until such conditions are present in an organiza- 
tion, it is useless to attempt standard costing. 
То this opinion it may be countered that if the 
introduction of standard costing is made depend- 
ent on first bringing about the ideal conditions 
for it, the probability is that the idea will eventu- 
ally be abandoned altogether, whereas if the 
method is introduced in spite of the existence of 
unsatisfactory conditions, it may well prove to 
be the most effective means of inducing action 
to achieve the desired improvements, when the 
actual operation of the procedure has demon- 
strated the valuable use that could be made of- 
standard cost information if the necessary tech- 
nical data were available. 

It js primarily in such circumstances that the 
value of the suggested conception of the nature of 
standard costs is likely to be most apparent, but 
it assists also in the solution of problems of more 
general concern. For example, the fact that out- 
: put consists of non-repetitive products should 
ргезел! по serious problems in the application of 
standard costing procedure once the basic idea 
underlying the term 'standard costs' is appre- 
ciated. Тће position is essentially the same when 
an undertaking producing standard products in- 
troduces a new ‘line’; the only difference, in the 
case of a jobbing concern, is that new products 
are introduced more frequently. 

In neither case does the introduction of a 
product differing from any previously made 
‘involve, of itself, any departure from the budgets. 
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Production budgets determine what is a unit of 
work, what are the units of material, and what is 
the standard cost of each unit, and nothing more. 
Each product manufactured, whether it has been 
made before or not, and whether it is to be made 
again or not, has involved the use of productive 
capacity and material and must therefore repre- 
sent a number of those units of work and 
material. The standard cost of output is the figure 
resulting from evaluating all such units of work at 
the appropriate costing rates, and all such units of 
material at their standard prices. It follows that 
the standard cost of the product is the evaluation 
of the units represented by the product, at 
standard rates and prices. The compilation of 
product costs will admittedly involve consider- 
ably more work in a jobbing concern than is 
required when products are standard, but that is 
a problem of magnitude and not one of principle, 
and it is a problem that would exist whatever 
costing system was employed. 


Quantitative Measurement of each Product 
The principles which determine the precise 
number of units of work and material have not 
been mentioned in the preceding paragraph 
because the argument contained therein is not 
affected by any consideration of those principles. 
It is obvious, however, that there must be some 
basis for quantitative measurement of each 
product in order that its value may be deter- 
mined, and it is the main purpose of this consider- 
ation of the term 'standard costs' to demonstrate 
that the question of what that basis may be, in 
any particular case, is the only question that needs 
to be considered when dealing with problems 
that arise, mainly when practical conditions do 
not conform to the ideal, as to what should be 
considered as 'standard cost', and what should be 
reported as ‘non-standard’ cost, or ‘variance’. 

According to theory, the quantitative measure- 
ment of output is provided by technical standards. 
But in practice it is not unusual to find that the 
standards set for the manufacture of a product, 
when it was first introduced, have been replaced 
by new standards, either because more efficient 
methods have been developed or because pro- 
duction of the product has become intermittent, 
and it is no longer practicable to apply standards 
which were suitable only for normal 'runs'. In 


‘such cases either one of two courses may be 


followed. The original standards may be adhered 
to as the basis for 'standard cost'; any difference 
in cost due to the change of standards must then 
be reported as ‘variance’, the most suitable 
heading probably being ‘methods variance’. The 


January 24th, 1953 


alternative is to revise the standard cost so that 


it accords with the new standards, but there аге. 


three important points to be borne in mind. If 
any stock of the product remains from previous 
output, it must be revalued at the new cost, and 
any difference in stock value written off to 
variances. 

If the product is a component or assembly 
incorporated in complete products, it will be 
necessary to revise the standard cost of all 
products requiring that detail and to adjust the 
valuation of any stock affected. Lastly, there is 
the fact that measurement of output of the 
product before the change will differ from that 
applied after the new standards are introduced, 
although the product is physically the same, but 
that problem is of sufficient importance to merit 
consideration on its own and will not therefore 
be dealt with here: 

Technical standards may, however, be defi- 
cient; there may even be none suitable for the 
quantitative measurement of output, or there 
may be standards for some products and not for 
others. 


‘Actuals’ to be accepted as ‘Standard’ 
Where there is no recorded predetermination of 
method, material specification, or time allowance, 
or even a piecework price from which a time 
allowance may be calculated, there is no alterna- 
tive but to accept as ‘standard’ the actual method 
employed, the actual material used, and the time 
actually taken to complete the work. Product 
costs will then differ from the old type historical 
costs only in the fact that the standard costing 
rates and material prices are used in place of 
actual rates, and the only variances that can be 
calculated are those relating to volume, calendar, 
revision (of budgets), rates of pay, expenses, and 
material prices. These variances, it will be noted, 
result from the comparison of actual costs with 
costs based on standard costing rates and material 
prices. Without technical standards there can be 
no report of efficiency, methods, or material 
usage variances. 

A further disadvantage associated with the 
operation of standard costing without technical 
standards, is that the measurement of output is 
not on a consistent basis, that is to say, that any 
given amount of work is not uniformly recorded 
as being represented by the same number of 
units at all times. In the majority of cases, piece- 
work prices as a basis of measurement are no 
better in this respect, the fact of their incon- 
sistency being sufficiently evidenced by the 
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familiarity of the expressions ‘tight prices’ and 
‘loose prices’. The principal results of such lack 
of uniformity are that product costs are not com- 
parable one with another, although the products 
themselves may be comparable; activity percent- 
ages are not reliable indications of the level of 
output achieved; the resulting allowances of 
direct and general expense are incorrectly 
assessed, and variances are consequently dis- 
torted. 

And finally, when technical standards are 
deficient, it is essential that care be taken to 
ensure that the measurement of output is 
properly related to the production ‘normal’. If 
the entire output will have to be measured by 
actual hours worked, there will be no basis upon 


‘which to assess the ‘normal’, other than the 


actual hours of practical capacity, and output is 
then properly comparable with *normal'. 


‘Actuals’ used for measuring part of Output 


But if only part of the output will be measured 

by actual hours, it is interesting to compare what 

would be the effect of adopting that basis for: 
measuring part of the output; the remainder 

being measured in standard hours representing 

the output expected from the 'day-worker', with 

the effect where the remainder of the work is 

measured in standard hours based on the ability 

of the majority of workers. This may be illus- 

trated as follows: 


Assume: 
(1) Number employed: 6 on ‘standard’ work 
4 on 'day-work' 


10 
(2) Actual hours worked in the period – 44 hours per | 
week, i.e. 44 X 10 X 4 = 1,760 hours. 
(3) Workers engaged on 'standard' work produce 
exactly the output expected of an 8о rating, and 
their output level is therefore 100 per cent. 


Example A 


Normal: (when standard hour 
based on бо rating) 


= 1,760 X 1334 per cent = 2,347 std. hre. 
Output 
(i) standard work = 6 x 
_ 44 X 1334 per cent) X 4 == 1,409 
(i) day-work = 4 X 44 X4 = 704 2,113 std. hrs. 
Activity = 2113 x 100 = cent 
T 2,347 AEE 
Example B 
Normal: (when standard hour 
based on 80 rating) 
= 10 X 44 X 4 == 1,760 std. hrs. 
Output: 
(1) standard work 
= 6X 44 X 4 1,056 
(1) daywork = 4X44X4- 704 1,760 std. hrs. 
Activity тоо per cent 
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In both савез, of course, the amount of work is 
the same, but it is measured differently. An 
analysis of the overall activity of 90 per cent in 
example A shows an activity of 100 per cent for 
workers on ‘standard’ work, and 75 per cent for 
day-workers, which is more likely to represent 
fact than the result shown by example B, where 
both grades of labour are reported as producing 
тоо per cent output. In actual practice, where 
the circumstances are as assumed for example B, 
it would be necessary, when reporting output, 
to reduce the number of hours worked by day- 
workers to a figure having the same ratio to the 
hours worked as the day-workers’ rating bears 
to the ‘standard’ rating. In example B this ratio 
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would be 60:80, and the day-workers’ output 
would be reported as 528 standard hours, i.e. 
75 per cent activity as in example A. 

It is hoped that this analysis of the term 
‘standard costs’ has demonstrated the importance 
of approaching problems involving an under- 
standing of the meaning of the term with a clear 
conception of the fundamentals, and that in 


spite of obvious disadvantages arising from a 


deficiency of technical standards, there is much 
to be said in favour of introducing standard 
costing without waiting for the deficiency to be 
made good, so long as all concerned are able to 
appreciate the essential meaning of ‘standard 
costs’. 


WEEKLY NOTES . - 


Mr T. Coleman Andrews, C.P.A. 
— President Eisenhower has 
“4. appointed Mr Т. Coleman 
.i Andrews, С.Р.А., of Richmond, 
Virginia, to be Commissioner of 
the Bureau of Internal Revenue 
in his new administration. The 
comparable office in the United 
Kingdom is that of Chairman of 
, the Board of Inland Revenue. 

: 1 HIS — Well known in the profession 
in this country, Mr Coleman Andrews last year 
attended the Sixth International: Congress on 
Accounting as the official delegate of the Virginia 
Bociety of Public Accountants, and he was the author 
of one of the papers on "The accountant in practice 
and public service’ presented at the Congress. In 





1949, Mr Andrews was present at the Summer: 


Course of the Institute, held at Christ Church, 
Oxford, where he delivered an address on 'Audit 
procedure in the United States’. Both this and his 
Congress paper were reproduced in this journal.! 

Mr Coleman Andrews heads his own firm of 
certified public accountants in Richmond, Virginia, 
and is а member of the firm of Bowler, Andrews & 
Town, actuaries and pension fund consultants. He 
is -a past president of the American Institute of 
Accountants, and he was chairman of the committee 
on Federal Government accounting in 1948-49. 


Heavy Chemicals Productivity Report 
The team representing the British heavy chemical 
industry which visited the United States last spring 
under the auspices of the former Anglo-American 
Council on Productivity found, as so many of the 
other teams have done, that the double and continuous 
objective of increasing production and decreasing 
11949 Summer Course paper: The Accountant, September 


17th, 24th and October 8th, 1949. Congress paper: The 
Accountant, September 27th, 1952. А 


costs were regarded in that country as the one certain 
way of improving the standard of living of the 
people. 

In its report published on Monday. the? team 
recommends, in this connection, that every company 
in this country engaged in the heavy chemical 
industry should consider substituting standard for 
historical costing, particularly with a view to con- 
trolling cost more closely, predicting selling prices 
more accurately and issuing cost targets to production 
and maintenance staffs. 

There was, the team notes, far less secrecy about 
costs in America. The lowest grade of charge-hand 
was given, and expected to study, the cost make-up of 
operations for which he was responsible and operators 
responsible for spoilt work were informed of the 
effect of their mistakes in terms of money. Because 
of these practices, factory accountants had to 
produce cost, statements, embodying comparisons 
and explanations, quickly – the time taken ranging 
from five to ten days after the end of each month. 
Cost information was exchanged among factories 
belonging to the same company but inter-factory 
competition was not actively encouraged. 

The team deals very broadly with technical 
matters and procedures and, partly because of this 
and partly because the recurrent theme throughout 
is how to increase productivity, it has produced one 
of the most а НЕ reports of the whole series. 
It can be unreservedly recommended to all account- 
ants in industry anxious to improve efficiency in their 
departments. 


Household Expenditure Inquiry 
It is fifteen years since a sample investigation was 
made to bring the official retail price index up to date. 
When the last investigation was made in 1938 retail 


* Obtainab'e (3s post free, excluding air mail) from the 
British Productivity Council, 21 Tothill Street, SW1, ог 
the Association of British Chemical Manufacturers, 166 
Piccadilly, Wi. 
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CORRESPONDENCE 


` Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Net Assets: Share Capital and Reserves 
Str, ~ Are net assets ‘represented by’ share capital 
and reserves or should they be described as ‘repre- 
sénting’ share capital and reserves? Both versions 
appear frequently in prospectuses, and in The Times 
of January 19th there is an example of each. I prefer 
the latter alternative. 

Yours faithfully, 
London, EC2. R. KETTLE. 


Professional Fees 


Sir, – I have been greatly interested in the corres- 
pandence which has appeared in your columns 
during the past few months as it is one which has 
exercised my mind for a number of years and which 
I have taken up with the Institute on more than one 
occasion. 
' Firstly, I should mention that my circumstances 
are almost identical with those of ‘Provincial F.C.A.’ 
whose, letter appears in your issue dated January 
3rd, 1953, except that I have a somewhat longer 
experience in practice in the provinces. 
In my opinion the problem can be stated in very 
simple terms, viz: | 
(1) Except in those cases in which the Companies 
Act or other statutory provisions require the 
appointment of a qualified accountant, and these 
cases are comparatively few as far- as the smaller 
. provincial firm is concerned, the latter has no 
| protection against the competition of the ‘quack’. 
' (2) Members of the Council of the Institute who are 
responsible for policy-making and the effort 
which would be required for the introduction 
of some form of protective legislation are either 
unaware of the problem or not interested in it. 


_ In making the last comment I am not suggesting 
that the Council of the Institute is deliberately 
avoiding its responsibilities; on the other- hand, 
most members of the Council are partners in firms 
practising either in London or the larger provincial 
cities, who are employed by public companies 
which cannot, or enlightened individuals who would 
not, give their work to other than qualified 
accountants. | 

This being the case, it is not in some ways 
surprising that the problem of unqualified com- 
petition, which is a serious one in the case of smaller 
provincial firms, does not appear to exercise the 
collective mind of the Council of the Institute to 
the extent that many of us feel that it should. 

"Those of us who are in close contact with the 
problem cannot but be most unhappy about the 
position of the smaller provincial firms of qualified 
accountants. In my own case, after nearly thirty 
years in practice in the provinces, І am working far 


harder than I did in my earlier days for a smaller 
net gain and what is even worse, I am not able, by 
reason of the limitation on the fees which I can 
charge, to pay the senior members of my staff the 
salaries to which I consider their skill and industry 
entitles them. 
Yours faithfully, 
Нисћт, Herts. 5. McCOMBIE. 


Money on Current and Deposit Account 
Sm, – In his article in your issue of January roth, 
1953, Mr Sophian makes a statement which I 
cannot think he means ~ at any rate, he is wrong, if 
he intends to be taken literally, in saying that 
Bagley v. Winsome Lid ([1952] 1 АЛ E.R. 637) 
. ‘establishes beyond doubt that money on deposit 

account cannot-be made the subject of garnishee 
proceedings' ; 
and that ‘ | 
‘money on deposit, whether it be at а bank or with 
a building society or other body, stands on an 
. entirely different footing, since. the money on 
deposit cannot be regarded, at the date of issue of 
the garnishee proceedings, as money “owing or 
accruing” to the judgment debtor. ` 


In Bagley v. Winsome Ltd, the deposit was subject 
to fourteen days' notice of withdrawal and to personal 
application for-withdrawal by the debtor, who was 
required to produce the deposit book. The judgment 
creditor failed because the second requirement had 
not been satisfied. ј 

There is, I think, no doubt that a balance on 
deposit account with a bank may be the subject of 
garnishee proceedings if it is withdrawable at notice 
and notice has been given (as in Bagley v. Winsome 
Lid) or if it is a deposit for a fixed period. In both 
these cases the balance is regarded as a debt accruing 
due (Paget's Law of Banking, sth edition, page 91 
et seq.). 

Yours sincerely, 


[Mr T. J. Sophian writes: In referring to ‘money on 
deposit’ I was referring to money deposited which 
could not be withdrawn until after the expiry of the 
stated notice and on production of the deposit book. 
But as it appears that in some cases money on deposit 
may be withdrawn without any notice on demand, 
and without any conditions at all, the statement made 
in the article is somewhat too general. In such cases, 
and also in cases where the conditions for withdrawal 
have already been perfected, the money is in much 
the same position яз money on current account 
withdrawable on demand, and in such cases, garnishee 


proceedings could issue, for the money then would 


have become money ‘owing or accruing’. To this 
extent I agree with your correspondent, and I am 
much obliged to him for his comments.] 
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ТНЕ АССООМТАМТ 


January 24th,.1953 


_ THE MANCHESTER 
SOCIETY OF CHARTERED ACCOUNTANTS 
- ANNUAL DINNER 


.The annual dinner of The Manchester Society of 
Chartered Accountants was held at the Reform Club, 
Manchester, on Friday, January 16th, 1953, with 
Mr E. Gordon Turner, M.C., F.C.A., President of the 
Society, in the chair. Members and guests, numbering 
over 200, were received by Mr Turner, by Mr T. B. 
Robson, M.B.E., M.A., F.C.A., President of The Institute 
of Chartered Accountants in England and Wales, and 
by Sir Thomas D. Barlow, a.3.z., Chairman of the 
District Bank Ltd. © 5 

Among the guests were Mr Benjamin Pickup, Ј.Р., 
President, Manchester Chamber of Commerce, and 
Messrs H. L. Addleshaw, B.A. (Vice-President, Manchester 
Law Society); S. О. Barker (Chairman, Manchester and 
District B г Institute); Douglas A. Clarke, LL.B., F.C.A. 
(Chairman, London District Society of Chartered 
Accountants), Derek du Pré (Editor, ‘The Accountant’), 


Arthur T. Eaves, M.M., F.C.A., F.8.A.A. (President, Incor- 


porated Accountants’ Society of Manchester and District); 
G. N. Fullagar, F.c.a. (President, Liverpool Society ој 
Chartered Accountants); G. Fuller, F.c.t.1. (President, 
Insurance Institute of Manchester); С. A. Harrison, 0.B.E., 
ғ.С.А. (President, Leeds, Bradford and District Society of 
Chartered Accountants); N. B. Hart, O.B.E., T.D., D.L., M.A., 
LL.B., F.C.A. (President, Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants). 

Messrs C. J. Howell, F.c.1.8. (Chairman, Manchester and 
District Branch of The Chartered Institute of Secretaries); 
Alan S. Maclver, M.c., B.A. (Secretary, The Institute КА 
Chartered Accountants in England and Wales); E. J. Mitche 
(Беа Inspector of Taxes); Lieut.-Col. W. M. Musgrave- 

oyle, M.C., T.D. (Chairman, Manchester Stock Exchange); 
Messrs Ј. R. Riddle eae Manchester Consular 
Association); E. E. V. Rowley, A.C.A. (President, Leicestershire 
and Northamptonshire Society of Chartered Accountants); 
С. P. Seed, c.B.E. (Deputy Public Trustee); A. G. Smeeton, 
F.C.A. (President, S and District Society of Chartered 
Accountants). 

The toast of “The City and Trade of Manchester’ 
was proposed by the chairman, Mr E. Gordon Turner, 
who said that the city dated back to Roman times and 
had achieved distinction through the centuries. 

Among its past achievements Manchester boasted 
the first railway between Manchester and Liverpool 
and the earliest canals. Its civic buildings and 
educational ‘centres were widely known, and in the 
realm of trade Manchester was known as ‘Cottonopolis’, 
as well as being a great centre of engineering and 'the 
greatest financial centre outside of London.’ Mr 

„ Turner's speech was welcomed with loud applause. 


This Spate of Forms 

Replying to the toast, Mr Pickup agreed with the 
previous speaker that Government controls were 
harmful – too many hours were spent filling in all the 
multiple forms and declarations, the ultimate object 
.of which we knew very little and the use of which 
we sometimes greatly suspected. Mr Pickup continued: 

< wonder if this powerful Institute of yours cannot do 
something to end this spate of census of production and 
distribution forms and the like which forces .so many 
thousands of man-hours to be turned away from the 
business in hand. ... 


“We have lived through two wars’, he continued, ‘which 
it was hoped would make this world a fit place for account- 
ants to live in, and that is about the only success achieved.' 
(Laughter.) v 

In conclusion, Mr Pickup said: 

‘We are living in difficult times — times when countries 
have suddenly closed doors against us. There is only, to 
my mind, one thing that we as a united people can do — 
to direct our energies and resources to a "one-way drive" 
and to dedicate ourselves anew and afresh for the sake of 
this land.’ (Applause.) 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Sir Thomas 
Barlow, who said that though he had had much 
experience of accountants he always felt there was a 
certain mystique about this honourable profession. 


He continued: 

“We are very deeply indebted to the members in particular, 
and accountants in general, for the contribution they have 
made to our enlightenment in this remarkable evidence 
they have given in regard to the question of taxation. I can 
only hope that so much wisdom and experience which is 
contained in this document will be attended to by H.M. 
Government.’ (Applause.) 


Accounting Systems and Management 
Accounting 


In his reply to the toast, Mr Robson took as his main 
theme the opportunity of service to the public which 
lies in the field of accounting systems and management 
accounting. . i 

‘In one sense’, he said, ‘there is nothing new about it, for 
chartered accountants have acted as advisers on accounting 
systems from the inception of the profession.’ 

‘In the last twenty years or so the importance of this work 
has, however, become more marked by reason of increases 
in the speed, complexity and scale of industry. These 
changes have made it increasingly necessary for responsible 
managements to rely upon accounting and other records 
as the basis of their actions in the day-to-day operations 
of their businesses, 

“This reliance has in turn emphasized the ever-growing 
need to develop accountancy techniques to meet the _ 
changes as they arise. Records laboriously and slowly 
compiled can no longer keep pace with the needs of those 
who have to take business decisions. Decisions can only be 
faulty if the records on which they are based are not up to 
date and do not supply the relevant data in a form which 
facilitates comprehension. . 

“То meet this need, accounting machines and mechanical 
processes have been evolved to expedite production of 
information, Managements need advice as to which 
process or combination of processes will best suit their 
particular requirements, as to how their accounting 
systems can be adapted and developed to give them up-to- 
date information while conforming to every reasonable 
standard of internal check and meeting the requirements of 
the Companies Acts and the auditor. They need advice as 
to the way in which the facts of a situation can most 
usefully be presented to them and as to the way in which 
they can most quickly and easily understand the implica- 
tions of the accounting statements prepared for their use.' 


Not a Mysterious Cult 
"We chartered accountants are equipped to give advice 
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and assistance on the development and adaptation of 
accounting systems for these purposes. Trained as we are 
in the fundamentals of accountancy, we are able far better 
to appreciate what is needed than the so-called system 
engineers who have invaded this field of activity without 
our training to assist them. (Hear, hear.) Accounting 

work is not a mysterious cult which need make us feel that 
the work is outside our ability or scope; on the contrary, it : 
ought to be largely our preserve. 

I do not mean that we can work in isolation, without 
consultation with those who are engaged in the industriel 
pocas and other practical phases of business; but that, 

ving made all necessary inquiries and having investigated 
the needs of the situation with those concerned, chartered 
accountants ought to be able to put forward the best 
available solution of an accounting system problem. 

‘Nor do I suggest that every accountant can 
perform such services without adequate study, preparation 
and experience. It would be ridiculous to make such an 
assertion. What I do say is that every chartered accountant 
has the basic training which, given reasonable assiduity, 
will enable him to acquire without undue difficulty the 
specialized techniques that are needed. These are only 
applications of the азер which every chartered 
accountant’s articled during their apprentice- 


Mr Robson continued: 


Contents of the Auditors’ Report 


‘I now turn to another theme which is not new, and has 
already been the subject of representations by the Council 
to the Board of Trade. I refer to the requirements of the 
Ninth Schedule of the Companies Act as to the contents 
of the auditors’ report. 

*These uirements seem to me a direct invitation to 
tautology and redundancy. No auditor worthy of the name 
would es an unqualified report if he had not taken good 
care to satisfy himself that proper books had been k 
that the accounts were in accordance with the books 
with the provisions of the Act, that he had obtained all the 
information and explanations which, to the best of his 
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knowledge and belief, were needed; and so on. There seems 
to be no reason why shareholders should have to listen to 
8 long-winded asseveration that this has been done.' 


a 


What the Shareholder Wants 
“What the shareholder wants to be told in forthright 
language is whether, in the auditors’ on, the accounts 
show a true and fair view; if they do, e sae matters aro 
largely incidental and only need comment when there is 
something defective. It is a great pity that the Act is not 
drawn accordingly. 

‘If you will take the appendix to the Institute Council’s 
last annual report and will draft an audit report on the 
lines of the revised Ninth Schedule as suggested by the 
Council in that appendix, you will be amazed how many 
words, and how much breath, an audit report on ies 
lines Would save as сотр with a report 

with the present Act; and this without losing one 
iota ак the contents thet really matter to the shareholder. 
I often hear complaints which suggest that we are to blame 
for the length of the.auditors’ rt: I wish, therefore, to 
advise you not to accept this kind of suggestion and to 
recommend you to refresh memories on the subject 
by referring to the last rt of the Council, You will 
Applause.) 

The toast of “The Guests’ was proposed by Mr 
R. Н. E. Wilkinson, M.A., Е.С.А., J.P., Past President 
of the Society, and Mr Barker responded. 

А. toast to the Chairman, proposed by Mr C. M. 
Skinner, С.В.Е., Е.С.А., was warmly received. In his 
reply, Mr Turner congratulated Mr Skinner on behalf 
of those present on the high honour awarded to him 
in the New Years Honours, and thanked him for 
all the work he had done on behalf of the profession 
and of the Institute. Mr Turner also expressed thanks 
to the Hon. Secretary, Mr Ј. 5. Harrower, А.С.А., 
to Miss Isabel Ritchie; the Assistant Secretary, and to 
the dinner committee, for the way they had worked to 
make the evening a success. 


THE INCORPORATED ACCOUNTANTS' 
DISTRICT SOCIETY OF SUSSEX 


ANNUAL DINNER 


The Incorporated Accountants’ District Society of 
Sussex held their annual dinner at the Royal Pavilion, 
Brighton, on Friday, January 16th. The President of 
the Society, Mr К. W. E. Bunn, Р.8.А.А., F.I.M.T.A., 
was in the chair, and with Mr C. Percy Barrowcliff, 
F.8.A.A., President of the Society of Incorporated 
Accountants and Auditors, received the many members 
and guests who attended. 


Among the guests were_Lord Rupert Nevill, High 
Sheriff of Sussex; Alderman Miss Dorothy Stringer, 
J.P., Mayor of Brighton; Councillor A. E. Brocke, J.P., 
Mayor of Hove; Alderman E. C. Martin, J.P., Mayor 
of Eastbourne; Mr Howard Johnson, M.P. for Kemp 
Town (Brighton); and 


Messrs E. Baldry, F.8.4.4.; W. T. Curtis-Willson, M.B.E., 
J.P; T. C. Dundas, M.B.E. (President, Institute of Bankers, 
Brighton District); J. Ireland Eager (President, Sussex Law 
Society); C. А. Evan-Jones, M.B.E. (Deputy Secretary, 
Society of Incorporated Accountants and Auditors); Alder- 
man Р. Е. Friend-James, O.B.E, F.C.A.; Dr Гатогпа 
Hingston, M.B.E. (President, Sussex Branch, British Medical 
Association); Messrs M. С. Holman, F.2.1.c.8. (Chairman, 


Sussex Branch, Royal Institution of Chartered Surveyors); 
M. D. Horn, M.A., F.R.I.C.8., F.A.I. (Chairman, Sussex Ву 
Chartered Auctioneers’ and Estate Agents’ Institute); G. P. 
Morgan-Jones, M.A., F.C.A.. (Vice-President, South Eastern 
Society of Chartered Accountants); The Rev. Preb. F. N. 
Robathan, O.B.E., M.A. (Vicar of Brighton); Messrs E. C. 
Sherwood ( Board of Trade); T. H. Tosh 
(2м. Inspector of Taxes); N. W. Watkins, F.A.C.C.A. 
President, South Eastern District Society of The Association 
of Certified and Corporate Accountants); E. Infield Willis, 
B.A., J.P. (President, Brighton & Hove Chamber of Com- 
merce and Trade). 

The toast of “The Society of Incorporated Account- 
ants and Auditors and the accountancy profession’ 
was to have been proposed by Sir Reginald Sharpe, 
Q.C., but he was unable to be present owing to legal 
duties. His place was taken by Mr Howard Johnson, 
who in his speech stated that the accountancy pro- 
fession could play an important part in national life in 
1953, апа mentioning the excess profits levy, he said 
the profession should continue to give evidence to the 
Chancellor of the Exchequer of the need to abolish 
the levy – a tax which would not bring in the revenue 
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the Chancellor expected: and must have. an adverse, 
effect upon business: and industry. 


A Mountain of Expenditure 


Mr C. Percy Barrowcliff, in response to the toast, 
said that members of the district society were to be 
congratulated on the amazing vigour of their society 
after less than three years' existence. It was the result 
of fine team work, he said, and he paid a special tribute 
to the first president, Mr Е. V. Arnold, Е.5.А.А. (‘now 
а valued colleague on the parent. Council), for his faith, 
enthusiasm and intensive efforts, and to the present 
president, Mr Bunn, who had lent his personality and 
drive to the district society's development. 

Mr Barrowcliff went on to deal with ‘the mountain 
of central and local government expenditure'. Тће 
budget for 1952-53, he said, estimated government 
expenditure at over £4,000 million, compared with 
just over £700 million in 1935-36. A million. pounds 
seemed to have little significance in such circumstances, 
which made for easy and lax spending of public money, 
and the time had come to try and get the whole thing 
under some sort of control. 

Much was made of the cost of rearmament to explain 
our mounting expenditure, continued Mr Barrowcliff, 
but the staggering and bewildering increases in many 
government departments did not justify the implica- 
tion that there was little serious increase elsewhere. In 
many cases, he said, the nationalized industries also 
appeared to be weighed down with administration 
staffs and expenses; they surely must be brought 
within the scope of any inquiry. Why the Chancellor 
would. not set up a live independent investigating 
committee or authority he could not understand. 

‘I say it is his duty — his public duty – to do so. We must 
therefore press and continue to press until such an inquiry 
is instituted.’ 


If the country's money was spent to the best advan- 
tage, he was sure some material relief in taxation could 
be given. ' 
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The toast of ‘Our Guests’ was proposed by Mr 
C. A. Н. Holloway, F.s.a.a., and Lord Rupert Nevill 
replied. 

Alderman P. Е. Friend-James, О.В.Е., F.C.A., pro- 
posed the toast of “The Incorporated Accountants’ 
District Society of Sussex’, and paid a great tribute to 
the President, who had, he said, enriched the office of 
borough treasurer in Brighton and guided the destinies 
of successive finance committees for twenty-five years. 


The ‘Managerial Revolution’ 


Mr Bunn, who was warmly received when he rose 
to reply to the toast, said accountants are so freely 
found in managerial capacities today that, while 
acknowledging the immense importance in the history 
of Britain of the industrial revolution, one could also 
refer, although with less emphasis, to the ‘managerial 
revolution’ of the last twenty or thirty years. 

How often, he said, one read of an accountant making 
an important declaration of a company’s policy or that 
he had been called in to advise. Why was it that 
accountants had found this widening of their sphere 
of influence? It would be unsafe to select any one 
quality, but perhaps a contributing factor was the 
integrity associated with the profession. 

Although the accountant might be primed with 
enthusiasm, snap judgments and woolly enthusiasms 
were not for him. He knew that many of the footprints 
in the sands of time were made by work shoes. He 
helped to make up the nation’s balance sheets but did 
not, as was the practice so often these days, seek to 
establish a tyranny from that chance. Was it surprising 
that one found accountants, imbued with such a high 
sense of their calling, seeking to extend their society by 
the formation of district societies? 

The District Society of Sussex, said Mr Bunn in 
conclusion, was now nearly three years old, and owed 
much to the aspirations of its first President, Mr F. V. 
Arnold, and also to Mr Е. L. Thomerson, Е.8.А.А., 
Mr Ernest Webb, F.3.4.4., and Mr А. С. Lee, р.8.0., 
F.S.A.A., the Hon. Secretary. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 


ship and applicants admitted to membership at the: 


Council meeting held on January 7th, 1953, who 
completed their Fellowship or Membership before 
January 20th, 1953.. 


Associates elected Fellows 

Bennett, Morris; 1947, A.C.A.; (Bennett, Nash & Co), 
10 Union Court, London, EC2, and at Wembley Park. 

Bridger, Peter Anthony; 1947, A.C.A; 32 High Street, 
Erdington, Birmingham, 23. and at Cannock. 

Birkett, John; 1946, A.C.A.; (Hudson Smith, Briggs & Co), 
and (Stanley Holmes & Co), Exchange Chambers, Corn 
Street, Bristol, 1; also at London, (Hudson Smith, 
Briggs & Co). 

Codling, John; 1936, A.C.A.; (Е. L. Rouse & Со), 2a The 
Broadway, Penn Road, Beaconsfield, Bucks, and at 
Aylesbury and T'ring. 

Crowder, Laurence Smethurst; 1923, A.C.A.; (Leman, Hill 
& Hilton), 1 St Peter’s Church Walk, Nottingham. 


Draper, Donald Alfred James, р.ғ.с.; 1947, A.C.A; (B. A. 


Smith & Son), Groveland House, Bow Lane, London, 
E 


C4. Р 

Dunn, Reginald William Charles; 1940, A.C.A.; (*Peat, 
Marwick, Mitchell & Co), Lombard House, Great 
Charles Street, Birmingham, 3. 
Hanmer, John Marsden; 1 1946, A.C.A.; (Bryce Hanmer & 
Co), 1-3 Stanley Street, Liverpool, 1, and at London. 
Hard, Harold Edwin; 1939, А.С.А.; ( (Hard, Dowdy & Co), 
30 Clarence Street, Southend-on-Sea, and at London. -. 

Hill, Ernest Richards; 1936, А.С.А.; ; (Leman, Hill & Hilton), 
1 St Peter’s Church Walk, Nottingham. 

Hill, John Sydney Frederic; 1938, A.C.A.; (Leman, Hill & 
Hilton), 1 St Peter’s Church Walk, Nottingham. 

Hockaday, Harold; 1941, A.C.A.; (Bryce Hanmer & Co), 
1-3 Stanley Street, Liverpool, 1, and at London. 

Holroyd, John Francis; 1946, A.C.A.; (Bryce Hanmer & 
Co), 1-3 Stanley Street, Liverpool, 1, and at London. 

Kyle, Kenneth Warnock; 1945, A.C.A.; (Vernon Baxter & 
Co), Barclays Bank Chambers, 26 High Street, Southend- 
on-Sea. 

Lea, Maurice Sidney; 1940, A.C.A.; (H. H. Foster, Lea & 
Co), 4 King Edward Mansions, 212 Shaftesbury Avenue, 
London, WCa. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Leech, Thomas, Junr.; 5939, А.С.А.; (*Thomas Leech & 
Son), Richmond C bers, Richmond Terrace, 
Blackburn. 


eds, Frederic Robert; 1912, A.C.A.; (W. A. Browne & 
Co), 307 Winchester House, London, ECz, and (Fairbairn, 
Wingfield & Wykes), 67 Watling Street, London, EC4. 

McQuillin, Vincent Oswald; 1938, A.C.A.; (K. Readhead & 
Co), 15 Craven Street, London, WC2, and at Hythe. 

Milledge, John West; 1927, A.C.A.; (*Wheatley, Pearce & 
Co), 102 High Street, Poole, Dorset. 

Mullett, Arthur Reginald Haden; 1937, A.C.A.; (Gough & 
Wright) and (*Gough, Wright, Smith & Co), Lloyds 
Bank Chambers, High Street, West Bromwich; also at 
Brierley Hill, Dudley and Stourbridge, (Gough & Wright) 
and (*Gough, Wright & Co). 

Sansom, Charles Harry Walton; 1939, A.C.A.; (Gilchrist, 
Tash, Wilson & Sansom), Court Chambers, 17 Albert 
Parse Middlesbrough; also at Darlington, (Sansom, Bell 


Taylor, Leonard Kenneth; 1932, A.C.A.; (Nasmith, Coutts 
& Co), 78 King Street, Manchester, 2.- 

Taylor, Percy Jervis, B.coM.; 1928, A.C.A.; 42 King Street 
West, Manchester, 3. 


Webb, Kenneth William George; 1935, A.C.A.; (Edmonds 
& Co), 66 Victoria Street, London, I. ` 
Wickham, Howard Thomas; 1937, A.C.A; (Vincent & 

Goodrich), 22 Surrey Street, London, WCa. 
Wilson, Walter Geoffrey; 1947, А.С.А.; (Bryle Hanmer & 
Co), 1-3 Stanley Street, Liverpool, 1, and at London. 


(Not in England or Wales) 
Yhap, David; 1935, A.C.A.; 69 Main Street, Georgetown, 
British Guiana. 


Former Members readmitted to Membership 


Ashis Robert Percy Foster, Clearways, Wadhurst, 

ussex. 

Emery, James, Cumberland Chambers, Church Gate, 
Loughborough, Leicester. 


NOVEMBER 1952 INTERMEDIATE AND FINAL 
EXAMINATIONS 


The notices to candidates who sat for the Institute’s 
examinations last November were posted on Friday, 
January 23rd. A full list of successful candidates 
will be displayed at the Institute from 12 noon on 
Tuesday next, January 27th, and will be published 
in these columns next week. 


Mr Derek Leslie Cheetham, A.C.A. 

We are asked by Mr Derek Leslie Cheetham, A.C.A., 
of ‘Glenville’, Orchard Road, Reigate, Surrey, and 
a member of the firm of F. W. Stephens & Co, 
Chartered Accountants, 15-17 Eldon Street, London, 
EC2, to state that he has no connection whatsoever 
with the person of similar name referred to in our 
issue of January r7th, 1953, under the heading 
"Findings and Decisions of the Disciplinary Com- 
mittee’. 
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Personal 


Messrs Woop, WILLEY & Co, Chartered Accountants, 
of 34 Clement’s Lane, Lombard Street, London, ЕСА, 
announce that they have admitted into partnership 
as from January ist, 1953, Мк RALPH E. ATKINSON, 
A.C.A. The name of the firm remains unchanged. 

Messrs Сог, DickiN & HiLLs, of 18 Essex Street, 
Strand, London, WCz2, announce that they have 
taken into partnership Mr Joun К. BLACK, A.C.A., 
and Mr MICHAEL J. MAKIN, А.С.А. 


Professional Note 


Mr J. F. Robertson, c.a., has been elected to the 
board of the Hawker Siddeley Group Ltd. Mr 
Robertson, who joined the Group in 1938 as 
treasurer, is a director of Armstrong Siddeley 
Development Co Ltd, Aluminium Wire & Cable 
Co Ltd and Self Changing Gears Ltd. He is chairman 
of the Taxation Committee of the Society of British 
Aircraft Constructors and the representative of the 
aircraft industry on the Taxation Committee of the 
Federation of British Industries. 


Obituary 


SAMUEL SASSIENIE, F.C.A. 

It is with deep regret that we record the sudden death 
on January 16th of Mr Samuel Sassienie, Е.С.А., а 
partner in the firm of W. H. Barnes & Co, Chartered 
Accountants, of 22 Queen Anne Street, London, Wiz, 
and formerly of 1o Coleman Street, London, EC2. 

Mr Sassienie was articled in rgrg to the late 
Mr W. H. Barnes and was admitted an Associate of 
the Institute in 1924, being elected a Fellow in 1948. 
His whole professional career was spent with his 
firm, in which, for the past ten years, he had been 
a partner. 

A freemason, Mr Sassienie was Master of the 
Lodge of Endeavour No. 5506. 


Profits Tax Computations 

The Board of Inland Revenue states that forms 
P.T. 3 used by H.M. Inspectors of 'Taxes in 
computing liabilities to profits tax are being made 
available on similar lines to those for excess profits 
levy, to accountants and others concerned with the 
preparation of profits tax computations, and may be 
obtained from district tax offices. 


New Bankruptcy Rules 
In a Weekly Note in our issue of January roth we 
said that Appendix 3 of the 1915 Rules had been 
omitted from the new Bankruptcy Rules. It is, how- 
ever, only Part II of Appendix 3 (relating to account- 
ants’ charges) that is not repeated in the new Rules. 





Telephone: Victoria 2002 (3 lines) 
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London and District Society of Chartered 
Accountants 
The Нов: Berety of the London and District 
Society of Chartered Accountants has asked us to 
- remind members that tickets are still available for 
the Society’s dinner and dance, which is being held on 
Monday, February oth, at The Park Lane Hotel, 
Piccadilly. Applications for tickets, price £r ris 6d 
each, should be sent to the Hon. Secretary, Leith 
House, 47 Gresham Street, EC2. 


"The Institute of Chartered Accountants of 
Scotland ' 

About ТЕРИГЕ members attended the first meeting 
of the London Local Committee Discussion Group 
of the Institute of Chartered Accountants of Scotland, 
held at The Institute of Chartered Accountants in 
England and Wales, Moorgate Place, London, on 
January 12th, when Mr J. G. Girdwood, C.B.E., 
C.A., spoke on budgetary control. An interesting dis- 
cussion followed the paper and the evening ended 
with a cocktail party. Mr Thomas Lister, M.A., C.A., 
was in the chair. 


Our Weekly Problem 
No. 54: THE FLYING ACCOUNTANT 

Mr L. U..Sidate, F.c.a., was describing his world 
tour. 

‘How did you like air travel?’ inquired Mr U. N. 
Ravel. l 

"А most interesting experience’, said Mr Sidate. 
‘I did my complete tour in five stages, во that each 
journey was correspondingly longer as I becanie 
more confident. I made Rome my first headquarters 
as it was only goo miles; then on to Cape Colony - 
the country of my birth. I sometimes think I shall 
retire there,’ added Mr Sidate wistfully. "The next 
stage took me to Boston where I got mixed up in the 
election and I found I had then travelled 15,600 


miles altogether. Then across that great continent | 


and the Pacific to Sydney. That hop was some 
Que miles and so straight home by Singapore and 
dia.' 6 


What was the total distance flown? 
The answer will be published next week. 


ANSWER TO Мо. 53: THs BaNQuET STARTED ON TIME 
If each unknown guest took x seconds, every 13th guest 
_ took 3x seconds, so that the total time for 13 guests was 15x 
Assume there were y groups of 13 guests. Then: 
oo = 23 mins, == 1,380 seco 
= 92 seca. 
ке must ђе 4 and у 23 

There were therefore 23 groups of 13, i.e. 299 but as the 
timing began with the first handshake there must have been 

300 guests, 
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TWENTY-FIVE YEARS AGO 
From Whe Accountant or January 28TH, 1928 
A Question of Etiquette 

. Can it be maintained that every piece of infor- 
mation coming to an accountant by reason of his 
professional association with a client is sacrosanct? 
If в0, an absurd result may easily be reached. For 
example, the very essence of the skill of an accountant 
lies in his wide experience and knowledge of par- 
ticular applications of the theory of double-entry to 
special cases; but few would agree that if the business 
of one client should flourish partly by reason of the 
application of a particular accounting system, the 
accountant is precluded from applying the same 
system, or a modification thereof, to the business of 
another client. . 


SEVENTY-FIVE YEARS AGO 
From The Accountant ог JANUARY 26TH, 1878 
“Touting” 


From time fo time we receive a variety of communica- 
tions from correspondents, commenting on the 
"touting" practices of a certain class of professional 
accountants. Every form of touting, the writers say, 
is unprofessional, and should be discouraged in all 
possible ways. It brings the profession into contempt 
and disrepute, and affords enemies a substantial 
ground of attack. It moreover injures the character 
and impairs the moral fibre of those who have 
recourse to it, and is generally an instrument of 
deterioration. There is a great deal of truth in all 
this; but, at the same time, we must recognise that 
there is another side to the question. There have not 
been wanting accountants who are willing to defend 
touting, or rather sive that by some would be 
included in that category. . 


ANNOTATED TAX CASES 


Edited by Roy BORNEMAN, Q.C. 


Published on the first Saturday after the 20th 
of each month. Reports of Income-tax, Sur-tax, 


rts 
Profits Tax, E.P.T., "Death Duties and ops 


Cases decided in the Courts of England and Sco 
The reports contain a lucid summary of the cases and 
a full report of the judgments, together with explana- 
- tory notes on the decisions. 
SINCE 0) ae AM 
(post fres) 


GEE & CO (PUBLISHERS) LTD: 
27-28 BASINGHALL STREET, LONDON, EC2 
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MISNOMER 


N another page of this issue, we reprint a cautionary 
address by the Comptroller of the British "Transport 


Commission on the dangers inherent in the рбгазе 
‘efficiency audit’. Sir REGINALD WILSON contends that the use of 
the word 'audit' in this connection is dangerous and misleading. 
His argument is that an audit, in the sense in which it is associated 
with the accountancy profession, is an examination of finite 
records entailing the use of certain standard techniques to 
ascertain the extent of their accuracy. The auditor knows that he 
is dealing with something which can be measured more or less 
exactly and which can be expressed in symbols both recognized 
and accepted. He knows, also, that if he applies the procedures 
of his profession with reasonable diligence and discretion his 
conclusions should be in accordance with facts. The object of a 
so-called 'efficiency audit', on the other hand, is to assess the 
imponderable. There аге no standards yet evolved which will, 
serve to gauge the efficiency of the abstract qualities of management 
or to place a value on the efficacy of its complex operations. It is, 
therefore, wrong to use the word 'audit' to denote such a nebulous 
appraisal. 

Str REGINALD gives three main reasons for this stricture — 
the confusion it causes among the rising generation by encouraging 
them to believe that efficiency is a matter of forms or formule; 
the misleading impression it gives to the public of what is possible 
‘in the field of political or economic administration’; and lastly, 
the errors into which the accountancy profession itself may fall 
by having imputed to it powers which it does not possess or lay 
claim to. By dint of constant and close association with top manage- 
ment, the accountant may come to believe himself capable of 
being an administrator in his own right in much the same way as 
the unhappy George IV persuaded himself that he had led a 
charge at the battle of Waterloo. | 

The last of Sır REGINALD'S reasons opens up an interesting 
theme for conjecture and there are probably many readers who 
will doubtless consider that, in the closing part of his address, 
he rates the adaptability of the accountant too low. While 
efficiency is, and always will be, a natural rather than a cultivated 
quality, the background and training of the profession is well 
calculated to bring out that latent aptitude for leadership which, 
like the field marshal’s baton in the soldier’s knapsack, lurks in 
every auditor’s briefcase. This is exemplified by the many 
accountants who have already distinguished themselves in other 
than purely professional roles and Sm REGINALD, despite his 
insistence on the difference between ‘comptroller’ and ‘controller’, 
is himself a notable example. . 
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INLAND REVENUE REPORT 


HE ninety-fifth annual report of the 
Commissioners of Inland Revenue, which 
covers the year 1951-52, has been pub- 
lished as a Blue Book!. Itself of record length 
(197 pages)-it marks a number of records. In the 
first place, the net receipt of all Revenue duties 
in 1951-52 was £2,375 million, well in excess of 
the receipts for any of the wartime years and 
£327 million higher than in 1950-51. Of this 
increase, £268 million was accounted for by 
income-tax, which also reached an all-time high. 
A third record is the number of persons charge- 
able with income-tax— 15,850,000. Another 4+ 
million had incomes above the exemption limit 
but were relieved from tax by personal allowances. 
Each penny of the standard rate produced £13 
million in 1950-51, while the average effective 
rate of income-tax levied on each pound of actual 
income was 34-7d, even after taking £83} million 
of exempt income into account. It has to be 
remembered also that in 1950-51 the tax rates 
were lower than in 1951- 52, and that sur-tax is 
not included. 

There is a continued rise in the number of sur- 


tax payers, although how much of this is due to 


prosperity and how much to the falling value of 
money is a matter for argument. In 1945-46 there 
were 164,000 sur-tax payers, in 1950-51 they 
numbered 245,000. However, by June 3oth, 1952, 
only 214,000 assessments had been raised for 
1950-51. The rise in numbers is confined to the 
ranges below £10,000; those with incomes above 
£75,000 are gradually disappearing. 

'The report gives the figures of the back duty 
drive, which we published in our issue of 
December 6th last. It observes that although the 
power to obtain information about untaxed 
interest, conferred by the Finance Act, 1951, did 
not come into effect before the end of 1951—52, 
its existence had already caused many taxpayers 
‘to disclose voluntarily the interest which they 
had not previously returned. It was in 1951—52 
that the Inland Revenue gave effect to the 
recommendations of the Departmental Com- 
mittee which was appointed to review the problem 
of evasion. The purpose of the recommendations 
"was to enable a larger number of less important 
cases to be settled on broad lines rather than a 
1 Cmd. 8726, H.M.S.O. 71. 





smaller number by detailed methods, and to give , 


the district Inspector authority to settle such 
cases without reference to the Chief Inspector. 

These cases include small traders (other than 
companies) not guilty of fraud, Schedule E 
taxpayers who have escaped tax on subsidiary: 
earnings, and taxpayers liable under Case VI, 
particularly on excess rents. 

' The other new feature is a series of tables (for 
1949-50) which classify incomes by locality, 
and which cover forty-eight pages. Тће locality for 
an individual is determined by his main place of 
assessment, which of course is not necessarily 
where he lives. One learns, for instance, that in 
Flintshire, Anglesey and Merionethshire, there 
were no persons with incomes reaching £5,000, 
while there were twelve ‘seamen’ (who are 
assessed at. Cardiff) with total 4 incomes in excess 
of that sum. 

There were no substantial anui in incihiods 
of staff training. Two hundred and seventeen 
Inspectors completed their courses and passed 
their final examination; 115 completed the first 


stage and passed the preliminary examination. 


In the previous years the corresponding figures 
were 267 and 244. Evidently the drive to in- 
crease the number of trained Inspectors has lost 
momentum. 'T'wo thousand one hundred officers 
attended courses of instruction in management 
and supervision. 

One Schedule which ought surely to be 
abolished is Schedule B, which produeed only 
£100,000 in 1950-51. A good deal of this will 
have been set off against Schedule D liability of 
the occupiers, so that the true yield is-even less. 
Except in the case of woodlands the schedule 
now has no real basis in logic, being a complete 
anachronism. 

Profits tax was charged for periods ended in 


“1950-51 on total profit of £2,210 million. Of this, 


£568 million was charged at the distributed rate, a 
proportion of 26 per cent. The corresponding pro- 
portion in 1947—48 was 27 per cent. Excess profits 
tax is-still being charged, 3,447 assessments being 
made in 1951—52, although of course the period 
of charge ended as long ago as 1946. 

Ап appendix to the report shows five new 
extra-statutory concessions and one extended one, 
and is reproduced elsewhere in this issue. 
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XXX 


.EXCESS PROFITS LEVY (CONTINUED) 


Paragraph 12: Repairs and Renewals 
Deferred from War Years 

| ARAGRAPH 12 is in effect а relieving 
Р designed in certain circumstances 

to increase standard profits wherever actual 
profits enter into the computation of a com- 
pany’s standard. During the standard period many 
established businesses were spending large sums 
on repairs which had been deferred owing to the 
difficulties of the war and immediate post-war 
period, and were thus depressing their own 
standard profits by expenditure which would 
normally have been incurred before 1947. Para- 
zraph 12 directs thatthe deduction in the standard 
years for repairs and renewals shall not exceed the 
proportion of the total of such expenditure in the 


period from January 1st, 1940, to December 3136, ` 


1949, which those standard years bear to that 
period. Thus the proportion will be 2/roths 
where the actual profits of two standard years 
enter into. the computation of the standard; 
1/10th where Section 38 (4) (а) is applied and the 
actual profits of only one year enter into the 
standard, and the excess over that proportion is 
added back in arriving at standard profit. 
Where the business was begun after January 
Ist, 1940, the denominator of the fraction is 
teduced accordingly, e.g. if the business was begun 
on January rst, 1943, the denominator is 7, and 
the fraction becomes either 2/7ths or 1/7th. | 
Although the business must have begun before 
January. 1st, 1947, there is no requirement that 
it should have been in existence during the war, 


still less is it necessary for repairs and renewals . 
to bave been in fact deferred, notwithstanding the - 


words 'deferred from war years' in the heading 
to paragraph 12. However the repairs and renewals 
must have been 'necessary to maintain assets 
in an effective working condition’. Thus revenue 
expenditure in the standard period which was 
wholly and exclusively for the purpose of the 
business may nevertheless be excluded from the 
benefit of paragraph 12 by reason of the fact 
that the expenditure was not necessary to 
maintain assets in an effective working condition. 

It may be that a company did in fact defer 
repairs or renewals during the war years and in 


. consequence applied for relief from excess profits 


tax under Section 37 of the Finance Act, 1946. 
This section inter alia permitted the taxpayer to 
require the Inland Revenue to spread the repairs 
etc. back to the years to which they were reason- 
ably and properly attributable. The section has 
been extended to cover expenditure incurred 
up to March 31st, 1954 (Finance Act, 1951, 
Section 39). Where a.requirement has been made 
under Section 37 of the 1946 Act, paragraph 12 
is excluded (Paragraph 12 (b)). Presumably the 
object of this exclusion is to ensure that the 
company does not get the double benefit of 
having expenditure allowed (once) for excess 
profits tax purpose and also having it added back 
in arriving at its excess profits levy standard – 
regardless of how long the excess profits levy 
lasts. This seems a little harsh. It is to be noted 
that paragraph 12 is automatically excluded if a 
requirement under Section 37 has been made, 
regardless of how successful such requirement 
was, or of its final effect on the excess profits 
tax liability. 

Example 19 (paragraph 12) 

" Company commenced business before 1940. 


Expenditure on repairs and renewals necessary to 
maintain assets in an effective working condition: 


pas Ist, 1940; to December 318%, 1949 . 10,000 

During 1947 .. š А 3,000 
During 194 2,000 
During 1949 1,500 


No claim made for excess cess profit ‘tax relief under 
Section 37 of Finance Act, 194! У 
(а) Profits standard 1947 and 1948. 














4 
Amount deducted in arriving at standard 
profits . 5,000 
Maximum (a/roths of " £10,000) 2,000 
Total added back 3,000 
Net increase in adjusted standard (2) ,500 
(b) Profits зна 1947 and 1948 but percent- 
age of capital substituted for actual profit 
of 1948 (Section 38 (4) (а)) - 
Amount deducted in arriving at 1947 profit 3,000 
‘Maximum (1/1oth of £10,000) .. 1,000 
Added back to 1947 profit 2,000 
Net increase in adjusted standard 1,000 


(с) Capital standard chosen 
No adjustment under paragraph 12. 


It will be seen that paragraph 12 constitutes | 
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another factor to be considered in deciding which 
of the many optional standards to choose for a 
particular chargeable period. 


Paragraph 13: Restoration of Assets 
in Japanese-occupied Territory 
Paragraph 13 contains another provision designed 
to assist companies operating in territory which 
was under Japanese occupation at some time 
during the years 1942 to 1945, inclusive. It 
prohibits the deduction of rehabilitation expendi- 
ture on assets in that territory in so far as such 
expenditure is to be met ultimately by the Crown 


or by any government or public or local authority. 


In the normal way rehabilitation expenditure 
will have been incurred in the standard years, 
which for such companies may include the year 
1950, while some of the public compensation may 
be received in a chargeable period. In the absence 
of paragraph 13 a double hardship might occur 
through the same transaction involving a reduc- 
tion of standard profit coupled with an increase 
in chargeable profit — by reason of the inclusion 
of compensation in that profit. 


Paragraph 14: Accounting Period 
falling partly before 1947 
As indicated in Example 12 in Article XXI (The 
Accountant, November 29th, 1952) an accounting 
. period beginning before 1947 but ending in 1947 
may enter into the computation of standard profit. 
It will be remembered that Part IV of the Finance 
Act, 1947, made substantial alterations in the 
rules for computing profits tax profit and that 
these alterations took effect as from January tst, 
1947. Paragraph 14 of the Ninth Schedule makes 
it clear that when the profit for an accounting 
period straddling that date is computed, the 
new profits tax rules are to be applied for the 
whole of that accounting period. The profit 
having been computed on that basis, the further 
adjustments required by the preceding paragraphs 
of the Ninth Schedule are made, and finally the 
profit for the whole accounting period is appor- 
tioned to 1947 in the manner explained in Article 
XXI referred to above. 


Computation of Profit: Special Cases 
The Ninth Schedule is not exhaustive of the 
special rules for computing profit for excess profits 
levy purposes. There are other provisions, but 
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these are confined to exceptional cases which can 
be more conveniently dealt with at a later stage. 
These fall under the following headings: 
Groups of companies (Sections 49 and 51 and 
Twelfth Schedule) 
Company owning 25 per cent of another 
company (Section со). 
Investment company (Section 52). 
Company producing minerals (Section 56). 
Local and public authorities and statutory 
undertakers (Section 57). 
Nationalized undertakings (Section 58). 
Sur-tax company (Section 59). 
Double taxation relief (Section 70). 


Section 46: Computation of Undistributed 
Profit and of Over-distributions 


Section 38 (3), which provides for adjustments 
to standard profits by reference to the amount of 


, profit undistributed or over-distributed, was dealt 


with in Article XXIII (The Accountant, December 
13th, 1952). It will be remembered that the 
period to be taken for the purpose of this compu- 
tation extends from the 'relevant date' to a date 
twelve months before the end of the chargeable 
accounting period in question and that, in general, 
12 per cent of the undistributed profit is added 
to the standard, with a corresponding deduction 
for an over-distribution. It remains to discuss 
Section 46 and the Tenth Schedule, which show 
how the quantum of undistributed profit or 
over-distribution is to be determined. 


Computation for an Individual 

Accounting Period 
Тће Tenth Schedule itself deals with the compu- 
tation of undistributed profit (or over-distri- 
bution) arising in a single accounting period. 
The meaning of ‘accounting period’ was dealt 
with in Article XX (The Accountant, November 
22nd, 1952). 

The Schedule lays down in complicated 
language a rule-of-thumb method of arriving at 
what is, in effect, the increase or decrease in the 
amount of capital employed in the period. It 
starts with the profit or loss for the period, as 
computed for levy purposes, takes out the ‘like 
with like’ adjustments, and then makes further 
adjustments for taxation and other outgoings and 
for distributions to members. 

(To be continued.) 
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INVESTIGATIONS—I 
GENERAL CONSIDERATIONS 


| Ру ANGUS MACBEATH, С.А., A.C.W.A. 


The accounting, auditing, and current taxation work of the practising accountant’s 

office today largely follows a well-defined routine course. Investigation work on 

the other hand, being more specialized and individual, takes the course called for 

by the conditions ander which it is undertaken. In this series, investigations are 

examined from the point of view of the practical work involved. This, the first 
article, considers the general problems which may arise. 


ANY years ago a learned judge said of 

A || the auditor that he was а watch-dog 

but not a bloodhound. It was a happy 
way of expressing the freeing of the auditor 
involved in the case, and the words used became 
a quotation better ‘known to accountants than 
parts of Shakespeare’s plays are to schoolboys. 

But the accountant does not always confine 
himself to auditing, and in other activities he may 
require to exercise his powers not only as a 
watch-dog but as a bloodhound as well. 

‚ One of the other activities which an accountant 
may be called upon to undertake is that of carry- 
ing through investigations for, on behalf of, or 
in respect of, clients. 

Investigations cover a wide field and may find 
the accountant delving through annual accounts 
for many years; poring over books and docu- 
ments in which, as auditor, he would take little 
or no interest; interviewing and interrogating 
staffs of firms; collaborating with the police, and 
constantly applying his accumulated skill in 
accounting and knowledge of current financial, 
legal and taxation matters. 


Types of Investigations , 

There are numerous types of investigation which 
an accountant may be invited to undertake. Those 
which will be discussed in these columns fall 
into five sections: 

a) Valuations. 

t Reorganization. 

(c) Examination of, or for, fraud. 

(4) Income-tax: back duty. 

(е) Cost investigations. 


` Each type of investigation has Из own problems, 
and the accountant must be ready to adapt him- 


self to the requirements of the situation. He who 
blunders in where angels fear to tread is unlikely 
to achieve popularity or recognition as an accom- 
plished investigating accountant. In many in- 
stances the people with whom the accountant 
has to deal will display a sad lack of knowledge or 


understanding of accounting matters; he there-- 
fore requires to exercise a full measure of patience 
and tact in the conduct of the work entrusted 
to him. 

There is in the field of investigations, as in 
other fields, a vast difference between theory and 
practice. The accountant full of theoretical 
knowledge may find himself the complete amateur 
in handling his first assignment in whatever 
branch of investigation work it may fall. Fortunate 
indeed is he who is able to gain experience as 
assistant on an investigation which is under the 
control of a capable, tried, accountant. 


Procedure of Work 


Unlike an audit, where the general layout and 
procedure follows a fairly regular pattern and a 
programme of work can therefore be drawn up 
after a visit to the office of.a new audit, an 
investigation follows no set course and the pro- 
cedure adopted will depend upon the circum- 
stances of each case and on the instructions 
received. 

A general programme can be laid down for 
each class of investigation, but the accountant 
who clings to a prearranged skeleton programme 
without adaption freely to the needs of the par- 
ticular investigation on which he is engaged, 
would be unlikely to produce an adequate or 
satisfactory report. 


Initial Points 
Before embarking on an investigation the account- 
ant should be well primed in the work which 
he has to undertake. Carte .blanche is seldom 
given in an investigation; the work to be done 
will be of a particular nature and the client 
should define his requirements in writing. ` 
It is wise, therefore, for the investigating 
accountant to make himself familiar with certain 
points before starting work and these points may 
be briefly summarized to three: 


(a) The instructions which are received. 
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. (B) The purpose for which the investigation is 
required. 
(c) The principals for whom the report is 
required. 
Tact and Speed 


Tact is necessary in dealing with staff who may 
not be aware of the work on which the accountant 
is engaged; in conducting inquiries with the 
auditors where the investigator is representing 
outside interests; in deciding how deeply to go 
behind the figures contained in audited accounts; 
and in the amount and nature of the information 

` which is eventually passed on to the client who 
has commissioned the work. 

А further attribute which an investigating 
accountant requires is speed. He should have the 
work under weigh soon after receiving the in- 
structions; should carry through the work ex- 
peditiously; and should prepare, complete and 
submit his report as quickly as possible. 


Here again the position is affected by the type . 


of investigation — some investigations may in- 
volve protracted examinations which may drag 
on over a lengthy period as, for example, in cases 
where fraud and taxation back duty are involved. 
Investigations dealing with valuations, reorganiz- 
ation, and costs, will usually require that the 
reports be submitted as rapidly as possible. 


^ Audit Compared 


In ап audit the individuality of the auditor is 
suppressed. To the outside world his work is 
hidden behind an audit report of stereotyped 
form and content. The accounts of.a company 
being audited are the accounts of the directors 
and to them goes the credit for a well-drawn set 
of accounts, or the odium for being old-fashioned 
and behind the modern style. 

The investigating accountant on the other 
hand may give full rein to his originality and 
individuality. The findings of his investigation 
are expressed in his report, and his capabilities 
are brought out by the quality of the report. 


The Report 
A briliantly conducted investigation can be 


completely ruined by a badly drafted report. On. 


the other hand, no matter how well-drawn the 
report may be, if the investigation has been 


badly handled it is difficult to produce a report ` 


which will not disclose to a well-informed reader 
the poor quality of the work. Writing a report is 
. not merely a question of literature. 

The position may be likened to that of the 
painstaking audit clerk who works carefully 
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through his audit work as laid down in the audit | 
programme, prepares neat audit schedules beauti- ' 
fully written out, but is found to have missed’ 
points of audit verification "which the skilled 
accountant locates as he goes through the copper- 
plate writing in the schedules. 
. So in writing a report one must avoid a mere 
exercise in good English: the facts must be taken ; 
into the report, verbiage should be completely ` 
eliminated and the conclusions should be built 
up and briefly yet adequately conveyed to the 
reader. 

Тће qualified accountant who can produce a 
good report is half-way at least to being a good 
investigator. 

Form and Content of Report 

The form and content of the report will naturally 
vary considerably in the different types of 
investigation and may vary in the same type 
of investigation because the accountant has to 
make his report in a form to suit the requirements 
of the client to whom he is reporting. Different 
clients may require more emphasis or less 
emphasis to be laid on particular aspects of the 
investigation. 

It is possible, however, to indicate the general 
lines along which the reports may go. 


Valuations of Businesses | 

In valuing the shares in a company, the report 
may commence by sketching the background of 
the company’s activities and produce а соп- 
tinding picture of progress from the date of 
incorporation, or earlier, up to the date of the 
report. Such a picture remains with the reader 
throughout the rest of the report so that the 
investigator is able to draw upon it freely in 
referring to assets, profits, economic conditions, 
and other points in the succeeding sections of 
the report. He is able also to use the picture as 
the background to the conclusions which he 
makes in arriving at his valuation. 


Reorganization 


_ When reporting on a proposed reorganization, 


the report may deal in great measure with the 
personalities connected with the company. Here 
the reporter must have the skill both to discuss 
weaknesses and strength and to bring his con- 
clusions out very clearly in such a way that the 
weaknesses are related to the causes which have 
created the need for reorganization. 

It may be, however, that the reorganization 
under examination is not concerned with person- 
alities but with finances. A capital reorganization 
would call for a report on the. existing capital 
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structure, on the manner in which the capital 
was invested in assets, or how the capital struc- 
ture could be amended, and the benefit which 
such amendment might bring to the company. 


Fraud 

A report on fraud should give the background, 
show how the fraud was perpetrated and what 
loopholes allowed it to happen; in other words, 
the report would not only disclose the full 
amount and extent of the fraud, but would show 
what precautions might have prevented the 
happening. The latter information will often be 
required in order that directors or other persons 
affected may consider any steps which may be 
taken to obtain some redress for the loss. 


Back Duty | 
A back duty tax investigation may not require 
a report in the normal sense. 

The accountant may be acting on behalf of á 
client who refütes a suggestion by the Inland 
Revenue Department that his accounts or 
returns may not have been accurate. 

The variations of such an investigation are 
legion, and may range from a.taxpayer who is 
appealing against an estimated assessment, to 
a case where the taxpayer presents himself as 
an ill-treated innocent, unaware that an investiga- 
tion into the affairs of another taxpayer has 
. produced evidence to condemn his protestations. 

Much of the work in this type of investigation 
may take the form of question and answer and 
the preparation of financial statements. 


Cost Investigations 
Cost investigations often require reports of a 
highly-skilled technical type, which may take 
the form of submitting costs in schedules attached 
to the report and of framing the report as an 
explanation of, and conclusion on, the cost 
schedules themselves. 

The report itself should be neat and tidily 
ordered, should be divided into sections and 
adequately indexed. Ready reference should be 
available from the detail and conclusions in the 
report to the schedules of accounting data 
appended, and from which the conclusions 
themselves are often drawn. 

Considerable assistance ‘to the well-ordering 
of a report is given if the working papers are 
kept on a file. Perhaps the best method is to keep 
them for the duration of the investigation on a 
ring file enabling new papers to be inserted at 
their proper place. After completion of the report 
the papers can be transferred to a fixed file. 
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The Investigator 
Who should carry through investigations? 

It will frequently be found in practice that 
individuals or firms establish for themselves | 
reputations for the quality of the work which 
they do in investigations. Аз in other walks of 
life the man with the established reputation 
attracts the client anxious to have the best 
assistance which is available to him. 

We all have our particular ‘flairs’ in work — 
some of us prefer trust accounting, some liquida- 
tions, others auditing, or taxation, or costing, 
and so on. 


Office Practice 

In the larger accounting offices it may be found 
that there are members of the staff who spend 
their entire working life in dealing with investiga- 
tions. At the other end of the scale accountants 
in the offices of small practitioners may go 
through their full career without ever having 
conducted an investigation of any type. One 
must assume that the average will lie somewhere 
between those two extremes. 


Ап investigation may be large enough to 
require several assistants or small enough to 
justify passing it over to one assistant. Whichever 
the position may be, care should be taken in the 
choice of staff for an investigation as all staff 
will not necessarily be suited to the work. 


'The writer recollects an instance where a 
clerk well-qualified in and accustomed to audit, 
work was sent to carry through a small cost 
investigation. Не made a very good job of 
auditing the costs submitted to him but omitted 
to apply to the work any skill as an investigator 
of the costs. 


The Complete Investigator 

We may visualize the complete investigator, 
therefore, as one who has a wide accounting ex- 
perience and knowledge, who is up to date with 
the progress in the profession, who has the 
ability to adapt himself to the requirements of 
the case before him, who knows how to set 
about obtaining the information necessary to 
enable him to reach a conclusion or to form an 
opinion, and who, lastly but by no means the 
least, has a 'flair' for report-writing. 

So much then for the general considerations 
in the undertaking of investigations. Ín the subse- 
quent articles we shall consider the special 
circumstances which apply in the conduct of 
particular types of investigation. 


(To be continued.) 
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NORTH AMERICAN COMMENTARY—XL 


Current Accounting Opinions in the United States and Canada 


by KENNETH Е. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 
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Journal of Accountancy, 
New York, November 1952 
Compliance with Auditing Standards 
HE accounting profession’s improvement 
.] in auditing standards and procedures in 

recent years has won the whole-hearted 
support of organized bank loaning officers for 
unrestricted independent audits by certified 
public accountants. But the editorial is disturbed 
by an announcement by Mr Arthur L. Nash, 
new chairman of the Robert Morris Associates 
committee on co-operation of bank loaning 
officers with public accountants, detailing ex- 
‚ amples of departure by public accountants from 
the recommended procedures. The American 
Institute of Accountants is reported as trying to 
find out how widely accepted standards are being 
observed. Each state society of certified public 
accountants has been asked to study audit reports 
in their files, and report the numbers of cases in 
which the recommended procedures have or 
have not been carried out. The editorial calls for 
compliance with auditing standards to have top 
priority in the accounting profession for the 
coming year. 


Bankers’ Requirements of Audit Reports 


At the end of the article referred to above, Mr 
Arthur L. Nash instances the following as im- 
provements required by banks in audit reports: 


With falling prices a proper audit should include 
information as to commitments and even a sum- 
mary of the net inventory position, where the 
client buys and sells a commodity without further 
processing. - 

The auditors should comment on contingent 
liabilities such as unavailed commercial letters of 
credit, guarantees, etc. The unamortised portion 
of pension-fund payments is an important con- 
sideration. 

The income statement should give as much 
detail as possible and the accounting profession 
should give attention to this. 


Mr Nash points out that the income-tax liability 
of partners is of particular concern to banks and, 
while he admits that this is ‘a difficult nut to 
- crack’, he commends to the auditors’ -attention 
the question of disclosure of even such liabilities! 


~ 


Ruanda of Disclosure for Changing Price 


Levels 

Mr Paul Grady, c.P.4., of Price Waterhouse & 
Co, strongly urges that the accounting profes- 
sion should assist in developing methods of dis- 
closure of profits due to falling dollar values, and 
should comment on the fairness of the presenta- 
tions made on the bases adopted. He suggests 
that the American Institute's committee on 
accounting procedure should now publish a new 
research bulletin superseding its former recom- 
mendations. It should not recommend departure 
from historical costs as the usual basis of account- 
ing, but disclosure of inventory profits due to 
price level changes and of the annual deprecia- 
tion provision adjusted to current dollar costs. 
For the former, opening inventories valued on a 
FIFO or average cost basis would be converted 
to closing prices, and gains on LIFO inventory 
liquidations during the year would be separated. 

'The depreciation adjustment would be made 
by the use of the consumers' price level index of 
the Bureau of Labour Statistics. Disclosure 
might be made: 

By footnotes to the financial statements. In this 
case the independent accountant should call atten- 
tion to any absence of disclosure. This would be 
an explanation rather than a qualification, at the 
present stage of development. 

By adjustments in the income statements, 
whether supplementary or regular. 

In comprehensive supplementary financial state- 
ments, both income statement and balance sheet, 
with all- items in current dollars, the net income 
and surplus being reconciled with the historical 
financial statements. 

The writer concludes with an exhibit showing 
the ratio of net income to equity capital for all 
United States manufacturing corporations, before | 
and after price level adjustments to inventory, 
fixed capital and depreciation from 1926 to 
1951. Only in 1926, 1931 and 1932 was the return 
greater, or the loss smaller, after than before 
adjustment. In 1951 the rate before is over 12 per 
cent and that after just under 7 per cent. The 
editorial calls for readers' comments on this 
article and says it is almost certain to receive the 
attention of the American Institute's committee 
on accounting procedure. 
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Lawyers and Accountants and Taxation 


The Tax Section of the American Bar Associa- 
tion and the American Institute’s committee on 
Federal taxation have along record of independent 
successful recommendations for the amendment 
of Federal tax laws. The editorial raises the 
question of closer collaboration between the 
professional societies of lawyers and accountants 
on the lines of the Canadian Tax Foundation, 
which was established in 1945 between the 
Canadian Bar Association and the Canadian 
Institute of Chartered Accountants. It has a 
full-time staff and is financed by voluntary dona- 
tions from business corporations and individuals. 
It conducts research in taxation, publishes its 
findings, organizes conferences and co-operates 
with government bodies in investigating factual 
data. It has a highly successful record and an 
excellent standing in business and legal circles. 


Averaging Income for Federal Tax 


On behalf of the American Institute’s sub- 
committee on long-range tax policy, Mr John S. 
Cowing, C.P.A., explains and comments on two 
plans which have been proposed for averaging 
income, to eliminate the injustices which result 
from the calculation of income on an annual 
basis. The first plan, proposed by a lawyer, 
Mr Francis Bravman, would divide the taxpayer’s 
life into averaging periods, e.g. 

youth up to 20 years of age; 

training period from 21 to 30; 

the productive period from 31 to 65; 

retirement after 65. 


A basic schedule of rates and brackets of income 
would be set up and the tax so calculated would 
be increased or decreased each year by applica- 
tion of a percentage to suit the Federal needs. 
The average annual income for the whole 
period to date would be determined each year. If 
the average income-rose in the current year the 
individual would ‘go back’ and pay what he 
would have paid in the previous years, if he had 


` had that average each year. If the average income 


declined he would ‘go back’ for a refund. Mr 
Grady comments that in the former case the 
averaging would result in less tax in the current 
year than now, because the top bracket income 
in the current year would be spread over the 
years in the averaging period and so would be 
generally subject to tax at lower rates. If income 
in the current year is less than the average the 
tax would, he says, still probably be less because 
income in the top brackets of prior years would 


А 


THE ACCOUNTANT 


-143 


. fall into lower brackets in the current year, and 


the credit for reduced tax in prior years would 
more than offset the tax in the current year on 
the difference between the current actual income 
and the average. 

Under the second plan, proposed by Mr Martin 
M. Spencer, c.P.4., the taxpayer’s whole life span 
would be made a part of one averaging period. 
Income up to the eighteenth birthday would be 
aggregated and treated as earned in a single year 
and so taxed. Thereafter the lifetime income 
divided by the adult age, і.е. from 18 on, 
would give the average lifetime income, and the 
taxpayer would have the right to elect to be 
taxed on this average. A nominal charge would. 
be imposed to discourage too frequent use of the 
average. The Treasury would need to provide 
pre-computed tables arranged in bracket form. 

This scheme, if practicable, would have the 
advantage, particularly for professional persons, 
of including the training period of low earnings 
as part of the averaging period. After Mr Grady 
has himself raised various questions and answered 
them he calls for comments from readers. Who 
is better equipped, he asks, than the practising 
accountant to shape the trends of income 
taxation? 


N.A.C/M. Bulletin, | 
New York, November 1952 
| ase Stock and LIFO for Inventories 


Mr Edward G. Carton, partner, Lybrand, Ross 
Bros and- Montgomery, traces the history of 
LIFO since its first legalization in the U.S.A. for 
use for income-tax purposes, in certain cases, 
after December 31st, 1938. He considers that 
the base stock method has much to recommend it 
over LIFO, if quantities over those considered 


. normal are priced on FIFO as is usual. He says 


that the acceptability of LIFO for tax purposes 
was due, in part, to its inflexibility and objectivity, 
but that this, together with the arbitrary division 
of a company’s history into years, has resulted in 
a good deal of difficulty in practical application. 
Thus it may result in increases in quantities 
above the normal being valued for years at the 
price at time of increase, thus failing to reflect 


properly the results of management’s handling of |. 


‘optional’ or ‘speculative’ stocks. 

Mr Carson says that several bills have been 
introduced in Congress, and that cases are pend- 
ing in the Courts, to grant to retailers the retro- 
active election to use LIFO, covering the years to 
1947, when the Hutzler decision gave the right - 
denied them until then. 
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The Canadian Chartered Accountant, 
Toronto, December 1952 

Companies Act Revision in Canada 
A special committee of the Canadian Institute 
of Chartered Accountants is said to be nearing 
the end of its preparation of recommendations 
for revision of the Dominion Companies Act of 
1934. It has also given evidence in connection 
with the Ontario Legislature’s Bill to amend 
Ontario company law, to.be introduced in the 
spring of 1953. The Dominion-Provincial Con- 
ference on uniform company law has been re- 
convened in Ottawa after five years, in an effort 
to achieve the greatest possible uniformity in 
the eleven statutes for the Canadian provinces 
and the Dominion. 


Are Receipts Income 2 
The editorial draws attention to decisions – one 
judgment of the Exchequer Court of. Canada 
and three decisions of the Income Tax Appeal 
Board -that amounts received by a taxpayer 
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from his business in a taxation year are income 
for tax purposes, even though they are subject 
to an obligation to furnish goods or services or 
make refunds in a succeeding year. 

Professor J. E. Smyth, C.A. of Queen's 
University, examines the most recent decision in 
the Capital Transit Lid case. He takes the 
accountant's definition of revenue as ‘the measure 
of the flow of assets intó a business. tn return for 
goods sold or services rendered’ and he shows that 
the Income Tax Appeal Board appears to have | 
ignored the words italicised, leaving, -in effect, 
the definition ‘revenue means receipts. He 
argues that this false premise invalidates the 
Board’s decision that a reserve for tickets out- 
standing must be disallowed because the Income 
Tax Act provides that reserves are permissible 
only for bad debts, depletion and depreciation.. 
The Board itself stated its opinion that the. Act 
is at fault, but Professor Smyth shrewdly, and 
surely rightly, attributes it to lack of accounting 
knowledge. 


THE INSPECTOR OF TAXES INTERROGATES 


THE CONTENTED BEE-KEEPERS 
by WILFRED TULLETT, F.S.A.A. 


The Editor "IUD та readers that the characters in the following article are purely imaginary 
and that no reference is intended to any living person. 


SCENE: An Inspector of Taxes’ office in the Cotswold 
country. The Inspector is standing, looking out at 
the distant ridge of the hills, the trees outlined 
against the deep blue of the afternoon sky. He turns 
as the telephone rings. 

INSPECTOR: Yes? 

CLERK: Two gentlemen are asking to see you, 

‘sir. They have not an appointment. They are the 
Honeycraft brothers. 

INSPECTOR (incredulously): Honeycraft brothers! 
-What do they do? 

CLERK: They keep bees, sir. 

Inspector: Well, welll I will see them. Send 
them up. 

(There ts a knock at the door, and two middle- 
aged men, one taller than the other, enter. They 
hesitate . . . and look at the Inspector.) 

INSPECTOR (encouragingly): Good afternoon, 
gentlemen. Please sit down. 

TALLER BROTHER: Good afternoon, Inspector. 
Our name is Honeycraft. I am Edward Honey- 
craft, and this із ту brother Tom. We are bee- 
keepers. 

INSPECTOR ( аер); So І ама How 
can I help you? 


Е. H. (diffidently): We have built up a nice 
little business, Inspector, and we love our work. _ 
We keep some twenty shops supplied with honey. 
Our business has prospered much better than 
we had dared to Hope, and now we have a good 
bank balance.: 

Insrecror: That must be very gratifying for 
you. Well? 

E. Н.: We have been considering – that is, 
brother and I have been considering — renting 
parts of numerous orchards so that . . . (pauses). 

Т.Н. (јосшату): We . . . we . . . can spread 
our wings a bit, Inspector, if I may say sol 

(All laugh, and the tension is broken.) 

E. H.: Before embarking on more out-apiaries 
we have several points in regard to income-tax 
which we would like to discuss with you. 

Inspector: As your business is increasing, I 
am very glad you have come to see me. What do 
you wish to know? 

E. H.: Firstly, can we dass our new Ба 
and rent of ground as expenses? 

INSPECTOR: You can charge the rent all right, 
but the-cost of the new hives—unless they are 
replacements of hives on which you have-had-no- 
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allowance – will be allowed for on a wear and 
tear basis spread over a number of years. You 
cannot charge the original cost. . 

E. H.: We were told that income-tax must be 
deducted from our ground rent. Is this so? 

INsPECTOR: Normally, yes, but not in your 
case. You are confusing ground rent with rent of 
ground. You will pay the rent gross as, I take it, 
you will be renting the ground for short periods 
only in any case. 

E. H.: That is true. We do move the bees 
from place to place. 

Inspector: Tell me: why is it that one sees so 
few hives on hills? 

E. H.: Oh, the reason for that is well known. А 
competent bee-keeper would never ask his bees, 
when they were loaded up, to climb as well! 

Inspector: So that's why it is. I should have 
known. Next? 

E. H.: If we buy a motor-brake to transport our 
hives and gear, and to take honey to the shops, 
do we get allowance for this? 

INsPECTOR: Yes: you will be allowed wear and 
tear on the brake, and running expenses, subject 
to a reasonable charge for private use. 

T. H.: That's something, anyway! And now, 
Inspector, what about our guns? 

INSPECTOR (startled): Guns! What on earth 
have guns to do with bee-keeping? 

E. H.: We usually get the right to shoot and 
sell rabbits, Inspector, and also to destroy vermin. 
We have two guns for which we paid {£50 each. 
Can we claim ‘wear and tear’ on the guns? 

Inspector: No. I do not think that guns are 
suitable items for ‘wear and tear’. 

Т. H.: But a good gun may last twenty to 
thirty years with care. Surely. . 

INSPECTOR (firmly): I am sorry, ‘but I am afraid 
that you would have to go to appeal on this, 
gentlemen. That is my opinion. 

E. H.: Oh, we will stand by your opinion. 
Next, what about artificial semi-combs? 

INsPECTOR (now getting out of his depth): 
Artificial semi-combs! What are they? 

E. H.: They are made of thin metal. They save 
the bees’ working time. They are partially made 
combs which the bees take to, and build out to 
full size by adding wax. > 

Inspector: Well, I didn’t know that! It seems 
to me to be a proper charge against income. I 
presume that you know that you can charge for 
such things as screw-top bottles, replacements of 
implements, labels, repairs to hives and extracting 
house, sections, veils and gloves? 

‚Е. H.: Yes. We do know that, and we have 
ele; med for these in the past. 


THE ACCOUNTANT 


115 


` Inspector: Bee-keeping seems а good occupa- 
tion to me. І rather envy you. 

E. H.: It ts a very satisfying life, and our little 
cottage is in a peaceful, lovely spot. It is always 
a joy to us to return home. 

T. H.: Yes, and whilst we have been away, our 
little workers have been making money for us. 
When we get back home we shall not be met with 
demands for higher wages or see strike notices 
on our hives! 

E. H.: And you cannot issue P.A.Y.E. code 
numbers to our workers, Inspector! (They all 
laugh.) | 

Inspector: I wonder what kind of flowers 
bees like? 

Е. H.: Crocuses, wallflowers, mignonette, 
thyme, sage, violets, flowering bushes, heather, 
most kinds of trees, and, of course, Melilotus 
officinalis. 

Inspector: Melilotus officinalis? I am afraid.... 

E. H.: Oh, that is the yellow melilot: it is 
sweet clover but the seed is now difficult to obtain. 

Inspector: Tell me: is it true that swarms are 
sometimes purchased by weight or has someone. . . 

E. H.: It is quite true, but the bee-keepers’ 
main efforts are directed to prevent swarms, and 
so increase the honey yield. In America, of course, 
they sell ‘package bees’ by weight from the south 
to the north, but these are not natural swarms. 

T. H.: Brother and I have been wondering if 
we could earn dollars by exporting honey. 

Inspector: By combining with other bee- 
keepers, it is certainly worth exploring, I would 
think. I cannot imagine any better honey than 
that which comes from the Cotswolds. 

E. Н.: I think I will bring it up at our next 
meeting of bee-keepers. But now we must be off, 
Inspector. We must get back to our apiaries. 
Thank you for your consideration to us. 

Т. H.: You have been very kind, Inspector... 
it...it... (hesitates)... 

E. H. (encouragingly): Yes, brother Tom? 

Т. Н. (chuckling): We being bee-keepers, and 
the Inspector being so kind . . . it... it... 
kind of takes the sting out of the tax, if I may 
say so! 

(All laugh heartily. The Inspector shakes hands 
with his two visitors, and conducts them to the door. 
Just then a bee buzzes in through the window, and 
settles on the Inspector's blotting pad, pauses, and 
ји out again.) 

INSPECTOR (musingly): ‘The singing masons, 
building roofs of goldl' (Then, as his mind travels 
back over the years to another who loved bees) 

‘Stands the church Clock at ten to three. 

And is there honey still for tea?' 
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EFFICIENCY AUDIT 


‘A MISLEADING AND DANGEROUS TERM’ 


by SIR REGINALD WILSON, В.СОМ., СА. 
Comptroller of the British Transport Commission 


HE London Chapter of the Institute of Internal 

Auditors held a luncheon on January 7th at The 

Kingsley Hotel, London, WC, at which an 
address was delivered on the subject of ‘Efficiency 
audit’ by Sir Reginald Wilson, B.COM., C.A., 
Comptroller of the British Transport Commission. 


Mr A. L. Watson, President of the ae who 


was in the chair, briefly intro- .. 
duced the speaker. ^. 
Sir Reginald Wilson: Mr 
Chairman and gentlemen, you 
may perhaps wonder why I 
should have chosen, for a brief 
after-luncheon address, a wide 
and controversial title like 'Effici- 
ency audit'. It may also seem a 
little foolhardy. However, I do 
not propose to lecture the mem- 
bers of your Institute about the 
techniques of their profession, 
and about the contribution which 
internal auditing makes towards 
efficiency generally. All I am 
going to do is to talk about the 
aptness or otherwise of the all- 
too-popular phrase ‘efficiency 
audit', and about the misunder- 
standings which it produces. 


What is an Audit? - 


Suppose we look first at the word 
‘audit’. Are we clear in our minds 
what the word ‘audit’ means in 
the ordinary way and to the 
ordinary person? There is obviously a danger that 
we may turn it into a term of art for our own private 
uses, and, in any case, even in its proper sense the 
word covers a variety of differing processes and 

- responsibilities, whether external or internal to the 
undertaking. 

Essi, audits may be as diverse from each other 
as checking newspaper circulations or examining the 
consolidated annual accounts of a world-wide 
combine, but in general we may say, I think, that the 
distinctive feature of all external audit is that it aims 
at providing a precise answer, yes or no, to a straight- 
forward question - Has a true and fair statement 
been made? We cannot even reply, as in Scottish 
criminal cases, that the verdict is ‘not proven’. The 
statement is correct or it is incorrect, it is right or it 
is wrong, and the answer is a question of fact. 
Audit certificates are usually qualified by the phrase 
‘in my opinion’, ‘but this is normally an excess of 
buoy or a concession to prudence ~ more often 


the latter – and no auditor who has put his name to 
a balance sheet or report will be likely to admit that 
it reflects anything but what he can call ‘facts’, or 
well-understood conventions as to facts. 

Nor is the internal audit very different in this 
respect. Facts need not always be stated in figures, 
of course. There can be questionnaires to which the 
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јаше answers ought to be simple 
E | enough to be questions of fact. 
1 There are procedures which are 
sufficiently elementary to be 
capable of exact description, and 
it is then possible to ‘audit’ 
whether the procedure is being 
followed. This is true even of 
certain factory operations if they 
are simple enough. А great many 
things in the-internal life of an 
undertaking are thus capable of 
audit, and there is here, in my 
view, a considerable field for the 
internal auditor to practise in. 
But the word ‘audit’ still brings 
with it its normal sense of some- 
thing ensuring a straightforward 
answer to а straightforward 
question which does not involve 
a high element of imponderables 
and of complications generally. 

But life becomes more com- 
plex the higher we go. The level 
makes all the difference. This is . 
as true of the business world as 
it is of animal life, and what 
we are pad discussing today is life as it is lived 
at the higher levels, since the term ‘efficiency audit’ 
is normally taken to imply an examination of complex 
operations on a considerable scale, primarily from the 
point of view of management. We are not discussing 
the efficiency of a steam engine or a single-celled 
organism, but of subtle groupings of operations from 
different levels and of varying complexity. We are 
discussing human beings, since their personal 
efficiency or inefficiency is almost a determining 
factor. We are largely out of the realm of facts or 
physics and into realms where we may find it hard 
enough even to define our criteria of efficiency, let 
alone invent units of measurement for them. 


Stretching the Word 


If we can measure neither the ‘input’ nor the ‘output’ 
of the brain, how can we issue audit certificates, or 
put ticks on audit questionnaires, about states of 
mental efficiency (e.g. the flexibility of policy)? Still 
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, less can we audit, by exact technical processes, such 


qualities as leadership, courage and foresight, all of 


! which are absolutely indispensable to the efficiency 


' of management. 


' confuse the rising generation, and this is a 
„sin in itself; secondly, the public are certainly misled 


' As 


Therefore we cannot ‘audit’ the ‘efficiency’ of any 
large business organization as a whole, and especially 
we cannot audit the efficiency of the top levels of 
management, or any other aspects of organization 
which are imponderable, elusive or subtle. The word 
‘audit’ can be properly applied only to the checking 
of the factual or mechanical aspects of the under- 
taking. То use the word ‘audit’ to imply more than 
this is to stretch its true meaning further than it 
will go. 

'This undue stretching of a word may seem of 
small consequence, and I will therefore advance three 
reasons, which seem to me important, why the use of 
the word 'audit should be avoided except in its 
proper and best-understood sense. First, we may 
eat 


by the term, and tend, as a result, to come to some 
rather naive and dangerous conclusions about what is 


. possible in the field of political or economic adminis- 


tration. Finally, if we are not careful, we may our- 
selves be led into grave error, and may not only do 
our profession some harm in the process, but may 
also retard efficiency rather than help promote it. 


False Implications 


ds the rising generation, the danger is that by 
bringing them up on such concepts as efficiency audit 
we shall encourage them to believe that efficiency is 
a matter of forms, or at any rate of formulae, of 
procedures, of set propositions, of techniques, and 
the many other outward trappings or vehicles which 
aid efficiency, but which are by no means the same 
thing as efficiency itself. If the young men of today 
are brought up to believe that efficiency consists in 
such things, in these outward and visible signs, then 
the outlook for these young men, and for the future 
with them, is black indeed. These things are not the 
mainspring of efficiency. Efficiency, it seems to me, 
can only exist where there is a healthy combination 
of the physical, mental and spiritual forces of a 
human being or a business entity, and it entails a 
capacity and determination to develop and to adapt 
further. Efficiency is not a high-level plateau to which 
we can be guided once and for all, and there rest. 


' Efficiency implies a state of change, not something 


static. 

One is reminded of a remark by the late Lord 
Keynes to the effect that exuberant inexperience is an 
essential prerequisite of success. Efficiency manifests 
itself through the will-power, through a purposeful 
discontent, through a constant struggle towards the 
horizon which, one knows well enough, is unattain- 
able. In the ultimate, it is the capacity to survive. In 
some ways efficiency is like freedom, which consists 
of a precarious and shifting balance between long- 
term gain and short-term sacrifice, between the 
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life-preserving inferiorities of anarchy and the death- 
dealing perfections of dictatorship, between forces 
еф and forces negative; and the price of efficiency, 
e the price of freedom, is eternal vigilance. 
My great fear is that full efficiency of the planned 


` variety is a kind of freezing to death. Or at least it is 


the beginnings of decline and fall. The animal which 
reaches a state of high efficiency for its own purposes ` 
of living, and then formalizes and standardizes this 
efficiency into a set pattern, has reached its zenith; 
when its environment changes, as will certainly 
happen, it is doomed to fall back in the race from 
that point onwards. The large business, or the big 
public school, or any well-established organization, is 
subject to the same law. 

If all this be true, it is a pity to talk about ‘auditing 
efficiency’, and to encourage young men to think that 
by training themselves in a whole series of techniques, 
technical dodges and technical gadgets, they will be 
fitting themselves to stand ultimately at the right hand 
of management as its advisers, or to penetrate into 


.the mysteries of the art of management. To equip 


themselves for such a status they must seek education 
on a much wider basis, and develop those qualities 
and characteristics upon which top management 
ultimately depends. I am talking of the large organiza- 
tion, of course, and I do not decry the technical 
aids to efficiency. АП І say is that they are not enough. 


An Exceptional Efficiency Report 


Perhaps I may quote, as an example, certain extracts 
ров e аи report which recently fell into my 

Apparently the organization of the Royal 
Festival all had been the objective of the investiga- 
tors, and they must have been present at one of the 
orchestral performances, since they made the follow- 
ing comments: 

*For considerable periods the four oboe players 
-had nothing to do; the numbers should be reduced 
and the work spread more evenly over the whole of 
the concert, thus eliminating peaks of activity. 
(Laughter.) All the twelve first violins were playing 
identical notes; this seems unnecessary duplication. 
The staff of this section should be drastically cut ~ 
if a large volume of sound is required, it could be 
obtained by means of electronic amplifier apparatus. ' 
(Laughter.) 

‘Much effort was absorbed in the playing of 
demi-semi-quavers; this seems an excessive refine- 
ment. It is recommended that all notes should be 
rounded up to the nearest semi-quaver. If this were 
done it would be possible to use trainees and lower- 
grade operatives more extensively. (Laughter.) 

"There seems to be too much repetition of some 
musical passages. Scores should be drastically 
pruned. No useful purpose is served by repeating 
on the horns a passage which has already been 
handled by the strings. It is estimated that if all 
redundant passages were eliminated the whole 
concert time of two hours could be reduced to 
twenty minutes, and there would be no need for an 
interval. (Laughter.) 

‘The conductor agrees generally with these 
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recommendations, but expresses the opinion that 
there might be some falling-off in box-office receipts. 


In that unlikely event it should be possible to close: 


sections of the auditorium entirely, with a conse- 

quential saving of overhead expenses -— lighting, 

attendants, etc.’ (Laughter.) 

Well, this is the festive season ahd we must not 
take this report too seriously. I am prepared to say, 
however, that the investigation unit which had the 
humour to issue this skit on itself was obviously in 
robust health, and probably highly efficient for just 
that reason. 


Public Dangers 


1 must turn now to my second point – the effect on 
the public of using the word ‘audit’ in the wrong way. 
There is a growing public inclination to believe in 
supermen, and to demand that they shall evolve 
plans and systems of regulation which will relieve 
the ordinary citizen from the painful necessity of 
thinking and struggling for himself. To be really at 
ease, however, the public would like to be assured 
that super-audit men are available to keep the other 


have the proper techniques at their disposal and must 
apply their scientific and infallible audit tests to 
pronounce on what is wrong and all will be kept in 
order. It is as simple as having your motor-car 
overhauled. Personally, І do not think we should give 
the public the reassurance they desire. 

The misconception starts, no doubt, from thinking 
that management or business is a science, whereas it 
is mainly an art, but misconceptions of this kind do 
not stop with the simpler members of the public. 
There are too many persons, otherwise by no means 
simple, who imagine that by the production of 
sufficient statistics, sufficient mathematical calcula- 
tions, and reports here or there, they will be put into 
a position to ‘control’ the efficiency of a vast combine, 
for example. Apparently a panel of statistical light- 
bulbs in a back room is all that is required, plus a 
bright back-room boy, of course, and a running 
efficiency control or audit of a major industry, with 
human complications and personal relationships of 
the most subtle and significant order, is regarded as 
in being. From the ‘efficiency’ of such efficiency 
audits and all their perils and dangers, may we be 
delivered] 

Much the same sort of over-simplification lies 


behind the demand, heard in Parliament and outside, ' 


for a super-audit body which shall do a regular 
efficiency audit of nationalized undertakings. Docs 
this not ignore the facts of life, and is it not imprac- 
ticable and even dangerous? No doubt we are 
faced with a -grave problem in maintaining the 
efficiency of all large undertakings, including national- 
ized undertakings, but a super-audit by experts is 
not the answer. It is only the man with a profound 
and sympathetic understanding of the difficulties of 
life generally, and of the government of large-scale 
enterprises in particular, who is likely to come near 
the root of the kinds of trouble from which such 
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undertakings mainly suffer. There are very few such 
men, and they are too busy on their own jobs: to 
devote the months and months of quiet observation 
that would usually be necessary before they could 
come to a sound set of conclusions in any particular 
case. 

Auditors, Measurers and Managers 


I must proceed to my last point. We shall, I think, 
reduce the contribution which our profession has to 
offer, unless we are reasonably clear about the limits 
of our role. 

We are primarily men of account, and men of 
figures, in which I include the assembling of figures 
in all their forms, financial, statistical, actuarial, 
costing or otherwise. We set out to measure and, 
since measurement is often the beginning of know- 
ledge, the figures we can produce are important. By 
our training, also, we ought to have.learned to take 
nothing for-granted, and to be reasonably objective. 
'The field of audit, through which most of us have 
worked our way, provides excellent discipline. As 


| .was pointed out in a recent article in Accounting 
supermen up to scratch. The super-auditors must -- 


Research, the interna] auditor has evolved from the _ 
clerical checker — note the word ‘checker’ – to become 
a technical specialist, and from that he often evolves 
into a business analyst. As men of figures, therefore, 
we have a great deal to offer management in its 
strivings after efficiency. 

But there are many other forms of managerial 
control, all of them of great importance, and few of 
them can suitably be weighed and criticized by a 
person merely because he has been trained as a man 
of figures, however widely. There are vital matters 
such as personnel work, technical development, 
investment policy, market research, public relations, 
and so forth, quite apart from matters of structure 
and organization, and the mammoth undertaking of 
today may have constitutional problems on a scale, 
and of a complexity, which rival those of the sovereign 
state of a century or two ago. The man of figures is 
not justified, therefore, in aspiring.to be mayor of 
the palace. 

It may be that American thinking is tending in this 
direction, but I think we should, in this country, 
beware of the concept of the all-powerful controller, 
quondam auditor. If we spell the word slightly 
differently, with a ‘p’ in ue ‘this will make it clear that 
we do not réad to too far from our own 
particular field, which is he employment of figures in ' 
the checking of facts or the ascertaining of facts, and 
even in the weighing and relating of facts and the 
drawing of conclusions from them, a process which 
implies a subjective assessment and therefore goes 
strictly beyond the word ‘audit’, though it is still, in 
my view, within our sphere as men of figures. 

No doubt it is true that the manager of the large- 
scale organization today must be better at absorbing 
figures than his grandfather need have been, but it 
does not follow that the man trained in figures will 
automatically be good at management. Still less is the 
aüditor likely to do well in the art of Managemen 
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simply because he is a good auditor. (Incidentally, 
the same truth holds of the many technical specialists 
who mount, via their own particular departmental 
ladders, into the realms of management.) If there is 
something neutral in figures, there is something almost 
negative in audit, which acts as a regulator or a 
control, whereas the basic managerial problem in 
this country today is to stimulate and free the 
creative, unstandardized and inevitably wasteful 
forces which are essential to survival. 


The ‘Positive’ Approach 


I am not saying for a moment, of course, that the 
internal auditor should not attempt to be as positive 
as possible in his outlook. It is the job of every 
man-jack in the organization to assist the management 
in this way. Where the undertaking is very large, the 
management itself must be divided up into sub- 
managements of various kinds, either geographical or 
functional, or both, and it will be necessary to set up 
special branches to inspect, supervise and guide the 
units of submanagement. Many devices are needed 
if the efficiency of a large-scale organization is to be 
preserved. The clear-eyed internal auditor or fact- 
finder or critic is invaluable at all levels, from the 
check of a perfectly simple and isolated operation at 
the lowest level, to the survey of methods and 
techniques at the intermediate level, and to the 
high-level responsibility involved in administering 


control frameworks of a figure nature for the businses 
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as a whole. The good man will often find himself 
transferred, at some place or level, into the managerial 
team or its equivalent, and even into top management. 
But it is the man who is promoted, not his techniques 
or the ordinary functions of his profession, and no 
man who is advising or assisting or attempting to 
Shape the functioning and efficiency of management in 
any very 'positive' fashion can remain an auditor in 
the real sense; his mental climate must change, as 
I have hinted, and the impartiality required of an 
auditor can no longer be maintained. 

On this note I will close, but I hope I have said 
enough to start the discussions which, I understand, 
are now to follow. My simple point is that the term 
‘efficiency audit’ is misleading and dangerous. There 
are plenty of more accurate terms available for use, 
according to the particular kind of survey, review, 
inspection, investigation or criticism under reference, 
and efficiency audit should be excised from our 
vocabulary. Underlying this simple point, however, 
is the important proposition that efficiency is not 
primarily a question of systems, controls, brakes, 
balance-wheels — call them what you will; these are 
secondary and, in the long run, efficiency is only 
produced and maintained if each individual and each 
part of the organization is left reasonably free to 
work out, intelligently, its own reasonable degree of 
efficiency, and if, above all, we instil the essential 
human urge and determination to put this freedom to 
proper uses. (Applause.) 


WEEKLY NOTES 


The Institute's Examinations 


At the examinations of The Institute of Chartered 
Accountants in England and Wales held in November 
1952, there were 1,008 candidates for the Final, of 
whom 468 (46 per cent) passed, and 539 failed, 
with one аа In the May 1952 examina- 
tions, 44 per ce 

The First Cohan of Merit, the Institute Prize, 
the Walter Knox Scholarship, the Frederick Whinney 
Prize, the O. C. Railton Prize for the year 1952, and 
the Plender Prizes for.the Advanced Accounting 
(Part I) paper and the General Financial Knowledge 
and Cost Accounting paper, were awarded to 
Mr Ernest Barry Palmer, of London. 

In the Intermediate examination there were 932 
candidates, of whom 425 (46 per cent) passed (in 
May 1952, 48 per cent passed) and 507 failed. The 
First Certificate of Merit, the Institute Prize, the 
Stephens Prize and the Plender Prize for the Auditing 
paper were awarded to Mr Derek Richard Gray, of 
London; and the Second Certificate of Merit to 
Mr Richard Wendell Jones, of Canterbury. 

In the Preliminary, a total of 171 candidates sat; 
of these 59 (35 per cent) passed and 112 failed. In 
the May 1952 examinations, 40 per cent passed. Mr 
Andrew Lawrence Blakesley, of Great Yarmouth, was 
First in Order of Merit and gained the Institute 


Prize and the Deloitte Prize for the year 1952. 
The names of successful candidates in all three 


examinations, together with a summary of the results, 


appear elsewhere in this issue. 


'The Society's Examinations 


The results of the November 1952 examinations of 
The Society of Incorporated Accountants and 
Auditors have now been announced. 

In the Final examination, which was divided into 
two parts in November 1951, honours were awarded 
to five candidates, the First Certificate of Merit and 
First Prize being won by Mr Joseph Askew Hedges, ` 
of Canterbury. The Second Certificate of Merit and 
Second Prize were awarded to Mr Peter John Gibson, 
of London; the Third Certificate of Merit and Third 
Prize to Mr Brian Shaw, of London; the Fourth 
Certificate of Merit to Mr Raymond Bates, of 
Newcastle-on-Tyne; and the Fifth Certificate of 
Merit to Mr Charles Frederick Mervyn Hawkins, 
of Bristol. As a result of the examinations, 253 can- 
didates completed their Final examination and are 
eligible for election to membership. 

In the Intermediate examination, honours were 
awarded to twelve candidates, the First Place Certifi- 
cate and First Prize being won by Mr Peter Laverton 
Martin, of Nottingham. The Second Place Certificate 
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and Second Prize were awarded to Mr Edmund 
Ronald Kermode, of Liverpool; the Third Place 
Certificate and Third Prize to Mr Norman Girling, 
of Lagos; and the Fourth Place Certificate to Mr 
John Frederick Woods, of Walsall. There were 
425 candidates for the examination, of whom 341 
(47 per cent) passed and 384 failed. 

In the Preliminary, 133 candidates sat; of these 
40 (30 per cent) passed and 93 failed. Of the 40 
candidates for the Modified Preliminary, 20 were 
successful. 

A list of the successful candidates in the Final 
(Parts I and II) examination, together with a complete 
summary of the results, appears elsewhere in this 
issue. 


The Institute of Municipal Treasurers and 
Accountants’ Examinations 


There were 672 candidates in the November 1952 
examinations of the Institute of Municipal Treasurers 
and Accountants, of whom 187, or 28 per cent, were 
successful, 

In the Final examination, the First Place, ‘Collins’ 
Gold Medal and the Institute Prize, were won by 
Mr Ernest Pierre Wall (Gloucester C.B.) The 
Second Place and Prize were awarded to Mr Gilbert 
John White (Berkshire C.C.), and the Third Place 
and Prize to Mr Burton Harry Frederick Johnson 
(South Eastern Electricity Board). 

In Part A of the Final examination, the ‘Philip 
Howes’ Memorial Prize for Local Government 
Finance and the ‘John Elliott? Memorial Prize for 
Advanced Accountancy were awarded to Mr Ernest 
Pierre Wall. 

In Part B of the Final examination, the President’s 
Prize for the highest marks was won by Mr Frederick 
Thomas Haynes (Camberwell M.B.), and the ‘G. A. 
Johnston (Dundee)’ Prize for Statistics by Mr 
Gordon William Calvert (Manchester C.B.) 

There were 268 candidates for the Intermediate 
examination, of whom 72 (27 per cent) passed. The 
First Place and Prize were won by Mr Richard 
M Ritchie Bence (Burton upon Trent C.B.), 
and the Second Place and Prize by Mr Eric Trevor 
Stenning (Coventry C.B.). 

A list of successful candidates in the Final (Parts A 
and B) examinations, together with a summary of the 
results, appears elsewhere in this issue. 


Plan for National Accounts 


The Organization for European Economic Co- 
operation has just issued a long report on the theory 
and mechanics of a standardized system of national 
accounts.? National accounting is designed to present 
what the foreword describes as ‘a comprehensive and 
consistent picture of a nation's economy in quanti- 
tative terms' during a given period. 

А countrys business and trading activities, 
internal and external, are classified into relevant 


1 Д Standardized Systén of National Accounts (O.E.E.C.). 
obtainable from H.M.S.O., price 4s- 


THE ACCOUNTANT 


January 31st, 1953 


groups, called ‘flows’, which are integrated into a 
complete system of accounts and tables. The accounts, 
six in number, correspond approximately to the 
ordinary financial statement except that they are 
divided (in the given example) into the three sectors 
of the national economy represented by business 
enterprises, by general government and by private 
households and private non-profit institutions. 
Details of these accounts are elaborated in a series of 
ten standard tables. 

National accounting, in a more modified form, was 
first tried out in 1950 and 1951 and was found by the 
Organization to be a most useful instrument in the 
work of preparing international financial statistics, 
both for economic analysis and for policy formation. 
‘The day when a world trading, and profit and loss 
account, and balance sheet become a reality may not 
yet have dawned but it would appear from this 
interesting, if somewhat involved, publication that 
the mechanics for such a mammoth consolidation are 
already well on the way to being perfected. 


Machine Tools Productivity Report 
Although productivity in the machine tool industry 
in America is not so high as it should reasonably be, 
it is, nevertheless, more satisfactory than that of the 
industry in country, principally because of 
wider and better application of the science of ‘design 
for production’; a more realistic approach to 
‘accuracy’ and ‘finish’; greater use of material 
handling facilities; better machinability of the steels 
and cast irons used in production; more accurate 
balancing of plant capacity and planned load; and 
better servicing by the machine operatives. This is 
one of the conclusions reached by the team represent- 
ing the British machine tool industry which visited 
the United States late in 1951 under the auspices 
of the former Anglo-American Council on Produc- 
tivity in its report published last Monday.® 

Commenting on costing and costing control, the 
team states that, in the majority of plants visited, 
actual costs were obtained by job costing methods 
and then compared with standard costs based on 
time-studies, on assessments prepared by estimating 
or rate-fixing departments or on past performances. 

In the preparation of control figures, speed was 
generally preferred to complete accuracy. Rapid 
presentation of information was facilitated by the use 
of punched-card methods although some plants of 
considerable size regarded this technique as too 
expensive. It was found that cost figures were made 
readily available to charge hands who appeared to 
have a good understanding of their meaning and 
purpose. The aid of budgetary control, in one form 
or another, was also enlisted in most plants although 
one firm had drop it in the case of materials 
because of continually changing prices. 


! Obtainable (price 3s 6d post free, excluding air mail) 
from the British Productivity Council 21 Tothill Street, 
SW1, or from The Machine ‘Tool Trades Association Inc., 
Victoria House, Southampton Row, WC1. 
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FINANCE AND COMMERCE 


Stock markets continue relatively firm and investment 
business shows signs of expanding. The strength of 
sterling and the improving revenue figures make for 
a gradual return of confidence. Advance in values is 
not spectacular and is the more reliable for not being 
so. Slow plodding improvement is expected to 
continue. 


R.A.D. Accounts - 


This week’s reprint of the accounts of The Royal 
Academy of Dancing makes a useful break from the 
established company series. There are probably 
many accountant-parents with young dancing daugh- 
ters who will be interested to see the accounts of the 
institution that regulates the profession of dancing. 
For others, it provides an example of the form of 
accounts adaptable to fit a wide range of circumstances. 

'The Royal Academy of Dancing is a body incorpor- 
ated by Royal Charter and under the patronage of 
H.M. Queen Mary. Its president and vice-presidents 
bear the highest names in the profession and there 
is at least one accountant on its executive committee, 
Mr Goodwin Isitt, O.B.E., F.C.A. 

It has not been possible to incorporate in these 
accounts the oversea branches accounts for the year, 
as the accounts from several branches had not been 
received. There. was under this head, however, an 
excess of income over expenditure of £1,239. 


*Hollerith' Dual 


Personal opinions on the dual balance sheet form – 
and we have heard many — seem to depend very much 
on custom and the extent to which one is willing to 
depart from it. In the Turner & Newall example 
reprinted last week, the consolidated and parent 
figures were given to the right of the narrative, the 
place that traditional book-keeping gives figures, both 
in the books of account and in the final accounts. 
This week, we have received the accounts of 
The British Tabulating Machine Co Ltd, in which 
the dual balance sheet form is used but with the 
consolidation to the left and the parent to the right 
of the narrative. The effect, we feel, is not quite so 
good. It would have been better had the positions 
been reversed so as to read normally from narrative 
to consolidated figures, the more important of the two. 
The Turner & Newall style, however, as we des- 
cribed it last week, with a green background for the 
arent figures to the extreme right, is still better. 
British Tabulating Machine, of course, is the 
producer of the Hollerith punched-card machinery. 


Retentions 
Attention is drawn by Mr Manley Cooper, chairman 
of Hills (West Bromwich) Ltd, manufacturers and 
engineers to the building trades, of the effect on the 
company's financial structure of the practice in the 
building industry regarding 'retentions' to be held 


during and after completion of a contract. In today's 
conditions of financial stringency, he says, this matter 
is one of considerable importance. He points out that 
the amount of the company's capital now tied up in 
retentions is a sum considerably in excess of £100,000. 

Many people and organizations in the building 
trade, says Mr Cooper, have given their attention to 
this matter, which has also been considered at 
Governmental level, but it is a difficult matter to 
break down a practice established over many years 
in the building industry. He suggests as an alternative 
system a form of guarantee bond in substitution of 
the withholding of moneys by way of retention under 
building contracts. 

It does seem curious that with the wide resources 
of the insurance market ready to guarantee contingent 
liabilities of various kinds, something of this sort has 
not been developed. 


Five-year Valuation 


A feature of the accounts of The Yorkshire Copper 
Works Ltd is the quinquennial valuation of the fixed 
assets, which now enters on its second five-year 
period. The second valuation at July 3186 1952, 
produced a surplus of £880,966, which has been 
taken to capital reserve. Fixed assets now appear at a 
total of £2,462,821. The present valuation will be 
maintained until 1957, when a fresh valuation will 
again take place, the capital reserve being adjusted 
upwards or downwards according to whether values 
have risen or declined. . 

The main purpose of this periodical valuation is to 
provide for depreciation on current values instead of 
on cost. Col. Gilbert P. Norton, the chairman, says 
that the method so far has produced ‘entirely satis- 
factory results’ and under present conditions 18 more 
suited to the requirements of the business than the 
continued. use of values based on cost. 

The Inland Revenue, of course, continues to tax 
the company on what the chairman calls ‘illusory 
profits’ and the position, he says, has been made worse 
by the excess profits levy. The last revaluation of 
fixed assets has the effect of increasing the charge for 
depreciation by some £70,000 a year, so that the 
company must earn an additional £280,000 to 
maintain its profits — ‘£70,000 for depreciation and 
£210,000 for income-tax, profits tax and excess 
profits levy on the illusory profit which this £70,000 
represents’. 


Money Market 

Applications for Treasury bills on January 23rd 
totalled {285,280,000 and maintaining the bid at 
£99 8s the market obtained 49 per cent. With these 
figures showing little change from the previous week, 
the average discount rate was virtually unaltered at 
£2 7s 1r'47d per cent. This week's offer is [190 
milli 


on. 
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THE ROYAL ACADEMY OF DANCING 
Balance Sheet, August 3156, 1952 

















Current Liabilities £ s d £ s d Current Assets £ s d £ s d 
Bank Overdraft Er ase sis .. 6462 8 I Cash at Bank and In Hand .. v "m 315 410 
Sundry Creditors .. es - + 2179 15 Debtors and Payments In Advance... .. 1,405 4 3 
Ў —————— 8564! 9 6 Stocks of Music, Records, Books, etc. 2,91 2 3 
Provision for Amortisation of Leasehold Investments (Approximate Market Value at 
Property, Fairfield Lodge, and Expendi- August 3156, 1952,-£8,139) . 5: .. .. 904 l6 1 
ture thereon a E НЕ Ју 5,000 0 0 7 —————— 13,616 7 6 
Surplus Account Freehold Property, Fittings, Furniture, 
Balance at August 3156, 1951 ‘ae 12,210 6 9 etca, at 154 Holland Park Avenue 
Less Excess of Expenditure over Income 1а At cost, less mounts written onn previsus 
United Kingdom for year to dou cur years .. : 3000 0 0 
3Ist, 1952 B en 304 13 4 путеви Branches 5,189 18 11 
— Building Fund: Leasehold Property, Fair- 
11,905 13 5 field Lodge 
Add Excess of Income over Expenditure at At Cost mie .. 8145 5 0 
Overseas Branches for year to 2 Augur Expenditure on New Studlo etc. vx . 6069 3 1| 
3150, 1951 E . 1238 12 0 Д ———— 
————— 13,144 5 5 14,214 8 J 
Building Fund Less Bank Overdraft .. 52 e zs 204 1 
As at August 31st, 1951 Е 13,063 8 2 14,010 6 7 
Add Recelpts for year to August 31st, 1952. 946 18 5 Expenditure on Repairs, Furniture and d 
————— 14,010 6 7 Fittings at Fairfield Lodge 497 8 6 
Irene Hammond Mamorlal Fund Irene Hammond Memorial | Fund Investment 
As ac August 3137, 1951 . 1,052 18 | ` (А гохе Магкес Valus. at bs Angu 3146, _ 
Ада Donations (ог year to August 31st 1952 14 10 5 E a .. 1,052 18.1 
Interest on Investment a Зи 4 Cash i ene S ss sig m 28 | 9 
= 1,080 19 10 — 1,080 19 10 
Бресја! Canadian Scholarship Fund ay T pr 118 0 0 Special Canadian Scholarship Fund 7 
Deposit Account es. as a 23 ss x 118 о 0 
£41,995 | 4 А £41,995 | 4 
Income and Expenditure Account for the year ended August 3156, 1952 А 
Ог И Се 
EXPENDITURE INCOME ё s d £ s d 
Examination Fees and Expenses £ s d £ s d Membership Subscriptions .. aa s 6,194 16 1 
Majors .. в n sx .. 1,950 12 2 Examination 
Children's ВА .. 11,120 9 9 Majors .. .. .. vs ev .. 390015 0 
Certificates, Forms, Syllabus, etc .. .. 2,372 19 9 Children’s... s sts v. .. 19,038 [0 9 
————— 19,444 ! 8 22,939 5 9 
Classes and тес ess and Pens Prone, on Sale of Music, Records and 
Members m zi E 558 611 1,631 3 3 
Scholars s sie bis s .. LI39 0 8 Dividends and Interest on Investments | 
Planists' Course os БЕ гә vs -61 12 6 Recelved Gross се 52 5 . ' 9166 
Planists and Other enses - ss 1720 0 Received less Tax  .. at 6 25 In 12 2 
Functions and Spectal Weeks А m 448 9 8 D 20218 8 
Income Tax Refund .. Vs ae Ps e Я 180 18 5 
2,379 9 9 Donations NS . 73 | 9 
Less Recelpts .. n Т" ss 323 14 5 Rent Receivable (НоПапа Park Avenue) E vs 40 0 0 
2,055 15 4 Royalties Receivable. . vs 160 19 4 
Teachers’ Training Course Balance, being Excess of Expenditure over ‘Income’ ia 304 [3 4 
Class Fees and Expenses .. .. .. 2,383 13 10 Е 
Less Tultlon Fees recelved .. is . 1,383 7 6 
———— 1,000 6 4 
ние Lodge , 
es, Salaries and Housekeeping.. .. 2,846 13 0 
Ми betel and Repairs to Furniture etc. 533 8 4 
Gener Repairs Ке a E 2n 176 15 8 L 
Rates, Taxes and Insurance .. m E: 48 0 0 
3,964 17 0 
Less Received for Board and Lodging .. 2,1315 2 esi ofc qd 
Administration and General Expenses = 
Salarles.. РА .. 4451 7 6 
Postages, Telephone and Cables sis 948 15 6 
Printing and Stationery ae 993 16 6 
Printing and circularization of Gazette 1,068 5 4 
Advertising, Special Functions and Pub- 
. Пасу РА 445 4 3 
Light , Heating and Cleaning E ру 457 4 7 
Rates, Water and Insurance.. E А 128 5 il 
Repairs and Replacements .. РЕ А 399 3 7 
Professional Charges.. ae E és 234 |] 0 
. Sundry Expenses .. a E" .. 941 19 7 
Bank Interest . Е ET 117 10 5 
Production Club Annual Grant — .. ‘Sis 50 0 0 
Scholarship Awards ..“ m . 50 0 А 
10,286 4 2 
enses In Connection with Leverhulme 
holarship Awards 2 v m 90 7 3 
Provision for Amortisation of Leasehold А 
Property and Expenditure thereon .. oct as 1,000 0 0 
£31,727 16 7 £31,727 16 7 
Report of the Auditors to the Members of The Royal Academy of Dancing 2 


We have audited the books of Tha Royal Academy of Dancing in London for the year to August 3159, 1952, and have obtained al! the information а and 
explanations whlch to the best of our knowledge and bellef were necessary for the purposes of our audit. 

n our opinion proper books of account have been kept by the Academy so far as appears from an examination of those books. We have examined 
the above ance Sheet and annexed Income and Expenditure Account which are In agreement with the books of account. 

In our opinion and to the best of our Information and according to the explanations given us, the Balance Sheet gives a true and fair view of che state 
of che Academy’s affairs as at August 3157, 1952, and, the Income and Expenditure Account gives a true and falr view of the Income and Expenditure of 
the Head Office for the year to August 31st, 1952. JENKS, PERCIVAL, PIDGEON & CO, 

London, November |7th, 1952. ] Chartered Accountants, ‘Auditors. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Professional Fees 
Sir, - None of your readers will be in any doubt, 
after reading Mr McCombie’s letter in your issue of 
January 24th, that he is very fully occupied; if this 
were not во, he would have been able to give rather 
more careful thought to the matter on which he has 
written to you. 

Mr McCombie wants 'the introduction of some 
form of protective legislation’. No Parliament of the 
United Kingdom would have the slightest desire to 
introduce legislation for the protection of chartered 
accountants. It may conceivably wish to introduce 
legislation for the protection of the public but it by 
no means follows that such legislation would be 
beneficial rather than detrimental to the interests of 
chartered accountants. 

We already have one example on which Mr 
McCombie would do well to ponder. Section 161 
of the Companies Act, 1948, provides that a person 
shall not be qualified as auditor of a company unless 
either he is a member of a United Kingdom body of 
accountants recognized by the Board of 'Trade or he 
is authorized by the Board of Trade as having similar 
qualifications obtained outside the United- Kingdom, 
or as having obtained adequate knowledge and 
experience in employment by a member of a recog- 
nized United Kingdom body, or as having before 
August 6th, 1947, practised in Great Britain as an 
accountant. These requirements do-not apply to an 
exempt private company. 

The words to which I would direct Mr McCombie's 
attention are those in italics. Any 'quack' who can 
show that he practised in Great Britain as an account- 
ant before August 6th, 1947, however meagre his 
practice, can under this provision be authorized for 
appointment as auditor of a large public company. 
One may well doubt what protection this gives to the 
public; one can have no doubt that it offers no 
protection to chartered accountants. It is merely 
part of the policy of protecting the 'sitting tenant'. 
It enables the *quack' to acquire a status which he 
could never have hoped to attain in the absence of 
this legislation. Тће time will of course come when 
the last of the sitting tenants gives up his lease of 
life but by that time Mr McCombie will not be in a 
position to do more than express his eternal gratitude. 

The sort of legislation which Mr McCombie must 
have in mind would certainly not be contemplated 
by Parliament as a means of protecting chartered 
accountants. If it were introduced for the ‘protection’ 
of the public it would certainly carry with it the 
protection of the sitting tenants and the result would 
be that Mr McCombie would be far less pleased than 
he is now with the brass plates of the ‘quacks’. ‘The 
way to deal with this problem is by educating the 


public; and Mr McCombie ought to be old enough 
to know that the one thing you can never do by 
legislation is to educate the public. _ : 
Yours faithfully, 
1880 AND ALL THAT. 


Unqualified Accountants 


‘Sm, - I notice a lot of the correspondence in The 


Accountant in which unqualified accountants are 
regarded as not fit to live, at least, that seems to be 
the opinion of the three so-called ruling bodies. As 
an accountant who is a member of an association 
‘beyond the pale’, I feel I must protest. I think that 
members of these three bodies attach too much 
importance to the privilege of holding such member- 
ship. 

If we so-called ‘quacks’ are to be black-listed, then 
I think the Inland Revenue should do the black- 
listing, but why should a man be forbidden to earn 
his living because he has not taken an examination 
and does not pay his 5 guineas a year? Yet his work 
may be equally as good and conscientiously done as 
any carried out by a man with letters after his name – 
I won’t say a qualified man because the possession 
of the coveted letters does not necessarily entitle the 
owner to greater brilliance than his poor inferior 
‘quack’ colleague. 

As an unqualified accountant – 1 use ‘unqualified’ 
as meaning not being a member of the big three and 
not in a way to cast any reflection on my capabilities — 
I must take extra care that any work I turn out is a8 
accurate as possible and must be capable, if neces- 
sary, of being turned inside out and found faultless, 
for I know these ‘quacks’ do exist; but surely the 
Revenue find these out and I think that if any 
legislation regularizing the position of accountants 
is at some time brought in, the Revenue should be 
allowed to agree to a list of those. not qualified whose 
figures they will accept. 

- Do the qualified bodies regard members of banks 
as ‘quack’ accountants? Surely if membership of 
their bodies is the. difference between a qualified 
accountant and a ‘quack’ they must do, yet as you 
enter a bank you see a notice headed ‘Income Tax’; 
do people question the service they get from a bank? 
Only recently a bank manager told me that he could 
never understand a balance sheet and his subse- 
quent remarks lent weight to this rather, I thought, 
staggering statement. But people will come to him for 
income-tax advice, and will his advice be comparable 
to that which I could give them? I should say not. 

However, I think the relevant bodies should give 
a lot of thought before they label anyone a 'quack' 
and let them bear in mind that it is not only studying 
a book that makes an accountant. І have been told 
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by one of НМ. Inspectors that while I turn out 
work as I do, I have nothing to worry about from the 
Revenue, and that is worth more to me than any 


letters, for I know my clients are getting the best 


Yours faithfully, 
BEYOND THE PALE. 


I can give. 


Net Assets: Share Capital and Reserves 


Sir, - I was interested in the query raised by Sir 
Russell Kettle in his letter published in your issue of 
January 24th. It has always seemed to me that neither 
of the expressions used is strictly correct. 

. The share capital and reserves comprise the com- 
pany' s capital which consists of the net assets. In 
other words, the share capital and reserves and the net 
assets are merely two different ways of expressing the 
same thing — that is to say the capital of the company 
— and neither represents the other. Тћеге is only true 
representation in this connection in that the shares of 

` the capital are ‘represented by’ share certificates. 
Yours faithfully, 


London, SWr. J. W. SHOCK. 


Land Development Value: Description in 
Balance Sheet 


Sm, – A certain company with which I am агы, 
dealing in land and property, had owned an estate 
just outside London, comprising certain land and 
buildings, and in respect of which a claim for loss of 
development value had been agreed at £60,000 by 
the Central Land Board. 

The book value of the estate was £50,000 and 
during 1951 it was sold to (not compulsorily acquired 
by) the local authority for £40,000. For the purpose 
of the problem at present confronting the company, 
the question of the allocation of book value and selling 
price to the buildings is not material. 

Following upon the sale, the resulting residue of 
book value amounting to £10,000 was described in 
the balance sheet at December 31st, i951, as 
‘Estimated compensation receivable for . loss of 
development value of land sold (see note below)’. 

The note read as follows: 


- “The company has lodged claims for compensation 
for the loss of land development values sustained by 
reason of the Town and Country Planning Act, 1947; 
no account has been taken of these claims apart 
from the inclusion of an estimated claim in respect 
of the development value of an estate which has 
been sold (equivalent to the excess of book value 

~ over the sale proceeds thereof).' i 
The next accounts will be made up to March m 

1953, by which time effect will probably have 

given to the Town and Country Planning Bill which 

abolishes the global fund. It is, of course, the Govern- 
ment's intention to introduce further legislation 
embodying the proposals in the White Paper (Cmd. 

8699), paragraph 49 of which suggests that the 

company concerned will still in a position to 
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receive compensation in respect of the above trans-- 
action. However, the position cannot be crystallized 
for some time. 

In the circumstances, the directors do not feel that 
it is necessary to write off the {10,000 and they wish 
to know whether they could reasonably be justified 
in maintaining that amount in the balance sheet, 
subject to a revision of the narrative at March 31st, 


1953. 
It would be both interesting and helpful to have 
your readers’ views. 
Yours faithfully, 
QUERIST. 


Work in Progress 


Sır, – I have been asked to prepare a schedule of work 
in progress for a subsidiary of a public company and I 
should be grateful if your readers' opinions could be 
invited on the following method of approach: 

(т) Check physical existence by listing actual con- 
tracts in progress in the factory. 

(2) Schedule against (1) the relative costs under 
labour, materials, overheads and the ultimate 
selling price. 

(3) Include against each contract the value of 
materials delivered but not. invoiced. 

(4) Apply overheads on a suitable formula. 

(5) Ascertain the profits and losses on long-term 
contracts by considering: 

(а) Fixed . price contracts quoted and agreed 
beforehand. 

(b) Fixed price contracts quoted but to be agreed 
on completion. 

(с) Cost plus contracts. : 

The result of contracts of six months or less ti е. 

short term) should be ignored and left until 

completed. 


I can visualize a number of supplementary problems, 


(6) The overhead rate must be consistent with that 
charged on completed jobs throughout the year 
and must also be at market level. It may not be 
sufficient to absorb the actual overheads from 
the profit and loss account. 

(7) How far must the profits on materials sold 
between the companies and absorbed on con- 
tracts be excluded? 

If market prices are used is any adjustment 
necessary? 

(8) Will the Inspector dispute a lower overhead 
market rate than that revealed by the profit and 


loss account? 
Yours faithfully, 
BERKSHIRE. 


China and Glass: Gross Profit Percentages | 


Sir,- Can any readers with experience of this 
particular trade quote gross profit percentages for 
an average small-size retail china апа glass поен 
If possible, and separately, also hardware. 
Yours faithfully, 
SAPPER. 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the J udgments, 
in the Annotated Tax Cases. 


` Baddeley (Newtown Trustees) v. 
Commissioners of Inland Revenue 


In the High Court of Justice (Chancery Division) 

December 18th, 1952 

(Before Mr Justice HARMAN) 

Stamp duty – Conveyance on sale — Exemption for 
charities – Social and recreational purposes ~ Whether 
exemption applicable – 43 Elisabeth 1, ch. 4 — Stamp 
Act, 189i, Section 54 (x), Schedule — Finance 
(1909-1910) Act, тото, Section 74. 


A deed of conveyance transferred to the trustees 
land upon which there stood a mission church, a 
lecture room and a store. Another deed of the same 
date conveyed to the trustees four pieces of land 
adjacent to the mission church and laid out as a 
playing field, and directed them to hold a sum of 
£10,000 on trust as though it were capital money 
arising from the sale of that land. Each deed directed 
the trustees to allow the property 

‘to be appropriated and used by the leaders for the 

time being of the Stratford Newtown Methodist 

Mission under the name of “The Newtown Trust”. 
Тће first deed then required the trustees to permit 
the mission church, lecture room and store to be used 
by the leaders of the Mission 

'for the promotion of the religious social and physical 

well-being of persons resident [in two county 

boroughs] by the provision of facilities for religious 
services and instruction and for the social and 
physical training and recreation of such afore- 
mentioned persons who for the time being are in 
. the opinion of such leaders members or likely to 
become members of the Methodist Church and of 

. insufficient means otherwise to enjoy the advantages 
provided by these presents'. 

'The trustees were to maintain the property 
‘as a centre for religious services and instruction and 
for social and physical training and recreation’. 

The second deed, which dealt with the four pieces 
of land laid out as a playing field, directed the trustees 
to permit the property to be used for the promotion of 

‘the moral social and physical well-being of persons 
resident in the [same county boroughs] who for 
the time being are in the opinion of such leaders 
metnbers of the Methodist Church and of insufficient 
means otherwise to enjoy the advantages provided 
by these presents’. 

The trustees were required to maintain the property 
‘as a ground for moral, social and physical training 
and recreation’. 

It was contended that the trusts created by the two 
deeds were charitable trusts in that (а) they were for 
the relief of poverty and (b) they were for other 
purposes beneficial to the community. 


Held, that the trusts ‘contained non-charitable 
objects, and that, therefore, the exemption from stamp 
duty was not available to the trustees. · 


Morgan v. Tate & Lyle Ltd 


In the High Court of Justice (Chancery Division) 
December 18th, 1952 | 
(Before Mr Justice HARMAN) 


Income-tax — Trade — Deduction — Advertising expenses ~ 
Expenses of campaign against nationalization of an 
industry – Income Tax Act, 1918, Schedule D, Cases 
I and II, Rule 3 (a) – Land and Income Tax Act (New 
Zealand), 1916, Section 86 (1) (a). 


'The respondent made an agreement with another 
company (the agent), which recited that the respon- 
dent desired to foster and promote the interests of 
the sugar-refining industry with the ultimate view 
to the preservation and extension of the goodwill of 
the respondent's business, and whereby the agent 
was appointed its public relations officer and advertis- 
ing agent for five years. The agent company agreed to 
use its best endeavours to foster and promote the 
interests of the sugar-refining industry by various 
advertising means. The agent's fee was [5,000 a year, 
and the respondent agreed to place {75,000 in a 
joint account for the purpose of meeting expenditure 
recommended by the agent and approved by the 
respondent for furthering the aims and objects of 
the agreement. During’ the first six months of the 
operation of the agreement, £29,398 5s od was paid 
out of the joint account, of which £2,500 represented 
а half-year's fee to the agent, £11,500 was for general 
advertising, and the balance was described as 'anti- 
nationalization expenditure (specific). 

The Crown did not dispute the deductibility of the 
first two items, but contended that expenditure on the 
anti-nationalization campaign could not be deducted 
for tax purposes. That expenditure had been incurred 
in consequence of a policy statement made in April 
1949, which showed that it was part of the Labour 
Party's policy to transfer to public ownership all the 
sugar-manufacturing and sugar-refining concerns in 
the country. The decision to incur expenditure in 
resisting this proposal was arrived at after an extra- 
ordinary general meeting of the company had author- 
ized the board to do everything in their power to 
meet the threat of nationalization. | 

The General Commissioners decided that the 
expenditure in question was properly deductible in 
computing the company’s profits for tax purposes. 


Held, that the General Commissioners’ decision 
was correct. 
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THE PROFESSION IN HOLLAND 


THE NETHERLANDS INSTITUTE OF ACCOUNTANTS 
Forthcoming Visit of Mr J. Kraayenhof | 


Mr J. Кгаауепћој, Past President of the Netherlands Institute of Accountants, is 

coming from Holland to address a meeting of the London and District Society of 

Chartered Accountants on Wednesday next, February 4th. The subject of his address 

is ‘International Auditing Practice - Some Problems’, and will be given in the 

Oak Hall of the Institute, Moorgate Place, at 6 p.m., when members of other 
accountancy bodies will be welcome. 


In Holland, as in this country, the profession of 
accountancy is not regulated by Jaw. 

The Netherlands Institute of Accountants, of which 
Mr Kraayenhof is a past president, is the oldest body 
of accountants in Holland and holds a very respected 
place in the commerce and life of the country. It was 
formed in 1895 and it is interesting to know that a 
prime miotive of the founders was to secure for 
accountants in Holland the same distinguished place 
as had already been achieved by their professional 
brethren in England. Numbers of English accountants 
"were then visiting Holland to audit enterprises with 
English capital and it was their work and example 
which led Dutch accountants to found the Netherlands 
Institute. The Dutch language has its own full 
vocabulary of accounting terms, but we should feel 
honoured that the founders of their Institute decided 
to adopt the English word ‘accountant’ to describe 
themselves. 

Training of ‘Assistants’ 


Though not adopting a system of articles or apprentice- 
ship, the Netherlands Institute has from the beginning 
taken great interest in the training of student account- 
ants and the conducting of examinations. It recognizes 
as ‘assistants’ persons who have shown sufficient 
proficiency in book-keeping to study to become an 
accountant. While taking the courses of study organized 
by the Institute's Bureau of Examinations, assistants 
may not be described as accountants, and they may 
not practise as accountants before passing the Final 
examination and obtaining the Institute's diploma. 

The preparatory study of business technique, 
mathematics, statistics, advanced book-keeping and 
law and tax law covers a period of three years. This is 
followed by three years’ study of social economics and 
business economics (bedrijfshuishoudkunde), which is 
then followed by four years’ study of accountancy, 
business organization and auditing. The courses are 
planned for evening study over eleven yeais and there 
are eleven examinations to be passed before the 
Institute's diploma is obtained. The courses include 
evening attendance at the universities, some professors 
being members of the Netherlands Institute. 


Membership and Administration 


The membership, of the Netherlands Institute is 
about 950 accountants, of whom the majority аге in 
public practice, while some 170 are in the public 
service with a similar number holding appointments in 
industry or elsewhere. Of the 3,000 registered assistants 
sóme forty to fifty a year become accountants by passing 
the Final examination and obtaining the diploma of 
the Institute, while а very small number become 


accountants by obtaining the diploma of one of the 
recognized universities. 

The Institute is governed by a board of nine 
members, elected at the, annual general meeting, three 
retiring each year and not being immediately eligible 
for re-election. The board is also able to consult a 
permanent advisory committee of former presidents 
of the Institute. Disciplinary matters are examined by 
an independent Council of Discipline from which 
there is an appeal to a Council of Appeal on which 
lawyers also sit. T'hese Councils, and the separate 
Bureau of Examinations with more than thirty 
members, are elected at the annual general meeting. · 

In recent years the Netherlands Institute has set up 
an Advisory Committee to study professional problems, 
to issue publications and to give advice to individual 
members. 

Subjects of Research 


This Advisory Committee has already issued recom- 
mendations in relation to the revaluation of assets and 
liabilities and the ascertainment of profits of enter- 
prises with interests in Indonesia. А report has been 
sent to members on the problems of the auditor in 
reporting on accounts of a concern whose records are 
kept in one place and whose business is carried on at 
another. Study is continuing on other topics such as: 
Collaboration between public accountants and other pro- 
fessions, and between the accountants of Holland and 
other countries. 
Depreciation of real estate in accounts of life assurance 
companies and property companies. 
"Гах obligations which may arise in the future from 
existing untaxed reserves. 
Observance of Government economic regulations. 
Duties of accountants under the Pension and Savings 
Funds Law and the Supervision of Credit Law of 1952. 
Though having its own constitution, and with of 
course differing problems to meet, the functions and 
work of the Netherlands Institute, originally estab- 
lished on an English pattern, have recently developed 
on similar lines to those of professional institutions in 
this country. И 
Mr J. Kraayenhof 
Mr J. Kraayenhof led the Dutch delegation to the 
Sixth International Congress on Accounting in London 
last summer. He is senior partner of a leading Dutch 
firm of accountants, and besides being a past president 
of the Netherlands Institute, he is a member of many of 
their committees on professional topics. The meeting 
of the London and District Society of Chartered 
Accountants next Wednesday will be an opportunity 
for accountants to welcome him again to London and 
to hear his observations on international auditing 
practice. 
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| INLAND REVENUE 
EXTRA-STATUTORY CONCESSIONS 
Alterations in 1951 


ESTATE DUTY 
1. Civilian Deaths in Malaya and Korea 


The relief from estate duty formerly granted by war- 
time legislation (which expired in October 1950) to 
the estates of civilians dying from injuries caused by 
the operations of war is applied to the estates of civilians 
dying from injuries caused by the operations in Malaya 


and Korea. 
STAMP DUTIES 


i. Transfers of stock issued by the Northern 
Ireland Electricity Board or the Ulster Trans- 
port Authority 


Transfers of stock issued by the Northern Ireland 
Electricity Board or the Ulster Transport Authority, 
| which are exempt from stamp duty in Northern 
ı Ireland, are treated as exempt from stamp duty in 
Great Britain if the stock is not registered in Great 
| Britain. (Reciprocal treatment is given by the Northern 
Ireland Government to transfers of stock issued by 
the nationalized industries in Great Britain, which are 
| exempt from stamp duty in Great Britain.) 








2. Stamping of Replicas of Documents which 
have been spoilt or lost 

Where the stamp duty is allowed on a document 
because it has been spoilt or lost and replaced by a 
replica but the duty has been increased so that the 
amount to be impressed on the replica is more than 
the amount allowable on the original, the additional 
duty is impressed free of charge. 


PROFITS TAX 
1. Directors’ Remuneration from Director- 
controlled Companies 


Rule 11, Fourth Schedule, Finance Act, 1937 (as 
amended by Section 30, Finance Act, 1951), lays down, 


in the case of director-controlled companies, certain | 


limits on the amount of the remuneration of the 
directors (other than whole-time service directors not 
owning or controlling more than 5 per cent of the 
ordinary share capital) which is to be allowed as a 
deduction in computing the profits of such a company 
for prefits tax purposes. As from the beginning of 
1951, in certain cases the limits depend on, inter alia, 
whether, for more than half the chargeable accounting 
period, there are two or more directors of the company 
(not being ‘whole-time service directors’) who are 
required to devote substantially the whole of their 
time to its service in a managerial or technical capacity. 
If a director works as such for more than one company 


We reproduce below, with permission of the Controller of H.M. Stationery Office, 
the appendix to the ninety-fifth report of the Commissioners of Inland Revenue 
Cmd. 8726 - mentioned elsewhere in this issue) showing extra-statutory concessions 
operation at December 31st, 1951, in addition to those published in the Board’s 
ninety-third and ninety-fourth reports. The concessions described below are of 
general application, but it must be borne in mind that in a particular case there may 
be special circumstances which will require to be taken into account in considering 
the application of the concession. 


he is in practice regarded as falling within this defini- 
tion in relation to that company which has occupied 
the largest fraction of his time during the chargeable 
accounting period if: 

(a) he has worked substantially full time for the 
companies as а whole for more than half the 
chargeable accounting period; and 

(Б) the time worked for the particular company under 
consideration amounts in the aggregate to more 
than half the full normal working hours of the 
chargeable accounting period. 


INTEREST ON UNPAID TAX 


1. Death of Taxpayer before due date for Pay- 
ment of Tax 


Section 8, Finance (No. 2) Act, 1947 (see now, as 
regards income-tax, Schedule D ‘and sur-tax, Section 
495, Income Тах "Act, 1952), provided for interest 
(at 3 per cent per annum) to be charged on unpaid 
Schedule D tax, sur-tax and other taxes where: 
(a) the tax due on the assessment in question is more 
than £1,000, and 
(b) payment is not made within three months of the 
date on which the tax fell due. 
Where a taxpayer has died before the date on which the 
tax fell due and his executors or administrators cannot 
pay the tax before they obtain probate or letters of 
administration, the interest charge on the unpaid tax 
is abated to the amount (if any) which would have 
been charged if the tax had become due on the date 
on which probate or letters of administration are 
obtained. 


Alteration of existing concession 


INCOME TAX 


1. Income of Roman Catholic Religious Com- 
munities or of their Members 


The Appendix to the Board’s 93rd Report stated 

(Income Tax Concession No. 30) that in the case of 

Contemplative Orders and other Orders which are not 

in law capable of being regarded as charities, a propor- 

tion of the aggregate income of the community not 

exceeding £50 per monk or nun (as representing the 

amount applied for the maintenance of each individual) 

is regarded as his or her income for the purpose of 

relief from tax. The figure of £50 has been increased ' 
to £70 with effect from the year 1949-50. 





18ee The Accountant dated January 205, 1951, and February 
and, 1952, also April 12tb, 1952. 
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NOTES AND NOTICES. 


Personal 


Messrs WHEATCROFT, RICHARDSON & Co, Chartered’ 


Accountants, of 44 Friar Gate, Derby, announce that 
MR E. С. WHEATCROFT, F.C.A., retired from the firm 
as from January 31st, 1953. The practice will in 
future be carried on under the same style and at the 
same premises by the remaining partners, Mr 
Е. Н. RICHARDSON, F.c.a., and Mr C. BACON, A.C.A. 

Messrs Borron, Pirr & Векрем, Chartered 
Accountants, of 27 Clement's Lane, Lombard 
Street, London, EC4, announce that Mr Јонм 
SMALLEY, A.C.A., was admitted a partner in the firm 
on January tst, 1953. 

Messrs J. W. Davipson, Соокзом & Co, Char- 
tered Accountants, of 515 Martins Bank Building, 
6 Water Street, Liverpool, 2, announce that Mr 
JOHN ANTHONY COLVIN, A.C.A., the son of Mr SIDNEY 
COLVIN, F.C.A. their senior partner, has been 
admitted into partnership with effect from January 
Ist, 1953. | 

Messrs HARTLEY TurNER & Son, Chartered 
Accountants, of 18 Lloyd Street, Manchester, 2, 
announce that Mr ALAN GOULD MARTIN, A.C.A., will 
retire from the firm on February 28th, 1953, to take 
up a commercial appointment. 


Professional Notes 


Mr Н. C. Mayer, A.A.C.C.A., secretary of Griffin & 
Tatlock Ltd, been appointed a director of the 
company. 

Mr J. McNicol, T.D., J.P., C.A., a director of Clyde 
and Mersey Investment Trust, has been appointed 
deputy chairman of the company. Mr NcNicol is 
senior partner in the firm of McNicol, Broadfoot, 
Parry & Co, Chartered Accountants, of Glasgow. 

Mr Е. S. Scott, A.C.A., has been appointed to the 
board of E. Dingle & Co Ltd, Plymouth, of which 
company he is secretary. 


Obituary 
Davip NORMAN SLOAN, B.L., J.P., С.А. 

It is with deep regret that we record the recent death, 
at the age of 81, of Mr David Norman Sloan, B.L., 
J.P. C.A., senior partner in the firm of Alexander 
Sloan & Co, Chartered Accountants, of Glasgow. 

Mr Sloan was educated at Glasgow Academy and 
Glasgow University, where he graduated as a 
Bachelor of Law, and was admitted to membership 
of The Institute of Accountants and Actuaries in 
Glasgow (now amalgamated in The Institute of 
Chartered Accountants of Scotland) in 1898. He 
subsequently joined his father, the late Mr Alexander 
Sloan, in practice, and became senior partner in the 
firm on his father’s death in 1927. : 

From 1909 to 1940, Mr Sloan was secretary o: 
The Institute of Accountants and Actuaries in 


Glasgow, and in the latter year he became president, 
holding office until 1942. His father bad been 
secretary before bim for thirty-six years and also 
president for three years, so that father and son 
devoted over seventy years to the service of that 
Institute. | : 

In recognition of his work for the profession 
Mr Sloan was presented with his portrait in oils at 
a meeting held in Glasgow last October. In making 
the presentation, Sir David Allan Hay, K.B.E., C.A., 
President of The Institute of Chartered Accountants 
of Scotland, recalled that Mr Sloan, in addition to 
his many years as secretary of the Institute, had also 
been secretary of the General Examining Board of 
the Chartered Accountants of Scotland, from 1916 
until 1951. 

Mr Sloan was a Justice of the Peace of the City of 
Glasgow and Lord Dean of Guild from 1944-46. А 
general trustee of the Church of Scotland, he was 
also a director of the National Bible Society of 
Scotland. m 

In 1949 he completed fifty years’ membership of 
the Glasgow Stock Exchange, following a similar 
record by his father—a distinction unique in one 
family. 

For twenty-five years Mr Sloan was joint auditor 
of the Scottish Legal Life Assurance Society, and for 
twenty-two years a trustee and fifteen years a member 
of the board of management of the Glasgow Savin 
Bank. He was also a difector of the Scottish Amicable 
Life Assurance Society. 


Committee on Shares of No Par Value 


The Committee appointed by the President of the 
Board of Trade on December 29th, 1952, to consider 
whether it is desirable to amend the Companies Act, 
1948, so as to permit the issue of shares of no par 
value,! has decided to invite organizations and 
individuals to submit written statements of their 
views on the subjects which fall within the scope of 
the Committee's inquiry. 

General observations are invited as well as informa- 
tion or suggestions under the following main 
headings: 

The manner in which the no par value system operates 
in other countries; advantages and disadvantages; possible 
abuses; whether the system should be adopted in Great 
Britain and, if so, whether any limitations or restrictions 
should be imposed and what safeguards should be provided. 

When the Committee has studied the written statements 
submitted, they will proceed to hear oral evidence. 


Communications should be sent to the Secretary 
of the Committee at Lacon House, Theobald’s Road, 
ҰС, if possible by February 28th, 1953. 





! See The Accountant, dated December 27th, 1952, at page 
771. 
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New Controller of Stamps 


The Board of Inland Revenue has announced that 

Douglas Neish has been appointed Controller of 
Stamps in succession to Mr F. 5. Tredinnick, and 
‘Mr William John Taylor, Deputy Controller in 
‘succession to Mr A. W. Buckley. 


Chartered Accountants’ Students’ Society 
of Kingston upon Hull 

| A well-attended meeting of the Society was held at 
the Young People’s Institute, George Street, Hull, on 
January 8th, when Mr А. E. Langton, LL.B., Е.С.А., 
F.8.4.A., in the afternoon, gave a lecture on ‘Partner- 
ship Accounts’. After an interval for tea, Mr Langton 
spoke again on ‘Companies Accounts’. Mr K. P. 
Helm, F.C.A., took the chair at the first session and 
Mr Т. №. Mackrill, F.c.4., at the second, and the 
occasion, which was the first double lecture meeting 
to be held by the Society, was a great success. 


Our Weekly Problem 
Мо. 55: THe Way то THE Moon 


Mr L. U. Sidate’s grandson was interested in 
| space travel. 

‘If you went further each time in your aeroplane 
tour round the world, couldn’t you go further and 
further until you reached the moon?” 

‘Well, perhaps they will someday,’ said Mr Sidate. 

‘How many stops would you have to make, 
Grandfather?” 

‘If the moon were 218,000 miles away I could work 
it out,’ said Mr Sidate. 

Assuming the same rate of increase how many stops 
would there be on the way to the moon? The answer to 
last week's problem gives the basis for the tour round 
the world. 

The answer will be published next week. 


ANSWER TO Мо. 54: THE FLYING ACCOUNTANT 
The series may be expressed (omitting 00) 


х 15 255 У 
Subtract each term from the next: 


x—9 156—х 99 y—255 
Subtract each of these terms from the next 


165—ax  x—57  y—354 
As only three terma of the series were given the sequence 
must be found from the equations 
165—2%=7—57 =у—354 
2=74 
and у=371 
The total distance flown was thus 37,100 miles. 


TWENTY-FIVE YEARS AGO 
From Фђе Accountant of February 4th, 1928 
Professional v. Elective Auditors 
We note from a recent issue of the Exeter Express 
and Echo that there was a lively citizens’ meeting on 
a Bill which proposed, among other things, to give 
power to the City Council to appoint Chartered or 
Incorporated Accountants as professional auditors 
in lieu of the present elective auditors. According to 
the report, the discussion on this matter was not 
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commenced till eleven at night. Possibly that accounts 
for the astonishingly low level of business intelligence 
displayed, for we lave rarely read a less helpful series 
of observations. In the end the citizens, in their 
wisdom, refused to contemplate the dreadful possi- 
bility that they-might be saddled with a professional 
audit, and they are to continue to rejoice in the 
possession of elective auditors. We notice that of the 
two present elective auditors, one is described as an 
“accountant” (we understand he is neither Chartered 
nor Incorporated), and the other as a solicitor. The 
City Treasurer is an Incorporated Accountant, and 
it seems incongruous that his accounts should be 
audited by a gentleman possessing a lesser qualifica- 
tion. Is it not rather unbecoming, too, that solicitors, 
whether members of the Law Society or not, should 
accept at this time of day appointment to a task which 
admittedly requires specialized training not included 
in the curriculum of the legal examinations? 


SEVENTY-FIVE YEARS AGO 

From Uhe Accountant or FEBRUARY 2ND, 1878 
Extract from ‘Notes in Passing’, commenting on an 
article entitled: . 

Liquidators and Liquidators 
which was published in ‘a City contemporary’ 

“, . . Much of the odium cast upon accountants may 
have its origin in the very nature of their occupation, 
which, at the best is mournful and unsatisfactory. 
Nevertheless, it is certain that the verbal and epistolary 
assaults constantly committed upon liquidators must 
be accounted for by something more solid and 
efficient than a general dislike for the professional 
masters of bankruptcy ceremonies.” The writer, 
however, is not blind to the fact that there is another 
side to the question. “АП liquidators cannot be 
hopelessly bad," he says, “ог they would not occupy 
the position in society some of them fill so creditably.” 
What, then, he inquires, is the explanation of the 
distrust with which a portion at least of the public 
regard them? The answer is, that there are liquidators 
and liquidators. ‘“The term liquidator, or accountant, 
is the most elastic in the world, and may mean 
anything or nothing. . . . A liquidator may be a 

erson who drops his ‘h’s’, regularly touts for 

usiness, and has an experience of the Bankruptcy 
Court derived from something more than the 
administration of other people’s estates. This is the 
root from which all the evils of liquidation spring.” 
The writer then adverts to the difficulty experienced 
by the public of distinguishing the charlatan from the 

le and reputable liquidators, and adds, “It would 
be well if Parliament would grant some form of 
charter to the really respectable body of accountants, 
who would then be able to defend themselves from 
the mere adventurers outside; but in default of this 
it should be made known that there are several private 
societies of accountants in England, whose rules 
enable them to exercise a certain control over their 
members.” 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES . 


Results of Examinations held in November 1952 
FINAL EXAMINATION 


Held on November 2 5th, 26th, 27th and 28th, 1952 


Certificate of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Walter Knox Scholarship, the Frederick Whinney Prize, the О. C. Railton prixe 
or the year 1952 and thes Plender Prizes for the Advanced Accounting (Part I) paper and the 
General Financial Knowledge and Cost Accounting paper 
Palmer, Ernest Barry (J. D. Clark), London. . 


Full List of Names of Successful Candidates 
(in alphabetical order) 


+ 


Adams, H. J. (T. 5. Ро well, Manchester. Buah, E. T. T Е. Kearns), Manchester. 
Ainger, P. L. О. McArthur), London. E Buzza, 1. A G. M. Kirkman), Ripon. 
Allen, D. (C. U. Pest); Darlington. 
Andrews, Е. J. (P. B. Norled e), London. A Camere, о. .H. g. саас), ‘Lincoln. (Peur Prize for the 
Angless, D. К. (D. Н. Collier), London. English Law (ган TH) paper 
Archer, A. №. (S. Morris), London. Carrick, E. H. (D. C. Cann), ERA 
Armstrong, Н. (J. С. і. ees Во South Shields. Carrick, С. M. (J. К. рела, Newcastle upon Tyne. 
wi, A. (R. A. ), London. Carter, E. N. ( .G.AÀ ), Bournemouth, 
Ashworth, E Gs (D. B. Jones), Teignmouth. Carver, В. К. E. J. z We b), London. 
Atkin, Ux s] Cole), Grimsby. . Castleman, R. J. (R. А. a Res Leicester. 
( Austin, D. ЈЕ: А . С. Cocke), London. Cawthorn, S. (H. Murra а ati upon Tyne. 
Austin, J. M. win Freeborough), London. Chadwick, E. С XL. F. ИЗА 
- Chancellor, R. E. (T. B. HS: о) а (Plender Prize for 
dman, А, Н. E S. Carrington), London. ' the Advanced Accounting (Part 11) paper.) 
Ва gehaw, J. К. Freeman), Leicester. Chapman» R R. C. (F. M. Flew), Rugby. 
Barmes, P. J. A. (B. P. H. Preston), London. Charlton, M. A. (S. MO Birmingham. 
Bakker, F. T. a G. Pegler), London. - Chib G. J. (G. K. Cook), Liverpool 
Balls, J. HL (T. Osmond), London. Churchill, R. J. J. H. Pigg), Sunderland. 
Balmer, D. (J. Donaldson), Preston. Civyal, N. M. (L. Parker), London. 
Barlow, K. C. (C. W. Elliott), Hounslow. Clark, B. D. (H. 5. Coley), Bournemouth 
Barnes, J. H. ге. (J. С. Hickmore), London. arke, G. R. (E. Lucas), Bedford. 
Barnes, H. H. id M. Smith), London. 2 Clayton; . P. (H. W. V. Pullan), London. 
Barrett, L. A. gr Bradley), London. Cleland, J. B. (A. B. Harwood), Nottingham. 
Barton, N. J. e F. Nash), London. Clifford-]ones, №. L. (N. C. Phillips), London. 
B DT; G. Ellis), "Nottingham. : Clinton, A. G. (S. G. Sillem), London. (Auditing Prise and the 
Beck, C. D. T А Хон), anchester, ` Plender Prize for the Auditing paper.) | 
Beck, J. Е. (В, С. Dixie), London. Cohen, D. (D. H. Sprung), ом 
Bec! ham, G. (D. N. Walton), Manchester. x Collett, C. (R. Walton), 
Bedford, A. iL W. Moscrop), London. Collins, D. F. (A. Riley), don: 
Berri n, N. (C. E. Bream), Leicester. Coltman, W. Н. (J. M. Herring), wo 
Bird, t. E. Bird), Chesterfield. d Cooke, А. К. (D. C. Smith), Burni 
Bird, A. R. PE ), London. Cowley, G. Е. (E. Lucas), Bedford.” 
Black, С. А, (P. Fisher), London. Cutner, M. (S. Sharpe), London. 
Bladen, R. C. (M. н: Marsh), Stoke-on-Trent. 
Bloom, N. (A. Maria), London. Darby, J: О. R. e H. Leppard, London. | 3 
Boarder, W. H. (R. F. May), London. s Davidson, J. E. arter), Birmingham. 
Bolitho, (Miss) M. M. (J Lyall), Penzance. Davie, R. H. (B. Marsh), London. 
Bond, H. G. (W. F. Ewbank), London. ^7 Раме F. C. (W. G. Abbott), London. 
Boobbyer P. . Q. D. Clark), London. Davis, L. (A. 1. Miller), London. 
Boucher, L. W. (C. F. Weston), London. Davis, N. (L. Grahame}, London. 
Bowen, G. (W. ' Rees), Swansea. Dawes, G. W. (S. L. Forwood), London. 
Bowron, Н. C. (D. de G. Walford), Stockton-on-Tees. Day, С. (C. R. ТаПоп), London. 
Bowtell, R. C. “С. Patrick), Farnham, Surrey. Dee yt У. (A. E. Smith), Winchester. 
Bramley, D. 8. (G. S..Laidler), Monkseaton. Digby, P EA ra igge), London. 
Branch, S. T. P. O. E. R. Ve acott), London. Dixon, J. ТЕ Cale erley), London. 
Bray, A. J. (W. E. Thompson), London. Dowswell, E A5. S. Morton), London. 
Brazier, D. L. (C. T. Boakes), London. ` Dra W: (G. R. Appleyard), Tondon: 
Brennan, R. P, T A. Morton), London. . ett, D. (F. Duckett),. Leed. 
Brett, M. J tones), Hinckley. Digan’ R. W. d C. ad Chelmsford. 
Brewin, 8 e if B. Cox), Burton-on-Trent. Dutton, A. C. Dutton), Northampton. 
Broadbent, Е. A. (J. 5. Harrower), Manchester. 
Broatch, J. M. RS A. соон, orthing. : Eagle, R. J. H. (R. H. Shipley), London. = 
Bromfield, Е. ndon. Eastoe Зи E. EE Pinto), London. f 
Brook, P. H. (F iow? rares Eeles, E » Mowforth), Hull. j 
Brooke, D. n, А. Brown), Dewsb D. G. 'Tate), St Albans. 
Brooke {ote (O. H. Clarkson Webb ; London. EAT ЕУ. (5. но Bromley, Kent. 
Brown, . Crisp) Newcastle upon Tyne: Е асси, М. М.Е (P. J. Scrivens), Birmingham. 
Brown, Е. 5. (E. D. London), Nottingham. Ellacott, G. J. S. E с: Burgis), es Spa. 
Brown, G. L. (S. C. Mallett), Birmingham. Evans, H. W. H. (F. Hiscocks), Liv 
Brown, P. R. (T. C. P nce) Sunderland. : Evans, R. G. ‘aL Cavenagh), Birming 
Bucknall, B. (С.т Tildesley), Wolverhampton. 
Bullett, B. E. (А. Beatton), London, Fairhurst, С. A. (Е. T. Snow), London. 


Burke, A. B. Т. (R.-Dean), Bramhall. Fallon, D. J. СУ. Whinnerah), Liverpool. 
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Farr, G. I. d; _M. S. Coates), Newcastle upon Tyne. Jones, А. Е. В. (G. Reynolds), London. 
у Ferris, I. S. 8. (L. J. Osmond), London. Jones, B. A. (E. J. Newman), Birmingham. 
"3 Fields (Miss) 7 (W. Hare, Junr.), Blackburn. (Roger №. Carter Јопев, R. B. (А. J. Kirman), Grimsby, 
n Prize.) fudge, J. C. (R. W. Warren), London. 
Finning S. (R. H. Dutchman}, London. uliua, C. (Wallace Cash), London. 
! Fisher, G. E. (H. | Wells), London. 
| Fisher, M. Н. Mcl. (Е; A. га Bell London. Kacher, S. S. Sharpe), ] London. 
Fitzgerald, ] p A. (CH ON Brighton. E Keane, "B. dale), London. 
Fletcher, M L. (А. M er), Wolverhampton. . Keeling, M. E. A. (F. W. Charles); London; 
Forbes С. (P. B. Addington), London. Kennard, W. R. {R. O. i uei Lo ndon. 
Ford, ЕМ. M. Smedley), Leeds. Kilvington, H. B. (H. H. Kilvington), West Hartlepool. 
Foster, P. (J. W. D. Marsh ); London. j King, L. C. V. (formerly with J. T. Norris, deceased), London 
reedman, B. I. (J. R. Kilpatrick), Cardiff. Kirk, C. B. (D. C. S. Downs), Hull. 
Frewin, R. G. (M. S. Eli), Henley-on-Thames. Kirk, T. C, (R. M. Cathcart), London. 
Frodin, L. (T. . Mackrill), Hul. Knight, R. B. (A. P. Hughes), London. 
Fryer, D. W. B Barlow), Manchester. : 
Furse, P. M. (J. W. Hearnshaw), Nottingham. Lancet D. (L. Goldwyn), London. 
W. (L. R. Armitage), Enfield. 
Galletly, D. S. 2; Е. Fa Westwood), Birmingham, Малу Pi (G. M. Harrison). Horsham. 
Gambling, T E. Proom), Newcastle upon Tyne. g. Blane), ool. 
Garraway, F B. Y»: .L. Smith), Birmingham, Lawrence, J. C. (R. AEn oncaster, 
Gate, G. W A ook), Manchester. Lee, Н. S. (W. 6. Frazer), London. 
Gee, Т. B. (С. А. оо Л Sheffield. Leigh, E. H. (D. Shor), London. 
Gelley, J. (J. M. S. Coates Dog jin upon Tyne. Levy, G. А. (M. C. George), London. 
Gibbard, W. L. (A. M. wards), L uton. Lewis, J. F. (A. 'G. Thomas), Sheffield. 
Gibson, J . H. (Е. J. Eves), Colchester. Linden, Е. S. (J. Е. S. Rogers), London. 
Glauser, J. M. (William Cash), London. Lloyd, R. W. (P. E. Bower), Manchester. 
Golder, (G. Stalker), Newcastle upon Tyne. Lund, T. (E. edgkinson}, Accrington. 

oodwin, R. H. (Н. Е. Down) London. E Lunt, LM А. Cheetham), Manchester. 
ithe M. J. . K. Frost), Leeds, Lunzer, M. J. (H. E. Clark), London. 

Goulder, B. R. (W. G. Densem), London. ; 
Graham, D. A. (B. E. Nightingale), London. McDonald, I. D. (P. С. Lambirth), Kingston-on- Thames. 
Graham, J. L. M. (A. A. Davies), Birmingham. Macdonald, K. M. ea = Saunders), Liverpool. 
Gray, J. А. (G. R. Leithead), London. McDonald, P.J Ryd der), London. 
Green, L. (E. S. Dixon): London. Mack, (Miss 3t € ТАТ ing), Derby.: 
Greig, B. J. B. m ), London. Mackenzie, К. (К Массан iverpool, 
Gruber, Н. (С. маса, Mes chester. (Theodore Gregory Prize.) | McKinlay, R po S. Watkinson), Blackpool. 
rd К. 8. (Н. Е. Adams), Birmingham. Maddox, Ww. JW . H. Thomas), Liverpool. 
Malcolm, J. L. RS. . Yates), London. 

А. (С, Chipchase), London. Mankelow, W. C. (R. tt), Oxford. 
Hall W. L. (С. D. Weir), Sunderland. Mann, A. L, (E. L. Becker), Southport. 
Hampson, P. (S. T. CD Preston. Marett, Е. C. (J. Н. Penfold), Brighton. 
Hanks, B. (T. B. Rea North Shielda. Margetts, B. W. (Е. Т. Wright), London. 
Hardcastle, Е. E. W. W. Caine), London. Marsden, N. & G. Arnfield), Manchester. 
Hardy, D. 6. U. (F. * Kelley Newcastle upon Tyne. Marsden, У. 5. (J. Allured), Manchester. 
Hargreaves; D. (E. Sugden), Leeds. Martin, J. P. B. (P. Leicester), Worcester. 
Harrison, L. (С. W. Smee), London. Martindale, K. (8. T. Madow), Wigan. 
Hawkes, R. E. (H. E. Horstead), Epsom. Mascarenhas, W. L. (F. Green), Norwich. 
Hayes, b. M. (А. Clark), Derby. S Maslo, А. (Н. I. Jacobs), London. 

ayes, Н. E Gough), Dudley. Mather, J. Mitchell), Chesterfield. 
Hayward, M . (S. B. McQueen), Liverpool. Matthews, D. R. (W. P. Hancock), London. 
Heah, H. M. (A. G. Warne), Londin. Мачаћ пр, B. E. (Н. К. С. Martyn), Truro. 
Hennerson, J . R. (Gilbert P. Norton), Huddersfield. Mawdsley, A. J. B. (A. C. Noon), Liverpool. 
BG. . W. Pooley), London. Mears, A. B. A. (T. W. Bowyer), Reading. 

e D. (E. Haslam), Bolton. Meatyard, R. N. (Sir R. A. Jenks, Bt.), London. 
Hl W. J; oon . Ratnage), London. Medhurst, R. G. (D. G.H ), Lon on. 
Hinchcliffe, E. (6. G. Smith), Huddersfield. Mechan, P. L. S. (W alker), London. 
Hindley, A. T. (N. Hindley), Preston. Mellor, J. p Me Cas 2), Liverpool: 

Hockley, F. G. (R. W. L. Clench), London. Melvin, H. W. ut . D. Smith), London. 
Hodgson, A. E S. A. Mapus-Smith), King's Lynn. Merton, С. R. ( Grimble , London. 
Hodgson, Т . F, Barton), Manchester. Middleton, T. C. (6. H. Middleton), Newcastle upon Tyne. 
Hollis, A. T & N. Hargreaves), London. Mills-Roberts, W. L. Siege A. Ross , Liverpool. 
Holroyd, E. Williams), London. Mitford, P. V. (J. A arlington. 
Hooper ка: a Wintle), Birmingham. Mold, J. К. J. Е. Hi се, 'elshpool. 

Hope, K Sherwood), Birmingham. Mooney, R. D. (W. R. Ион), London, 
Hough, W. (J. H. e Howard), London. Moore, R. J. (C. Bin ham), Nottingham. 
House, Т. CAC . Lucas), London. Morgan, P. (O. W. рогараов), Birmingham. 
Hudson, G 7- Walton), Leeds. Morley, H. 5. (P. A. Leicester), Worcester, 
Huff, 6. F. no , London. Morris, С. S. (Н. K. S. Clark), London. · 
Huffer, A Я endrick), Leeds, Morris, J. /* |. R. Kinnis), rimaby. 
Hughes, G. B Ma E . G. Hu hes), London. Morrison, A. .R. peg London. 
Hughes, К. E. g. W. Jonald), ewcastle upon Tyne. Motum (Mrs), y M. s Parry), London. 

: Моша, B. P. (T. Le ), 

Iing, G. Н. (D. С. Clark), London. Mowforth, G. McK. (А. pa trachan), Hull. 

ў Munt, Р. С. (R. C. Fieldet), London. ` 
ackson, A. G. geet) London. Murray, K. I. (formerly with F. E. Welch, deceased), London. 
ackson, C. T. wisn Newcastle upon ‘Tyne. Murray, №. У. (С. С. Turner), London. 
ackson, I. die AA C. Hepworth), Manchester Myers, A. M. (J. C. Pyne), London. 
acobs, J. (H. Arnold), London. 
arrett, PN К. (Т. В. Hughes), London. (Plender Prize for the Naylor, D. (K. W. Howarth), Halifax. 

Moog aper. Needleman, R. А. (H. T. ам London, 
enner, C oe F.J J; Thompson), Exeter, Neely, H. В. (Р. В. Addington), London. 
erred, В. ЈА. (M. D. Booth), N wbury. А Newell, D. B. i L. Latimer), "London. 
ohnson, D. A. (J. B. Chilcott), "South Molton. Newman, D. S. (J. G. Birkeit), Watford. 
ohnson, D. K. (T. E. F. Leacock), London. Newman, P. H. (S. E. Newman), London, 
ohnson, H. M. (R. A. Folland) Birmingham Nicholls, B. H. (D. Tanfield), Dudley. 
ohnson, R. A, (formerly with 5. Blythen, deceased), Notting- Nolan, C. i (В, М. Chapman), South Shields. 


ham. . c North, D. Н. (M. Sheppard), Maidenhead. 
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Obolensky, M. (W. E Fin , London. Singer EL B. (G. K. Singer), Bridgend. 
Omar, А. А. M. Ра "ondon. . ea, P. С Moss), Ashton-under-Lyne. 
Ue P. (H. J. 8 , West Hartlepool. Shelton: Fd (CT. Dowell), Carlisle. 

М. H F. E. Wor ley) Chichester. Slee, Н. (T. H. Bell), Manchester. 


ru n M. (formerly with б. Guild, deceased), Liverpool. Smart, D. A. (6. D. Midgley), London. 
Smith, ~ A. (A. Р. Turner), E hborough. 


ett, К. E. (J. W. Е. Riciardson), Stourbridge. ' Smith, С, М. (A. B. Sandal) 
er, А. N. (A. C. E dudd, Lo ndon. Smith G. (W. E. Roberts), UMS rte 3s 
«рае, Е. В. London. Smith, xt formerly with Н. 5. Wilson, deceased), Manchester. 
Park, J. 8. e МЕ Mano) London. i (W. Roeser-Tames), London. 
Parker D (БА j Fondon; Smith’ N. J. B. (G. W. indien) Leeda: Manchester. 
Paul, LB. CT À. Mood ie), London. Smith, R. G. H. (W. B. Lin 
Paul, P. та . (С. W. Tyrrell), London. Snodgrass, С. А. CM. W. 'Trott), 
Peach, S Wen . Ramble), ‘Nottingham. Solomons, А. N. (N. С. Reeves), London. 
Pearlman, С. A. (R. A. Barter ач бреет, 5. ee ot Lon 
Popper, G. F. (Rc W. Coh. t Spencer, C. RO. Birmingham. 
Pescott-Day, A. A. и Non Nottingham. Spencer, D. (A. Couse), Bi West Bromwich. 
Petherick, 1. S. F. ranges) | don, Springett, D. R. D. L. Forbes), London. 
Pettman, D. Ј. . Unwin), London. Spurway, P. Е. . Vane), mp 
Phillips, J. B. (J. B. Bullivant), Leicester. Bie, M.J . C. Squance), underland. 
Philpot, М. A. E J. Ballam), Ipswich. Squires, DEJ - Slater) Cambridge. 
Phipps, J. A. (C. E. Bream), Leicester. Stark, D. NN EI es) London. 
Pickering, R. C H. Travis), Manchester, Stark, В. L. (С. W. z 5 ), Ilkley, 
Pinsker, H. (C. E. Smedley), London. Staveley, N. 5: (L. Е. Judge), Hull. 
Pond, omen (M. B. Browne), London. Stead, J. С. (N. Townend}, Goole. 
Potter, D. J. (L. L. Moore), London. Stein, N. D. (F. R. Paine), London. 
Powell, L. E. P. (L. C. Winterton), London. Stephens, P. Œ. H. В ackburn), Bradford. 
Pratt, Н. (L. C. Mayer-Nixson), London. Stern, Р. (5. Bartfield), Leeds. 
" Price, J. V. E R. Mole), Taunton. Sternberg, M M. (J. H. Allen), Abingdon. 
Prince, M. E. (D. C. Cann), London. TREE Stevenso . L. (W. E. Broadbent), Ashton-under-Lyne. 
Prince, M. J. (A. L. Ball), Bournemouth, Stevenson, R K. (S. H. Cooper), Wallington. 
Prosser, G. (A. E. Shaw), Norwich, p Stewart, G. (D. A. Jacobs), London. 
Stocker, О. Е. (D. А. Jackman), London. 
Quinton, H. A, (F. V. Sinden), London. Stone, K. B. (H. A. Beale), Birmingham. (West Prise.) 
Stone, P. N. (F. L. К. Crowe), iria super Mare; 
Racside, R. ED (H. W. Abey), Sunderland. Strachan, R. M. (K. P. Helm), Hull. 
Randall (S. P. Thomas), Birmingham. Stringfield, S. A. (F. A. Pitt) Manchester. 
Ratcliffe, N. E. (A. T. Knight), London. Sugarman, I. P. (J. W. D. Marshall), London. 
Redman, J. A. (Н. M. Sayers), London. Sutton, B. B. F. (V. B . Richardson), London. 
Redwood, A. A. D Я E. Cooper), Bristol. Sutton, Р, (в. A. W ane) London. 
Reed, A. (A. L. L. Glendinning), Newcastle upon Tyne. Swetenbam, S. О. (К. G. M. Harding), Liverpool. 
Reeves, D. С. (У. F. Stedeford), Pirmingham 
Rendell, R. (F. R. Strover), Lond on. Tanner, M. H. (К, M. Fana); Bath. 
Reville, E. (P. R, Hackett), Bi ham. Taylor, F. G. (H. D. Woolger), London. 
Reynard, E. I. (T. M. Threlfall), Nelson. Taylor, J, Н. (А. v. Buc ham), London. | 
Rhodes, E. R. (G. G. Rhodes), London. : "Taylor, L. (F. W. Lindgren), London. 
Ri ; D. G, (J. H. С. Мају), London: Taylor, P. J. (J. С. Turner), Huddersfield. 
Ro , A. M. (D. R. P. Foot), London. 'Taylor, V. M. (A. L. Harland), Stockton-on-Tees. 
Roberts, F. G. оташ, Daventry. Thompson, С. (А. E. Ginger), High Wycombe. 
Roberta, R. С. (N. D. diy , London. 'Thompson, J. H. (5. Whitebead), Preston. 
Robinson, P. (J. QU 'Thurtle, W. D. LW. A. Chardin), London, 
Robson, H. F. Ма ondon. Timmis, D. V. (D. T. Veale), 1, 
Robson, R. E. еу ewcastle upon Tyne. Todd, D. J. (A. W. Goodfellow), London. 
Roche, C. G. Н. Nicholson), London. Todd, К. S. (R. R. Bailey), Liverpool. 
Rodd, P. 5 pium Philp), London. 'Tomkins, W. P. g S. Lake), London. 
Rodgers, D J.N Nabarro), London. ` Tovey, J. R. (R. E. Reynolds), London. 

в. У Ww. d (6. Little), London. Travers, L. J. (W. R. Tomkinson), London. 
Rogerson, S. (A. E. Campbell), Manchester. Trigwell, D. A. (H. A. Snelling), London. 
пов, Pu g ре ааа as insky, B. aoa fone on, 6 

ose, J. К. (С. H. Tyson), Brighton. r, R. cer), Liverpoo 
Ross, H. (E. G. Lam ), London. 2 E E 
Rowswell, G. G. (E. S. D. Bavin), London. Upjohn, D. L. B. (C. W. Norton), London. 
Russell, N. H. (D. Lorimer), Sout Д 
Russell, 5. Е. (J. J. №. Vaz), London. Verekar, J. n H. M. (G. S. Brunning), London. 
Salisbury, G. N. (I. O. MacLeod), Birmingham. Vine tc A Ren Bacal 
шу, G. ас. , Birming incent, endell), Bristo 
Sawtell, б. E. (K. R. Morris), Bro ove 
Sayer, J. 5. (Н, B. Cookson), Birming i Waghorn, A. L. (W. A. Dodd), Manchester, 
Scott, Е. У. N. W. Osborne), London. Wake i V. W. О. "S Kil trick), Cardiff. 
Scott, M. K. M. (C. W. J. ason) London. Walker, E. S. (и M. B: , Guildford. 
Seagrave, Mies) 5. (L. J. W. Gould), London Waller, F. A. 0 А. Wi ег), Southend-on-Sea. 
Severn, C. D. б. (D. H. ey), London. Walmsley, С. E Dickinson), Blackburn. 
Sewell, J. R. (R. А. Folland), Birmingham Walshaw, K. A. Q: W. Heslop), Darlington. 
Shacklock, K. Hg: W. Alington), Chelmsford. E Ward, G. L. (E. Hill à: ndon. 
, Sharp, E. H. (J. McCarthy), Manchester. Ward, R. (R. G. Beard), Sheffield. 
Sharp, T. F. (E. Ainsworth), Manchester. Ware, J. К. (С. W. Ware), London. 
Shaw, C. R. . Clifford), Southwell. ` Warrington, P. Е. (S. T. Milner), Harrogate. 
Shaw, E. A. R . Q. Baldock), саа Washbrook, С. Н. (С. J. Jeffries), London 
Shepherd, (Mrs) Opper penheimer), London. Watkins, R. M. E. (R. S. Ford), London. 
Shipton, pE: W. мм Саг Watts, А. Е. Р. . Clemetson), Dover. 
Shores, R. Е or Burton), Hull. Watts- Mo: LRG. Birkett), Bristol. 
Silcocks, А. C. C. Ç. Living), London. Webb, G. . E. Cox), Birmingham. : 
Simpson, D. B. ood), Huddersfield. West, B. J. (Sir R. Kettle), London. 
Simpson, R. P. (F. E Barnes), London. Westlake, I X Owens), London. 
Sims, B. o А. Smith), Reading. Я Whalley, А. (Е. Knowles), Cleveleys. 
Sinclair, M. (B. Susman), London, White 8. (P. С. Brown), Sunderland. 


* See also Certificate Vi Mir above. 
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у Whiteley, R. H. (J. С. White), Stratford-on-Avon. Wintle, A. L. J. (С. О. Saxby), Birmingham. 
(Whi T, PA. A. Be er), London. НЕ Wisniowiecki, S. (J. W. С. Cocke), London. 

^ t, P. ton), Newcastle upon e Wi P. Е. G. Tilley), Lond 
Wilcock, N. (N. O. Mayor), Morecambe and Heysham. dn OU M ded Tiddey. 
| Wilkenfeld, M. (C. Halpern), London. Wood, B. M. (R. R. Bridgford), Manchester. 
| Wilkinson, D. (J. F. Tyson), Morecambe and Heysham. W en S. E. (N. G. Phillips), London. 
Williams, D. S. (R. B. Barker), London. ood, (Miss C bina 
Williams, W. V. (A. E. R. Formoy), London. Wright, J. R. (J. A. Greatorex), Birmingham. 
Wilson, J. G. (I. H. Howard), Bristol. « , Wright, K. M. B. (C. L. Woolveridge), London. 
A Wilson, T. (F. W. Freeman), Preston. Wrightson, L. S. (H. J. Соје), Grimsby, 

| Winter, F. E. (J. L. Jeffree), London. (Plender Priae for the 

\ English Law (Part I) paper.) Yates, C. D. (H. J. Impey), Oxford. 

468 Candidates passed. 539 Candidates failed. ! 1 Candidate disqualified 
INTERMEDIATE EXAMINATION 
Held on November 18th, 19th and 20th, 1952 
Certificates of Merit with Prizes Awarded 





First Certificate of Merit, the ponen Prise, the Stephens Prize and the Plender Prize for the Auditing paper 
Gray, eei Richard (Н. W, Fisher), London. 


d Certificate of Merit 
Jones, Richard Wendell (R. J. Wheeler), Canterbury. 
Third Certificate of Merit cu the Plender Prize for the Book-keeping and Accounts (Partnership) paper 
Goldsmith, Peter Ernest (T. J. Bond st ae 


Fourth Certificate of Merit 
Pascoe, John Hill R. Stacy), London. 
Tschaikowsky, David Jobn Nicholas (D. D. Kidson), London. 


Sixth Certificate of Merit and the Plender Prize for the Taxation and Cost Accounting paper 
Gyoury, Henry William (P. C. Watt), London. 
Seventh Certificate of Merit and the Frederick Whinney Prize | 
Robson, John Stuart (J. C. Billingham), London. 
Eighth Certificate of Merit 
Coh x Harvey e. eis onda: 
inth С 
Baker, J T Raymon (D. rmn London. 
Tenth Certificate of Meri 
Burgess, Geoffrey John (E. J. Clarke), London. 
Full List of Names of Successful Candidates 
(in alphabetical order) 


Aaronson, B. (W. H. Shears), London. Bill, Е, (C. Н. W. Sansom), Middlesbrough. 
Abbott, J. H. C. (C. Royall), Sy one Bishop, J. E. (C. 6. Hayes) London. 
Acheson, J. À. (8. E. Brayshaw), Blenkinsop, W. (Н. Sansom m), Darlington. 
Adams, D. H. C. Bladen), ИТ Вгапвоп, .R. (C. E. Co ley), Rotherham. 
Addy, T W. & W. B Ride Leicester, Brass, B. D. (S. 'T. Evans), London. 

2 ‚К.Н. C. Mp Rig Rid ice Breakell, R. M. (L. H. Clark), London. 
Pug ae L. Ki Brighouse, J. В. (Е. W. Cox), Long Eaton. 

, R. (F. Edwards), Erg eer) Britton, D. O. (F. , Robson), Manchester. 
Allen, D. L. (A. Pickstone), Manchester. Brooke, T. (W. S. , Dewsbury. 
Allen, К. (С. С. Bigg , London. Brown, R. (F. Hartley), Leede. 

Allison, H. (D. L Creer), York. Buckingham, K. de V. (A. W. Brooking), Bournemouth. 
Arbis, L. W. (J. P. Burke-Scott), London. Bulman, P. J. (J, Wilson), Middlesbrough. 
Archbold, J. 1. A. (F. Phillips), Newcastle upon Tyne. Burch, P. J. E. (S. C. Parker), ellington, Shropshire. 
Archer, D. I. (T. G. Darlington), London. *Burgess, С. nE . J. H. Clar! A Lon 

Arkell, K. О C. J. Brewster), London. Burrowes, P. (P. H. Plewa), London. 

dale, С. . F. Chaundy), Birmingham. Burrows, J. E. (A. E B. Gunn), London. 

Askham Е, E Е q: A at А ааа Burston, J. К. (C. Н. Duff), London. 

urner) Birmingham. 
Astill, HD (A. H. Walton), Manchester. Caland, МОНА Mitchener), Southampton: 
Astley, D. G. C. (E. M. Bowden), London, Cabe 1. О, (Ы. Hane) Роде. 
Aulton, J. S. (G. E. Johnson), Derby, Chadwick WH. (W. A. Bübecb), Liverpool. 
Austin, R. D. F. (J. W. M. Moves) London. Chapman, F. a (ё. D. Smith), London. 
Bailey, J. C. (G. R. Postlethwaite), Doncaster. Charles, É. A. (A. Marks), London. 
Bailey, R. A. (B. M. Frazer), Liverpool. Charters, P. A. (F. R. Coad), London. 
Bainbridge, К. H. (W. Т. 'illiams), London. Chubb, А. W. (J. A. Holmes), Sheffield. 
Baker, E. С. (E. Е. Baker), London. Clarke, W. B. (E. R. Nicholson), London. 
*Baker, J. R. (D. C. Cann), London. Clay, W. D. (R. Crozier), Manchester. 
Baldwin, J. B. (А. ]. Barsham), London. cough I J. D. (A. Golland), Rochdale. 
Balls, v (G. 5. Pitt), London Coe J. (A. Beatton), London. 
Banbury, J. B. (T. L. Clarke), Plymouth Cohen, B. M. E Munro), London. 
Banister, A. F, (H. C. Palmer), Northampton. *Cohen, H. (P. Fine), London. 
Basak, A. К. (C. J: Hayward), London. Compton, M. J. (J. B. Allen), Coventry. 
Bastiman, R. M. (Е. С. B. Ashby), Scarboroug Cook, P. Ps . L. Moore), London. 
Beddoes, E. (H. "R. Powell), Brierley Hill. Cooper, A. E. (A. H. Bonn), London, 
Belfer, D. W. (H. Arbeid), London. Cooper, W. A. (J. F. Dunk), Sheffield. 
Benson, C. E. (G. R. Lowe), London. Cotton, J. онор) Northampton. 
Berman, S. (H. Gould), London. Courtney, ЈА. (H. E. W. Hinde), Darlington. 


* See also Certificates of Merit above. 
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Cox, P. К; S D. C. Taft), Nottingham. 


Crabtree, E. (А. Smith), Manchester. 
Craig, R. (5. J. Hadley), Birmingham. 
Criddle, M. W. (B. J. Ashurst), London 
Croll, M. J. (J. Eaves), Manchester. 
Crozier, N. M. (Е. W. Bailey), Leeds. 
Crump, D, P. (W. E. Cox), irmingham 
Cunliffe, G. (F. A. Pitt), Manchester. 
Cutner, J. (C. K. Stansfield), London. 
Dallison, J. P. (P. A. Bridger), Birmingham. 


Davis, M. J. (J. A. Nicholson), London. 
de Alwis, L. A. W. CN C. Heyward), London. 
S. Schemmell), olverliampton: 
DE W. 4 . Mayhew-San ers), London. 
с. A. Riches), Norwich. 
. A. Deeker), London. 


, London. 

teele), Liverpool. 

; London. У 
t s heffield. 

Dicker, N. D. C. J mins), London, 

Dillon, G. J. (F. Booth), Cheadle, (Plender Prize for the General 
Commercial Knowledg paper.) 

Dixon, R. EN a ое ndon. 

Dodd, . W. Brown), Birmingham. 

ро LM. E. C. (L. S. Findlay), London. 

Donnelly, A. P, (W. C. F. Blakey), Newcastle upon Tyne. 

. K. (R. M. Morris), London. 


pemi R. 6. ^ E Stredder), Birmingham. 


Eni M. T0 А ros Preston. 
.G. . N. Chick), Nottingham. 
. D. (G. R. Lucraft), Brighton. 


Evennett, ES . (W. H. Blaxland), London. 
Everist, M. C . (B. Mayer), London. 
Fairhurst, D. J. (D. G. Bridel), London. 
Fardell, M. J. GL : B 3 Bradfield), Nottingham. 
Fenwick, J. G W. Robertson), London. 
Fernand dez, RW M t Quilin), London. 
Finch, M. H. А Kin. ; Sheffield. 
Fitton, D O.R Dakia rimsby. 


Fone, D. J. g. N. Haworth), Manchester. 

Freeman, (Miss) M. A. (C. C. Clapham), Wolverhampton. 
French, C. E. M. (C. H. W. Powell), London. 

French, i W. L. (R. Harrop), Lon on. 

French, M. F. Gat R. Mead), Coventry. 

Fyffe, 6 J. Theobald), London. 


Gadd, B. (M. S. Frank), Nottingham. 
Gale, ^. E Si P. Patterson), London. 
J. (F. F. Leach), London. 


vin, P. 

d, G. C. H. (J. A. Heacock), Birmingham. 
Garman, D. O. (E. G. F. Cartwright), Horsham. 
Gedge, J. B. (C. J. Vane), Birmingham. 
Gibson, P. С. (E. E. Newbald), London: 


E. 
Gill, D. G. (A. D. Saward), London. 

XS Russam), Bradford, 
*Goldamith, Р, Е . (T, J. Bond), London. 
Goodfellow, T. (D. Webster), London. 
Gould, I. D. (J. T. Patterson), London. 
Grace, C. J. (F. E. Rowland), London. 
Grange-Bennett, A. J. (J. P. Vallance), London. 
*Gray, D. R. (H. W. vs Det). London. 
Greenwood, А, (A. Th orniton); Burnley 


Greenwood, H. G. P. (G . Baguley), London. 
Griffith, G. P. mEn G. Miles), Swansea. 

Grimes, T. E. (F. R Tillett), London. 

Gurney, LM A. (K. P. Chapman), London. 
*Gyoury, H. W. (P. C. Watt), London. 

Hanson, I C. (H. Bolton), Leeds. 

Hanson, J. D. (E. F. Wi ins), London. 

Harel, J. M. A. (G. E. Rudd), London. 

Hargreaves, Т. Н. (К. W. Rodwell), Leicester. 


E. 
ез, R. 
Harris, J. M. L. (J. 5. Udall), Hanley. 
Harris, M. L. (J. L. poser) London. 
.C. P Northampton. 
. (G. H. Si) Теона а 
Harrison, P. D. Ww. E. C. Offer), Oxford, 
Hattersley, J. К. (R. W. Mitcbe ), Whitehaven. 
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Hatton, Т. Р. (С. W. Taylor), Barnstaple. 


Hazeldine, K. (T. M. Richards), Bradford. 
Hedley, W. W. Ка Е. Wags , Stevenage. 
Hezgzie, B. E. (Е. A. Bardsley, ‘Manchester. 
Hickling, B. B. Quail), Nottingham. 
Hill, G. A. B. 


(F. T. B. Gardner) ndon. 
Hinchliffe, D. N. (A. J. Goulden), Manchester. 
R.R R. Bridgford), Manchester. 
J. G. (N. “John воп), Chester. 
Holman, J. №. Е. (E. M. A. Reid), London. 
Vs А. Grad well), Manchester. 
D. M H. Leese), Manchester. 


Hunting, R H. (A. C. Falkner) 1 Londons 

Hurrell, A. (H. J. Sanders), London. 
Hutchinson, J. M. (P. R. Hackett), Birmingham. 
Hyde, G. R. (H. H. Kilvington), West Hartlepool. 


Ibrahim, M. A. Е. (W. L. Brown), Birmingham. | 


Dic . A. Barber), London. 
ellis Ва] ock, D. К, E. (S. J. Baker), London. 
enkins, D. M. (N. J. Wigley), Birmingham. 
Jenner, A. J. (T. Higson), Nottingham. 
J. C. (J. P. Stephens), London. 
Jenni G. VW. w A. Clubb), Cardiff. 
J- k Baker), London. 

ohnson, J. ЈЕ: (DA uton. 

Owen), Carmarthen. 


ones, E. B. (Е. XD Hall), London. 
Jonas; E. L. (D. G. Langford), Newport, Mon. 
ones, E. T. di M. C. Lawson), London. 
Jonen G. E Martin), London. 
ones, M. d E. Alen), London, 
iene R. B. S. Rogers), Llandudno. 
ones, R. N. (С. Wwa ercival), Birmingham. 
ones, R. eeler), Canterbury. 
•] R. W. (8. J. Wheeler), C b 


Joseph, A. M. (H. B. Marsden), London. 
Kaye, J. M (J. M. Smedley), Leeds. 


Koy ; у = vrl e London: 

elly, orsyth), £ underlan 

Kemp, M. L. (C. L Kemp), ГРА 

Кеп iE . Finch), Blackburn. 

Kenyon, P. H. A. (Sir A. R. Smith), London. 
anna, V. B. E: a: Heslop), London. 

Kilvington, S. ( M PIE ing), Huddersfield. 

Kneller, G. (D bs. Platt), igh Wycombe. 

Knight, J. R. G. Threlford), London. 

Knox, P. D. (R. H. Dutchman), London. 


Kreditor, G. (B. Leigh), London. Н 
Kvin, M. (С. Н. Barnard), London. \ 
Kyte, D. W. G. (E. W. Colwell), Lydney, Gloucestershire. 


Lace, J. I. (E. B. Sasking); Ormskirk. 
Lamb, D. RE и Stevenage. 
Lambeth, W. L. L. (D Combridge), London. 


Lane, J. G. (A. E. Travis), Manchester. 
Latif, ie Hennell), London. 
Leaf, A. 


R F, Prior i ed 
Ledward, J. M. (E. G. avien irmingham. 
Leech, M. R. (e. V. Ваи eltenham. 
York), Bournemouth. 
Lellman, V. *mmerson), London. 


уда 
np. 
n 
5 


Leonard, R. H. P 5, ee Chelmsford. 
Levy, А. С. (5. pc London. 
Lewis, C. C. B. (W. G. K. Ames), Cheltenham. 


Lewis, E. KER Leeds), London. 


Liddle, P. G. IE H. Hutchinson), Newcastle upon Tyne. 
Lilley, A. P. W. Plummer), Eastbourne. 
Little, E. G. о Кеј Carlisle. 
, C.J. ( London. 
Lord, J. E. E А Clare), anchester. 
Love, e (V. M. Burton), Bedford. 
Lowe, e, Kriteman), London. 
Lowe, УУ. E, Henin Birmingham. (West Prise.) 
Lucas, J.M И н: en), Blackburn, 
McHugh, M. R. H. (D. W. Pratt), London. 


Mackenzie, J. D. H. (P. S. Lane), London. 
Mackness, A. J. (C. Cantor), London. | 


* See also Certificates of Merit above. 
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McNair, P. С. EY Gittoes), Birmingham. Roberts, (Miss) J. R. (L. F. Pilgrim), London. У 
Madge, J. В. X Beck), Birmingham. Robinson, b . (W. B. Waite), Barrow-in-Furness 
Main, EL Ве Liverpool. Robinso: . F. (S. H. Smith), London. 
Marks, a Gn E А. Chapman), London. Robson, D. A. (T. H. Parker), Manchester. 
Marks, C. M. aye fan) t), London. *Robson, i: S. J. С. Billingham), London. 
Marks, С. (7 anchester. . Rodger, J. H. (J. D. Barber), Sheffield 
Marlow, ^ Т. (C. H. ell), London. Rodrigues, D. E. (L. E. H. Bolton), London. 
Min R. Lg А amn 5 ener Tum e Rothman, А. M ње Ропабо rd), Winchoetez. 
а . 8. (С. S. Major), Birming| Й d Round, T. P. ercival), 
Mead, J. P. (R. J. Pio Oxford. ` Е Rowberry, B. $ . G. Thorne), Hereford. 
Mellalieu, J. T. (A. T. Mather), Blackpool. kl : Rowland, A. E. Sp Hanmer), Liverpool. - 
Mellor, S. W. (J. A. Deed), London. Rowlatt, R. N. (E. T. Wallis), Kidderminster. 
Mendes da Costa, d A (A. J. Heald), Brighton. ' Rudd, Е. C. (D. J. Dempster), Lianelly. 
Merrett, A. J. (R. Coath), Cardiff. Я Rudman, В. К. (Р. М. Lowick), Bristol.- 
Middlehurst, J. К. (Н. W. Burrell), Liverpool. Rush, P. J. (A. Ellison), Liverpool 
Miller, E. A. (D. Armitage), Leeds. 
Miller, Н, L. (S. J. Cobb), Kingston-on-Thamés: Samaraweera, D. E. А. S. (H. C. Quick), London. 
Milis, A. P. T Blackie), London. у Sandbach, Р. W. d D. Thornley), Manchester. 
Mills, M. J. W. (W. С. Brookes), London. Sanderson, R. S. (M. Yates), Sheffield. 
Mills, P. I. (L. Pells}, London. | Sendford, D. F. H. e A. Daniel), London. ' 
Milne, | Р. o Mallabar), London. . Savin, L. E. (W. L. Rowland), London. 
Mitchell, J. E. (A. C. B 9d London; i Scarisbrick, D. T. (D. G. Turner), London. 
Mitter, H. P. (H. C. Allen) C don. Scott, P. N. (E. C. Brown), London. 
Moglia, С. С. (У. G. P. Brough), Doncaster. Seidel, B. R- W. Leigh), London. 
Monod, K. A. (C. T. W. Brewster), Watford. Seligman, D. L. (W. H. Shears), London. 
Moore, P. S. E . M. Morison), London. Seligmann, R. (1. N. Cornish), London. 
Moss D. E. C. (S. F, Wilson), London. Shah, J. S. (C. McCormick), London. 
Muir, I. R. (G. F. pa London. Shanahan, P. (R. Pinto), London. 
Mustchin, D. A. Toup, London. Shaw, G. W. (D. G. Gordon), Bournemouth. 
Myers, G. J. (A. isher), London. Shears, F. С. . L. Mooyaart), London, 
Simpkm, B. LS . Hancock), Sheffield. 
Na , L. A. (L. R. Wilkinson), Manchester. Simpson, H. D. E. (K. B. ristow), London. 
Neill, (Miss) M. D. E, S. Dixon), London. Slavin, S. (H. O . Raphael), London. 
Nelson, R. А. R. (А. G. Ј. Horton Stephene) Brighton. Slee, 6. . (F. J. Robson), Manchester. 
Newson, E. G. (C. Gould) London, Slifkin, I. (Н. Daniels), Bolton. 
Newton, T. (Sir R. E. Y cable), 1 London. : Sloan, W. (P. G. Brown), Sunderland. 
Norman, G. J. (W. J. Dymott), London. Smith, B. . M. Hume); London. 
Norman, К. S. (W. L. Coulton), London. , Smith, G. R. .A. Walkden), Northampton. 
North, D. J. (C. D. North), Batley. Smith, І. (8, А, Тена), Lon on. 
~ = Smith, R. H. K. (Р. M. Plucknett), London, 
Omar, H. A. M. (T. B. Robson), London. Smurthwaite, J. (С. Goldston), Stockton-on-Tees. 
O'Neill, E, (J. J. Галь ull), London. Sowerby, J. A. (W. H. H. Hutchinson), Hull 
Orman, D. Н. (J. W. Williams), London. Spiro, S. (C. W. Raw), London. 
d Spoor, R. С NC Cri чар), perde upon Tyne. 
Palmer, J. В. g. L. Merchant), London. Sprackling, J gery) Hereford. 
Pardoe; f H. (B.O'D. Manning), London. Stacy, С. H (C: CAT ndon. А G 
oe; f. К. (A. L, Blower), olverhampton. Е Stannard, С Н. Holl), Norwich. 
n, G. E. uud Freeman), Preston. . M Starks, D. K. (F. Woodhams), Londen, 
Parke T. C. (К Benbow), Northampton. Stead, D. (J. S.-Hanson), Dewsb 
*Pescoe, J. Н. (A. R. Stacy), London. Steel, J. C. K. (Ј. Е Cullingham), Le ondon. 
Paterson, J. W. (J. K. Carpenter), Watford. Steeley, G. L. (D. С. T. Crabbe ham 
Patoux, J. L. (B. W. Vincent), London. Stephenson, R. N. D. (H. A. Edwards), ewcaatle upon Tyne. 
Patterson, А. (S. V. Bye), Middlesbrough. Stone, B. J. (R. H. Jenkins), London. 
Pearce, R. J. B. (L. z ), London. = у Stringer, J. de С. (A. С, Falkner), London 
Pease, D. А. (Т. С. Ca peyh N ewcastle upon T'yne. Sullivan, A. N. J. (H. S. Dunk), Dartford. 
Peters, m kw b cacon); Coven ~ Susskind, P. С. (У. Sklar), London. 
Philpott, A. K О.В ennett ), Oxtord. Swain, R. А. (E. D. London), Nottingham. 
Pickles, R. С anes, ает), Bridge. А 
Бари, R. F. (E. D. Jehring), London. ` Tabor, J. D. J. C. Yeates), London. 
Pike, M. J. D D.Wi п), London. у Taggart, M. J. e. W. Goodfellow), London. 
Pilcher, M. B. (G. H. Carbutt), London. . Tate, С. E. d Mulcaster), Newcastle upon 'T'yne. 
Pittom, T. (J. W. Walkden), Northampton. Taylor, F. (H. Ogle), London. 
Potier, A. (G. F. Thornton), Barnstaple. Teagno, E. (G. T. Schofield), London. 
Powell, D T. J. W. ioe gy (ae Chelmsford. (Plender Prize for Terry, b. P. 5. (E. R. Ho London. 
the Pokk ccounts (Executorship) papet Thomas, P. H. e J.P , Paignto 
Powell, Т. R. (P. гези. London, Thompson, А. С. R. (C. M. ' Skinner), Manchester. 
Pratt, A. P. (M. B. Hart), Bri 'Thompson, P. R. E . Bennett), Birmingham. 
Prentice, R. C. F. ue ; Burton-on-Trent. дасто, N. С. (B. Kidson), Wolverhampton. 
Preston, J (A. Jefferys), London. . Tibbells, J . W. Glass), Liverpool. 
Price, J. x (H. M. e London. Tiltman, E. P. A.L. Blower), Wolverhampton. 
Price, . J. Williams) iff. $ Titcomb, S. J. F. Steven), London. 
Prior, R. р. wis Mayhew-Sanders), London. Tod, T. I. Е. (N. Rutter), Liverpoo 
Palins С. А. Er V. Newland), Birmingham. Tosh, I. (J. K. Snow), Scarborough. 
Pullen, V. Е. (Н. M. Crawford), Colchester.” Towers, C. H. (J..S. Paine), London. 
‘ Travis, J. К. N С. Cox), Manchester, 
Ralli, G. A. C. Howard), London. *T schaik , D.J. N. .b. Kidson), London. 
Rayner, M. (5. W. Вескег- ones), London. А Tumbri . W. (Е. R. Coad), London. 
Redgrave, J. A. B. (L. J. L. I. Judson), London. Дате . R. EN. . Phillips), London. 
Reid, D. C, (R. Francis), London. ‘ (Е. T. Coulson), Scarborough. 
Rhenius, T. (J. Ci , Lon on. 
Rice, À. G. (H. W. Barratt), Birming Wadley, E. J. (S. Sassienie), London. 
Rich, D. (J. M. Hanmer), pie (Plender Prize for the Wahle, F. A. A. P. (R. H. egg ana London. 
Book- and Accounts (Limited Companies) paper.) , J. (H. J. R. Roffe), Godalming 
Ritson, J. M. (L. E. H. Dolton), London. - Walden, J. F. (W. W. Bigg), London. 
Roadnight, J. L. (J. B. Worley), London. Walker, G. M. H. e D. Walker), Liverpool. 
Roberts, G. D. (К. А. Stevens), Wolverhampton. Walker, J. p. (C. T. Plant), Derby. 


E * See also Certificates of Merit above. 
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Walmsley, P. J. (R. H. Benbow), Northampton. З о Wiggins, M. L. L. (H. E. C. Andrew), Leamington Spa. 

Ward, N. T. S. C. Mallett), Birmingham Wild, С. A. (С. Hey), Manchester. 

Waring, J. F. (J. H. Waring), Bolton. s Williams, C. E . Trew), London. ^ 

Waterhouse, R. D. ЕРЫ WG Mitchell), Bradford. Williams, W. D. (D. F. Jewers), Plymouth. 

Weaver, R. J. Р. pleby) London, Windebank, R. G. (L. G. Jones), London. 

Webster, C ig eres "E Wiseman, G. А. (L. Sco Hastings, 

Weir, C. Е. (Н. d p Rei не Wolf, A. С. (K. k 50059. Sou hields. 

Weiss, E. L. S. 0. M. Freeman), Newbury. Wood, A. C . Kinnis), Grimsby. 

Welbon, J. B. (A. $ Downs), Hull. . Wood, В Н. (T. L. Wilson), Leeds. 

Westmore, Н. С. Р. (J. D. Brown), London. Worsdsll, К. Е. q A. Wells), London. 

Whe (Miss о Р.Ј.(Ј. Е. Ray 5 ord. Wray, 1. УУ. VA Frank), London, 

White, J. R. (E. E. Wilding), London, Wright, P. J. (C. E. V. Salsbury), Bedford. 

Whitelock, P. R. (W. N. Herald), Leeds. | 

Whitley, ss) A. H. J. (P. A. itehead), Birmingham. Young, D. W. J. (P. S. James), Sidmouth. 
425 Candidates passed. 507 Candidates failed. 


PRELIMINARY EXAMINATION 
. Held on November 11th, 12th, 13th and x 4th, 1952 
First in Order of Merit, the Institute Prize and the Deloitte Prize for the year 1952 
Blakesley, Andrew Lawrence, Great Yarmouth. 


Full List of Names of Successful Candidates 
(in alphabetical order) 


Barrett, E., Ashton-under-Lyne. Frankish, T., Hull. Perkins, Е. К., Stockport. 
Bennett, В. W., Leicester. Freedman, J. D., Brighton. Platt, G. B., Leeds, 
Be M. K, "London. ; Potter, R. V., Oundle. 
*Blakesley, A. L., Great Yarmouth. Gooder, G., Leeds. Prescott, A. H., St Helens, Lancashire, 
Booth, Е., Leeds. Goodsir, С. 8., London. Proffit, P. T., Ellesmere Port. | 
Boyt, M. т. Manchester. 
Bright, M. ., Parkstone. Harper R N., Stretford, Reeder, T., Stockport, 
Bro ., Rochdale. , Birmingham, Roberts, J. G., Bristol. 
Buck. Da "Eccles. Наг. Ne Preston. Rowe, P, J St Albans. 
Butterworth, C., Warrington. Hazeldine, B., Macclesfield. Ryley, C . B. Birmingham. 
H M E О» Зар ick Sanders, E, B. Ilford 
Clark olden, methwick. о: 
Cont, M DG. Бован. Hunton, М. J. Т., Liverpool. Scott, R. S., Hull. 
[ever i K.'D., West Bridgford, Sheridan, R., Manchester. 
Сои P. J, A., Old Windsor. Kwan, C. H., Stanmore. Sitaram, N., London. 
L Il, N., Lond. rer W. J- зору Shor h b 8 
Damen, D. A., Alton. ayzell, N., London. mith- t oreham-by-Sea. 
Davison, yo. E ston, . ell, P. R., Bath. | Sweeting T, bt 
іскепв orthwi M ' 
, ajor, S. E., London. 'Thickbroom, P. A., London. 
Edwards, J. C., "Birmingham. . Moir, A. K., Harrogate. 
Moore, 2G. W., Grantham. Urmson, R. K., Bolton. 
Emmett, R., Burnley. Morris- ones, D. Т., Appleton. 
. Waddington, J J. R., Burnley 
Fielding, D., Ashton-under-Lyne. Palmer, S., Stockport. Williamson, ; Stalybridge. 
59 Candidates passed. 112 Candidates failed. 


Summary of Results 
Final Intermediate Preliminary Total 





Candidates Successful .. e 468 . 425 59 952 
Candidates, Failed .. 22 2 539 507 112 1,158 
Candidates Disqualified .. as I – – I 
Candidates Sat .. s - 1,008 932 171 2,111 








* See also Certificate of Merit above. 
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THE ACCOUNTANT 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


Results of Examin&tions held in November 1952 
FINAL EXAMINATION Parts I and II 


Honours Candidates (5) 


First Certificate of Merit and First Prise 
Hedges, Joseph Askew (with Reeves & Young), Canterbury 


Second Certificate of Merit and Second Prize 
Gibson, Peter John (with Leslie Furneaux & Co), aoe 


Aberdeen E : 
Wilson, С. M. (with F. A. Ritson & Co). 
Belfast 
reer, Т. (with Rawlinson, Allen & White). 
Wilson, J. (with Atkinson & Boyd). 


ham 
Bowles, D 
Corbett, I. D. (with George ^A. Touche & Co). 
Hull, W. {with Newton & Co). 
Lane, S. (with Wall & Tanfield). 
McCormick, K. H. (with Graham G. Bissell & Brown). 
Robinson, B. F. (with Harrison, West, Ledsam & Co). 
Watkins, A. F. (with Price Waterhouse & Co). 


Blackburn 
Hitchen, N. (with R. Smith & Со). 


Blackpool E 
Bayley, R- G. (wik Joba J. Harison & Со) 


Bombay 
Cyriac, E. J. (formerly with Gondalia & Mandviwalla). 
Daruwala, S. T. B. (formerly with D. N. Navder & Qo. 
Bradford 
Baguley, R. (with Armitage & Norton). 
entham, E. (with Walter Bentham). 
a, . (with Rawlinson, Greaves & Mitchell). 
Gausen, L (formerly with John Draper & ee 
cdg T · (with Percy Hodgkinson & 
North, fri with Russell, Tillett & Co). 
Smith, E. P. (with Boyce, Welch & Co). 
пресека С. (with Rawlinson, Greaves & Mitch 
T (formerly with J. Herbert Haley, Son & 


Bridgwater . 
oolaway, R. T. (formerly with J. & А. W. Sully & Co). 


Brierley пази 
Pegg, К (with Gough & Wright). 
Bristol 
Bultitude, . R. (City Treasurer's Department). 
Clark (formerly with шаве Youngs & Со). 


Fish, 'B. » (with Solomon Hare & 
Jones, R. F. W. (with Curtis, J Бим Cornwall & Co). 


Burnley 
Boothman, R. (with J. H. Worsley). 
re) | 
Andrews, S. w. (City Treasurer's Department). 
Griffiths, D. R. B. (with Phillips & Trump). 
Jobn A. H. (with Jones, Robathan, Thompson & Co). 
ones, À. M. (with T. R. Morris). 
Rhodes, C. R. C. (with К. H. March, Son & Co). 
Simpson, D. A. (with R. H. March, Son & Co). 
Williams, J. O. M. (with J. Wallace Williams & Co). 
Chester 
Vickers, I. J. D. (with Williams & Chapman). 
Coalville | 
Hicken, E. A. (with Elverstone & Со). 


Colchester 
Langstone, V. E. H. (with Cooper, Cozens & Co). 
Smith, F. G. (with Clifford C. Palmer). 

Cork 
Harman, J. W. G. (with Henry C. Hitchmough). 
O'Leary, J. D., в.сомм. (with Stapleton & Co). 


. M. (with Russell, Durie Kerr, Watson & Co). 


Third Certificate of Merit and Third Prise 
Shaw, Brian (with Frank Phillips), London 


Fourth Certificate of Merit 


dson Smith, Briggs & Co), Bristol 


Croydon 
Pepper, F. (with Brown, Peet & Tilly). 


Derby 
Broadhurst, H. (with Nutt, Horne & Co). 


Dublin 
Collins, J. K. (with Coyle & Coyle). 
ue p mp а 
А wi 
Naily, B. L. E. CENE TOTIS 
O'Brien, P. D. dum Geruld J. Moore). 
о’ Connor, D P. (with F. R. O'Connor). 
Tannam, D. H. (with F, R. O'Connor). 
Edinburgh 
Johnstone, J. M. N. (City Chamberlain's Department). 
Marshall, J. K. (with RR & Paterson). 
Exeter 
Harris, B. C. (with W. W. Beer, A pun & Co). 
Kirk, G. D. (with W. W. Beer, Aplin & Co). 


Exmouth 
Featherstone, D. C. (with S. J. G. Southon & Co). 


Fakenham 
Lewis, R. H. (with Harman & Gowen). 


Fareham 
Miller, A. С. D. (with А, J. Palmer & Со). 


Gravesend 

Dyer, H. = S. (Deputy Borough Treasurer). 
Guernsey, С 

ee KH. J. (with Н. W. Marshall). 


Harrogate 
Morley, W. S. (with S. T. Milner). 


Hastings 
Mills, D. M. (with Gibbons & Mitchell). 


High Wycombe 
unn, B. W. (with R. M. Blaikie & Co). 


How 

Chandler, J. A. (with Russell, Fleming, Boys & Co). 
Hull 

pte A. (with Goldie, Campbell & Robins). 


with Buckley, Hall, Devin 
te G. N. asd Br parade & CU). 


Cane A. with Goldie, Campbell & Robins). 

Peskey, W. . W. (with Scott, V hieatley 8 & Enen, 

Smith, A. N. (with Hodgson, Harris & Co), 
Srinagar ( 


Kashmir) 
Krishen, R. (formerly with Roy, Malhotra & Co). 


Fire, E. (with Bottomley & Smith). 
King's Lynn 
arcourt, M. C. (with Stephenson, Smart & Co). 
Kingston-on- Thames 
Smart, B. J. (with P. G. Lambirth & Co). 


Lancaster 
Taylor, 8, (with Thornton & Stanley). 
Leeds 
Balmforth, 


paca ae S. (with Chas. H. Munkman, 
Clarke, A. P. (with S. R. Fuller & Со). 


G. (with Feat; Marwick, Mitchell & RUD 
Child & Co). 
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Bates, Raymond (with Price Waterhouse & Co), Newcastle-on-T'yne 


ifth Certificate of Merit 
Hawkins, Charles Frederic! Mane. (with d 


138 | THE ACCOUNTANT _ January 31st, 1953 


Leeds (contd.) London (contd.) 
Hawley, B. (with Н. F. White & Co). 


Holdsworth, H. H. (with Sir Charles H. Wilson & Со). 3 Treache , SR. ja Meus Carson & gioia, 
Hutchinson, I. J. (with Fredk. & C. S. Holliday). Ward, H. E. (with Crane, Houghton & Crane). - 
Krasner, А. (with eld & Co). Waud, E L. k< (with Deloitte, Plender, Griffiths & Co). 
Low, J. (with Davidson, Collins & Verity). Wells . S. (Borough Treasurer's Department, Shore- 
Mitchell, A. 5. (with S. Mitchell & Son). dh)" 
Morton, р. (wi A. France & Co). тан . W. (with Deloitte, Plender, Griffiths & Co). 
Leicester | ton, Roc G, with Lewis, a H ае. 
Styles, Р. 5. (with Wykes & Co . anie ony, iaylor 
NS B. L. (with Baker & oy. Ven D bt, P. È iim Hill, Vellacott & Со). 
Е Е Long Eaton 
“Hane, r M. (with J. Nicholson & Co). 2c . Downs, R. W. (with D. У. Н. Phipp & Co). 
Luton 
E TÉ C. H. (with Harmood, Banner, Lewis & Mounsey). Armstrong, M. J. (Borough Treasurer’s Department). 
Gittins, P. L. (with H. A. F. Brookes), Wallis, I. . (Borough Treasurer’s Department). 


Lopez, K. W. (with Henderson & Eastwood). Madr 
McManus, Miss A. (with Harmood, Banner, Lewis & Mounsey). a 


Ruahton, N. W. (with E. M. Owen & Co). Prasad, J. L. K. (formerly with G. M. Dandeker). 
Sutton, B. W. E. (with Blease & Sons). Maidstone 
Tandon Pocock, S. J. (with McCabe & Ford). 
Akers, P. J. (with E. C. Barber & Co). Malton, Yorks 
ATP G. S. (with ae penner а боп). x Hoggard, G. H. (with C. White). 
(with Alfre Wright & Manchester 
Arkcoll, G 8j (with HE simon & o) Andrews, E. S. (with Dearden, Gilliat & Co). 
Beachi, D. F. {with Baker, Sutton & Co). 
Beavis, J. J. (with Lawrence H, Fink & Co). Bould, N. S. (with Willett, Son & Garner). 
Berg, L. (with Bradley, Li on & Co Caro, T. E. (with Thomas Forster & Со). 
H olus Cooper, ~ Е. (with Price Waterhouse & Co). 
Big су, га V. (with Allen, & Best). Co 
B zzi, R, А. (with Foden = « Со). Cooper, A. R. (with Henry Smith, Hamer & Co). 
d, T. W. P. (with Richard Н. Nerney & Co). Foden, C. (with Lloyd, Piggott & Co). iesale S 
Clark N. A. А Стан Baker, Sons i Bell). ve d) (Audit Department, Co-operative Who e Society, 
n, wi ionel Davidson о 
a Tired td и 
А егпаг з & Со 
Coleman, A} "(with Clark, faris má & eX. Wood, J. к (with J. К. Atkins & Со). 
Gor, De A „А. Mos Finnie, Rons; Welch & > Middlesbr 
à UE r, Feather aterson Co 
Craze, $ ir (wath АР d Neill & Co). Jones, RA (4 (formerly with C. Percy Barrowcliff & Co). 
Cutler, T. H. (with Deloitte, Plender, Griffiths & Co). Nairobi, Ke 
Cutts, M. A. (with Geo. W. Spencer & Со). Jolley, M.F. F. (with Alexander, MacLennan, Trundell & Co). 
Dhanbhoore, C. D. € irh Joel Ae. > Newark 
oora, with Joel Auer ` А : 
Dickens PR (ui C. E) Pola) ah) Burgin, D. A. (with Stephenson, Nuttall & Co). 
Douglas, С. C. (with Ernest Clark). Netocasile n туле . 
Evenett, J. A. (with Batty & Co). Baileff, with Price Waterhouse & Co), 
Field, P. J. (with Peat, Marwick, Mitchell & са). Felton, R. es Ridley & Ridl xi 
Fitzpatrick, G. A. (with Lon ngeroft, Smith & Co Holland, F. E. (formerly with Winter, Robinson, Sisson & 
Freeman, H. pose Alliott, Makepeace & Co). Benson). 
Friend, ЈЕ Board of Trade), Kings, H. (with Thomas Rodger & Co). 
Салт, К. L. (with Peat, Marwick Mitchell & Co). р . | 
Goss, C. (with R.G.H Herman); New Delhi. у у 
Harper, P. E. (with Smith, B Bhandari, К. M. (formerly with К. P. Soni & Co). 
Heat B. V. (wich Balira, па & C). Nettori, Mon 
eat wi allar 5 ЖЕКЕ 
Heather, R. E. (with W. T. ADS Son). Ash, К. А. (with C. T. Stephena & Co). 
Herling, K. (with J. Hyams). Newton Abbot 
Hickson, D. A. L. (with Viney, Price & Goodyear). Power, C. L. (with W. E. Reynolds & Co). 
Ноа Is 2 bs A Cl) olt & Co). : Nor 
8, wi ubbay thampton 
bus D. А. (with Farrow, Bersey, Gain, Vincent & Co). Chick, K. J. (with H. Bullard). 
Jones |. ra M: E (with Slipper ri c Norwich 2 
ones, wi ooper Brothers о ић Нагрег ; 
ennett, Miss С. (with Baker, Sutton & Со). Earp, R. H. (with y Smith, Moore & Co). 
Loveridge, H. C. (with Spicer & Pegler). Nottingham 
Mansfield, S. E. (with Evans, Davies & Со). Bowler, R E. frith Mellors, Basden & Mellora}. 
Mantz, R. H. (with Tansley, Witt & Co). Dewey, А. C. (with Taft, Baldock & Winstanley). 
МА a с MR utcher, ues urs & Co). Oxfor d 2: 
orrison wi rtleys, Wilkins & Flew : А 
Могод “(wih Henry J фита & Co), ). ce, R. J. (with Wenn, Townsend & Co). 
Parish, К. К. B. (with th Deloitee, Pl Plade Griffiths & Со). Plymouth 
- Patterson, L. R. (with Hibbert, Sier, Woods & Со). Denman, J. W. R. (with White & Pawley). 
Redes oL Grith Baskeri Sier, Woods & Co). Port ih 
eri wi kett nt). | : у 
Saville, P. D. (with Woodington, nun & Co). Allen, C. W. M. (City Treasurer’s Department). 
Scott, W. with Henry ]. Burgess & Co). Preston 
Sears, D. C. (with Peat, Marwick, Mitchell & Co). Halsall, T. (with Wilkinson & Freeman). 
па R. (with Peat, Marwick, Mitchell & Co). Jolinstone, = - (County Treasurer’s Department). 
Slatter, with A. E. Quaife & Gower). Sudell, F. G . (with Whitehead & Aldrich). 
Smith E B e ( Ds Pelone Fiender, ae i e. Rochdale 
mi with Farrow, Bers senm 
Fletcher, J. тн Stott & Golland). 
Smith, wW. Lo Peat, Marwick, воан & Co & Co 
Stanton, L . (Louis Stanton & Со). Henthorn, E . (with Walter S. Lewis & Sons). 
'Thomas, EL L. (with Peat, Marwick, Mitchell & Co). Sheffie ld 
‘Thomas, В. J "(with Charles G. Clark & Co). Loveday, C. A. (with Peat, Marwick, Mitchell & Co). 


Thompson, J. E. (with George Little, Sebire & Co), Mansfield, B. (with Cooper Brothers & Со). 
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Sh (contd.) 
Slater, K. F. (with Joshua Wortley & Sons). 
Spittlehouse, J. (with Macredie & Evans). 


Shepton Mallet 
Reeves, M. J. (with Berkeley Hall). 


А 


Sloug. 
Lunt, G. W. (with Walter Н, Oury). 
Southampton ч 


Cross, Р. (with Alfred Н. Brown). 
Moody, R. (with Beal, Yo & Booth). 
Snook, G, F. W. (with B esl Young & 


South; 
b е D. P. G. (with Lithgow, Nelson & Co). 
Hobley, D. H. (with Lithgow, Nelson & Co). 


Stafford 

Turner, А, B. (County Treasurer’s Department). 
Stockport 
Lindley, B, (with Henry Pell & Co). 


Stoke-on-Trent 
Green, T. B. (with M. P. Ferneyhough & Co). 


Swansea 
Hagae F. (with Francis Williams & Vaughan). 
Jones, G. б. (wi with Baddiel, Sleeman & Co). 
Owen, S. (with Ronald Cross & Co). 


Sunderland 
Dickson, W. (with Laverick, Walton & Co). 
Eramerson, J. (with G. N. Randle & Co). 


Swindon 


Duckett, À. G. (formerly Borough 'Treasurer's Department). 


Taunton 

Gregory, E. J. S. (County Treasurer’s Department). 
Wakefield 

Hepworth, P, N. (with C. A. Moulton & Co). 
Walsall . 

Trueman, L. J. (with Herbert Pepper & Rudland). 
Wallasey 

Bird, F. W. (with Thornton & Co). 


Wanstead 
Rawes, G. R. (formerly Borough Treasurer). 


the ecretary not later than M. 
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Waterford 
Kelly, А, F. (with W. A. Deevy & Co). 


We 
oord B. V. (formerly Borough Treasurers Department). 
Wells, Somerset 


Kenney, C. H. (with Hucker & Booker). 
West Hart 1 

Walton, J. W. (with E. J. White & Со). 
Weston- 


Tozer, uber Mar (with J. & A. W. Sully & Co). 
Weymouth 
Ereaut, P. A. (Deputy Borough Treasurer). 


Winchester 
Halford, K. (with Kendall, Galloway & Smith). 


Wolverhampton 
Darlington, 'T. J. (with Pearson, Blower & Co). 
ones, G. А. (with T. Е. Lowe & Со). 
ard, D. J. (with Southerns & Carter). 
Willcox, E. J. M. (with Campbell & Co). 


Worcester 

Crumpton, D. (with Walker, Weller & Roy). 
Worthing 

Webber, F. E. (with Carpenter, Box & Co). 


Yi Somerset 
, W. R. (with J. & A. W. Sully & Co). 


York 
Wilson, R. (formerly with Barron & Barron). 


FINAL EXAMINATION Part I only 
Names on est to the Secretary. 
Candidates Passed (2 o6) 

FINAL EXAMINATION Part II only 
Names on request to Secretary. 
Candidates Passed (151) 


sere next examinations of the Society will be held on Ma y tam tati, 
14th and 15th, 1953. Complete applications shoul 
onday, March r6th, 1953. 


(Candidates Passed 248) 




















Summary of Results 
Final 
Parts PartI | Part II Modified 
Candidates IG II only only Intermediate Preliminary . Preliminary Total 
Passed js 55 267 189 341 40 20 912 
Failed "m 76 351 61 384 93 20 985 
131 618 250 „725 | 133 40 1,897 


eo ши | или 


пи === ко 


Fourteen candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part I only. 
Thirty-eight candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 


INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


Results of Examinations held in November 1952 
FINAL EXAMINATION 


First Place, ‘Collins’ Gold Medal and the Institute Prixe of £10 ros 


Wall, Ernest Pierre, Gloucester C.B. 
(Passed Part B at a previous examination) 


Second Place, and Prize of £5 5s 
White, Gilbert John, Berkshire C.C. 
(Passed Part A at a previous examination) 


. Third Place and Prize of £3 3: 
Johnson, Burton Harry Frederick, S.E, Electricity Board 
(Passed Part I at a previous examination) 


Fourth Place and Prize of £2 2s 


Waite, John Nixon, Town Chamberlain’s Department, Greenock 
(Passed Part B in May 1952 and Part 2 at a previous examination) 


140 THE ACCOUNTANT 


PART A 


Awarded the ‘Philip Howes’ Memorial Prize of Books to the value of 


IO Ios 
TWall, Ernest Pierre, Gloucester С.В. 


Awarded the ‘John d "Memorial Prixe of £10 ros fra Advanced Accountancy: 


Wall, Ernest Pierre, Gloucester C.B. 


Ainge, R. C., Leicester C.B. 
*Austin, W., Deptford M.B. 
Barnes, P. C., Hayes and Harlington 


Bartram D. G., Coventry C.B. 


*Gilbert, H., Beverley B. 
*Harnett, H. V., Deptford 
Harvey, A. R., Lincolnshir; 
TE DE G., Weymo 
8 


190500) С.С. 
& Melcombe 


Bebb, Е. P; 'City Treasurer’s Dept., Hewett, H. E., Great "Yarmouth C.B. 
airobi. Hoccom, J. W., Birmingham С.В. 
*Bromley, G. L., Leicester C.B. * Hodgson, L., Horsham U.D.C. 
, Wiltshire C.C. *Holdsworth 7. D., Bradford С.В. 
*Bushell, B. J., Wimbledon B. Horsfield, K., Lytham St Annes B. 
Carter, T E., Birkenhead С.В. *Houghton J. 'В., Essex С.С. 
еСћаппегу, WR. R., Crawley Dev. Co *Hunt, К. M. , Slough B. 


*Clements, R. E., Newton Abbot R.D. 
* Cooper, А. Rawtenstall R. 
Dew, R. А. W., Croydon C.B. 
*Dunbabin, R. W. , Newport Pagnell 
R.D.C. 
Ы R., Smethwick C.B. 
eEacott, D. E., Оке C.C. 


*Jamieson, W.L. P., West Lothian C.C. 
E B. H. F., S.E. Electricity Board. 
anden, D. G., Gravesend B. 
*Lawrence, D. J., Bracknell Dev. Corp. 


J 
“Laweon, G. F., Lincolnshire (Holland) 
Lovell, K. E. W., Middlesex C.C. 


*Eastman, M. tC. McMillan, C. G., Liverpool C.B. 
*Edmondson, J. CE RACE UR св, Mockford, I F. Hamps e C.C. 
*Ellam, E. R. Cheshire C.C. ` Moody, А cerington B. 

*Evans, E., Wimbledon B. *Moulson, Е ie tedden eld C.B. 
Foxley Е. Е., St. Helens C.B. Muscroft-Jakobsen, E. W., Nottingham- 
Fyfe, C. N., Town Chamberlain's Dept, _ вис C. 


` C: 
Motherwell & Wishaw. *Mustoe, K. W. L., Plymouth C.B. 


*Gale, J. C., Tottenham M.B 
t Passed Part B at a previous examination. 


PART B 
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Jor Local Government Finance: 


Nielson, P. S., Birkenhead C.B. 

*Palmer, B. R., Wolverhampton C.B. 
*Peacock, F. R., Birmingham C.B. 
Pearson, W. D., Lancashire C.C. 
*Pennington, D., St Helens C.B. 

Phillips, B. H., Cheshunt U.D.C. 
Portman, С. A., Barnsley С.В. 
ten C. S., Yorkshire (West Riding)4 


*Prince, B., Miss, Leeds C.B. 
*Reynolds, A. F., Manchester C.B. 
*Sharratt, A. W., Lancashire C.C. 
*Shoesmith, G., Southend-on-Sea C.B. 


sooner d us L., Wakefield C.B. 
*Smith, ., East Midlands Electricity 
Board ( а "1 Sub- Area). 
*Smith, J. B., Aldershot B. 


*Smith, R. 'G. F., а ин C.C. 


Bradford C.B. ` 
elu DOMO A., Richmond (Surrey) B. 
Thomas, A Hertfordshire C.C. 

*Wall, E. P loucester C.B. 
* Wilkins, A. L. L. ., Nottinghamshire С.С. 
*Williams, W. T., Borough Treasurer, 
Denbigh. : 
*Woodall, R. W., Birmingham C.B. 


• Passed Part B or Part I at a previous examination. 


Awarded the President's Prize of £5 5s for the highest marks in Part B: 
Camberwell M.B. 


Haynes, Frederick Thomas, 
Awarded the ‘G. А. Johnston (Dundee 


TCalvert, Gordon William, M: 
Allen, P. J., Oxford C.B . *Hayling, K. G., Dartford B. 
* Andrews, б, T. Tunbridge Wells B. „Heynes, Е. T ; Camberwell M. B 
*Bailey, P.H , Wakefield B. *Hodges, G Newcastle upon Tyne C.B. 
Brown, T. E., Deputy County Treasurer,  Hulse, B. Е. DM inance Officer, 
Fife Colchester Gro 
Buller, 7: N., Margate B. . *Hume, J., Hampetead MB 
Carpenter, F , Hampshire C.C. Iggulden, G. F., Chelsea M.B. 
*Cheater, D. G., Hampshire C.C. Jandrell, Н. R., Monmouthshire С.С 
Clark, K.G Sa Talo. of ight СС. ones, С. R., Bolton C.B. pe 
Clarke, D. M., Great Yarmouth C.B. јопев, TG сооп C B. 


Coates, J. R., Buckinghamshire C.C. *Lawrence, E. A., Bootle С.В. 


Cotton, C. E., ham C.B. 

*Dixon, A. W., Stockton-on-T'ees B. „Бета, G. H., Leamington Spa B. 
Godfrey, Р., Hove B. Littlewood, E, Sheffield C. 
Good, D. S., Town Chamberlain’s Dept., *Matthews, J. O., Birmingham C.B. 


Stirling. Naylor, E., Colne Valley U.D.C. 
*Greenaway, F. T., Berkshire C.C. Oswell, J. W., Sutton Coldfield B. 


t Passed Part B in May 1952. 


? Ins of tater Statistics: 


Palmer, T. F., Liverpool C.B. 
*Pawson, B. J., Sussex (East) C. с. 

Pedley, С. Т., Derby Area No. 1 H.M.C. 
*Phillips, К. G, Winchester B. 

Ratcliffe, H. J., Buckinghamshire C.C. 
Russell, R. G., Taunton B. 


Shephard, F. H. Stoke-on-Trent C.B. 
Spriggs, G.W , Birmingham C.B. 
tapleton, An R. ны and Account- 


5 
ant, Portland U.D 

*Taylor, H., ан U.D.C. 

Tucker, J. Т., Staffordshire C.C. 
*Webb, A. W. C., Chatham B. 
*White, G. J., Berkshire C.C. 
*Willmott, J., Southwark M.B. 

Wright, D. B., Withernsea U.D.C. 


* Passed Part A or Part II at a previous examination. 


NB. Prizes are awarded on the combined results of the May and November, 1952, examinations 


Summary of Results 





- -- Intermediate Final Part A Final Part B Total 
No. per cent No. per cent No. per cent No. per cent 
Passed 72 27 . 79 23 45 48 187 28 
Failed 196 .. _73 241 3 . 48 52 485 72 
А Total ... 268 100 311  .IOO 93 100 672 100 
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| | i Ren 1874. | Ма gs, Ив Py НА ни e 
n ae У 2A Е Pa LES M ова ЗУ vous он o 4977 
“CONTENTS 00. KAVINGS AND LIVING” 
пе mo s. У. STANDARDS - 227 


А 0. 4E 
) Retail Distribution | .. 143 ^... "N many p dt has. become fashionable to- poke fun at 
The Finance Act, 1952— ` 
XXXI: Excess P тоба Levy the outlook and mode of living of our Victorian and Edwardian 
- (contd.) - 444 —- grandparents, in whose view thrift and hard work were 
Special Articles _ » among the cardinal virtues. Today, alas, these rank very much 
Accounting for Profits i 
by RF, Raff, ACA 146 lower in the scale; indeed, to some. minds. they are not desirable 
Tüvestipations И . attributes at all. It may be true that it is now more difficult and 
e a. MacBeath, C.A., less common for individuals to rise in the social всаје аз a result 
149 - 


„ов their own efforts. It is-certainly true that the penalties for 


kr Notes. NE 4 _ failing to exert oneself are less severe than formerly, and there 
Examinations — Budget m can be no doubt that the view is held by many in the community 
ti — Estate 
E Hua that extra effort benefits the employer rather than the employed. 
WE meet: са . A mis-reading of the works of the classical economists is 
r манга. n 
té Pos Authorities Д supposed to-have provided the basis for Һе doctrine of capitalist 
ee Report - exploitation. In a similar manner, the failure to appreciate the 
dri Ipaa INS full significance of the late Lorp Keynes’ ideas on the relation 
eviews 154. 


between savings; investment and the level of industrial activity 
has led many people to believe that thrift is usually detrimental 


Finance and Commerce 155 ` 


Current Law | 157-. аи to the public interest. And to this erroneous idea must be added 
пава T i that growing frame of mind which looks to the State for assistance 
fied Accountants = (irre | rather than to one’s own work and thriftiness. 
faces MES High taxation has led to the virtual extinction of the habit of 
ance? — Excess Profits Levy: .saving on the part of the middle classes, and this high taxation 
fiom 2 Continent Де Таха. combined with ‘the incidence of death duties has done the same 
- Section 196, Companies ‘for the опсе тоге well-to-do section of the community. The fact 
а Еакын remains, however, that if а community consumes all it produces 
- ` Accounting for Inflation ^ 159 then its productive resources in the form of fixed investment 
· Thé Association of Certified . | must decline. Such a decline must inevitably be accompanied 
‘and Qorporate Account- `_ {Буа fall in the level of output and therefore also in living standards. 
London and District - ^: 'Thát Britain, the country which led the world in the financing - 
bec s Dinner 16, ‘g* and development of territories oversea, should ever reach the 
Notes and Notices. ~ | Stage when its Citizens are not saving enough to maintain their 
Personal- Professional ‘own assets may seem. to some a most unlikely contingency. It 
e Ch а one ans W4 may appear even more incredible at a time when the Government 
Institute of ‘Chartered Ac- ,- has publicly: stated its intention to undertake large new commit. / 
Мен Boon Се X ments by way of financing Commonwealth development projects. 
tered Accountants — Police Yet many warnings that such a disaster is by no means impossible 
eR earns gae . have come recently from many authorities whose qualifications 
dents’ Sociery of London — ' to speak on such matters are'not in doubt. These warnings have 
Teche Бе yen noe rds! ‘been supplemented by the poor showing which small savings 
 Seventy-five Years Ago 164) 'have made during the past few months. Statistical material which 
THe Institute of Chartered throws light on the problem. is-to be found in. a Blue Book, 
Rod of Denier 1935 National’ Income - and Expenditure, 1946-51, ` published last 


Examinations 167 August. This does not take the. story beyond the end of-1951, 


a Bog КРИКУ 
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but the moral which can ђе drawn therefrom 
is even more applicable to 1952. 

Gross fixed investment in 1951 was estimated 
at £2,250 million, and the gross national product 
at £12,250 million. The figure for gross fixed 
investment includes the sums set aside -for 


- depreciation but computed on the basis of 


original cost and as allowed by the Inland 
Revenue. The depreciation element was £870 
million, leaving £1,380 million as a net addition 
to capital assets – in the form of buildings and 
machinery and plant. This net addition represents 
about 10-5 per cent of the net national income – 
i.e. gross national product less depreciation 
allowances. Although the 1951 figure was slightly 
below that of 1950, this percentage has changed 
but little in the post-war period. A preliminary 
analysis of the 1952 position indicates that there 
was little, if any, change in the level of fixed 


~ investment as compared with 1951. 


Ñ 


THE. T А jap d 


` ingly difficult in recent years; even during 1950 
It is impossible to assess the right proportion| and 1951 when declared profits were at a higher 
of the national income which should be set aside ‘level than those which are being currently earned, 


i ү Z 
СЫ к 
February 7th, 1953 

programme. On i nh one hand, opinion favours a} 
large Budget surplus and therefore a continuance’ 
or even an increase in the present scale of taxation. | 
If, at the same time, the social services are to be 

ined, and possibly extended, this higher 

f taxation may involve even greater levies 
on business profits. Those opposed to this idea 
point out that the present burden of taxation is: 
such that it is doubtful if many businesses 
setting aside enough to replace existing assets, 
let alone to increase them. Furthermore, reliance 
on a Budget surplus would ultimately result in | 
the state of affairs in which the Government was | 
the only source of risk capital. 

Apart from a Budget surplus, business savings 
must nowadays provide the main bulk of savings: 
available to the community, and from many 
points of view this has many advantages. 
Business savings have, however, become increas- | 


T it a 





as net addition to capital assets and even if it taxation and the need to supplement depreciation 
were, only totalitarian countries could enforce calculated on thé basis of original cost absorbed 
such a level. Nevertheless, there are good reasons a very high proportion of profits. Moreover the 
for thinking that our principal competitors for situation has been made even worse by the 
oversea markets for capital goods are dicus taxation of that element of profit b is due 





new investment at both a relatively and absolutely to the rise in price of raw materials | 
higher rate than is the United Kingdon Invest- Such profits are not real ones in the strict 
ment in new plant in U.S.A. is many times that Tinterpretation of the word but arise directly' 
in Britain; per head of population it is believed |from the inflationary situation arising at the time. 
to be several times the British level, which has {High paper profits have the added’ disadvantage 
fallen also behind that of Western Germany. of encouraging reckless wage claims. All these 
vestment in Britain is therefore undoubtedly factors militate against the possibility of internal 
at too small a rate. © capital financing. Indeed, it is the considered 
This much is agreed by the major political opinion of many authorities that, on balance, 
parties, which also agree that the level of invest- industry is left with little or no funds to plough 
ment should be matched by an equal volume of back after full provision has been made for 
savings. In 1951, a sizeable proportion of Britain's depreciation. Clearly, then, there exists a very 
investment was financed by other countries by Брод case for some taxation reliefs which will 
way of the deficit of £520 million on Britain's \gnable industry to inerease из capital assets. The 
balance of payments, but 1952 was a year in accountancy profession is of course very much 
which little or no foreign aid was received either alive to these problems of inflation) and study 
as a balance of payments deficit or direct grants of the subject is being actively pursáed. | 
or loans. | Private savings can still fulfil.a useful function, 
Internal savings can come from main but for this to be possible a more favourable 
source(f by a Bud v edis fro usiness atmosphere must be created. The saver must be 
sávings, and from ir of individuals. There recognized as one who is doing a real service to 
is a sharp division of opinion within the country the community as well as to himself, and he 
as to the most desirable source of the savings should be rewarded by higher rates of interest 
necessary to finance a larger capital investment or = small unearned incomes. 
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RETAIL DISTRIBUTION 


been turned on most sectors of the national 

economy and a great deal of informaWon is 
now available to indicate the relative importghce 
of individual sectors. One major gap however 
remained; little or nothing was known about 
distribution. 

The first census of distribution was taken in 
1951 in respect of 1950. In order to obtain a mail- 
ing list for the retail trade section of this census, 
the whole country was covered in 1950 by officials 
who obtained the name, address and type of 
every retail shop in Great Britain. The results of 
this mailing list survey were made known last 
summer in the publication, British Shops, 
which showed the number of each type of shop 
in every local area and related the number 
of shops to the population they served. Recently 
the Board of Trade issued its first study derived 
from the census.? 

This report makes very interesting reading: It 
confirms the generally held view that Britain is 
unusually well supplied with retail shops. Great 
Britain had, in 1950, some 531,000 retail establish- 
ments ~ an average of one for every ninety persons 
-having in that year a turnover of £4,923 
million, an average of just over £9,000. 

One out of every ten in the working population 
is engaged in these shops. Three-fifths of the 
total shops sell food, without counting the food 
departments in the big stores and ‘variety’ shops — 
the census name for chain stores. In terms of 
turnover the food shops do not make up such a 
large proportion of the total, indicating that they 
are smaller than the average; they accounted for 
£2,088 million or 42 per cent of the total takings. 

Clothing shops come next, and exclusive of 
department stores, provide 18 per cent of total 
turnover. Next in order are tobacconists, con- 
fectioners and newsagents, 9 per cent; furniture 
shops, 5 per cent, and hardware shops, 4 per cent. 
Nearly half the total trade was in the hands of 
retailers having a single shop, 12 per cent was 
held by co-operative societies and 23 per cent by 
multiple stores with ten or more establishments. 

The average figures quoted conceal very wide 


А 
S: the war, a statistical searchlight has 


1 Published by H.M.S.O., price 22 6d. 
2 Census of Distribution ud Other Services, 1950. Retail 
Trade Short Report, H.M.S.O., 2s 6d. 


variations in the size of shops; the majority 


.appearing to have a turnover of between {£5,000 


and {10,000 a year. One-eighth of the total 
number sold less than £1,000 worth of goods in 
1950, while at the other extreme, nearly one ` 
thousand establishments had a turnover of a 
quarter of a million pounds or more. 

The census report places the department stores, 
*variety' stores and other types of general stores in- 
cluding mail-order businesses, into a special cate- 
gory. There are nearly 1,700 in this category with 
an average turnover of £283,000 a year. Rather 
more than 500 department stores had a total turn- 
over of £300 million, whilst the 913 ‘variety’ stores 
had a lower turnover – of £100 million or an aver- 
age of rather less than £120,000 each. These large 
shops employed 200,000 people and the average 
value of sales per employee worked out at 
£2,400 in 1950 compared with an average of less 
than £2,200 for retailing as a whole. These shops 
also showed their relatively greater efficiency by 
their lower-than-average ratio of stock to turnover. 
This was of the order of 11 per cent compared 
with a fair sample of independent retailers who. 
had a stock/turnover ratio of 18 per cent. 

The average size of retail establishments as 
measured by sales, naturally showed a variation 
from region to region, and, as one would expect, 
is greatest in London. Each person in Great 
Britain spent an average of {100 in retail shops 
in 1950. The sales per head: of population in 
London worked out at £123, but this figure is 
swollen by the purchases of people living outside 
the area. Wales had the lowest ratio of sales to 
population ~ £81 pér head. 

When the census was taken controla were 
rather more in evidence than now and this may 
partly account for the relatively uniform gross 
margins revealed by the inquiry. Food shops 
recorded margins of rather less than 20 per cent; 
shops with a fairly rapid rate of turnover, such as 
clothing and hardware, between 20 and 30 per 
cent, and furniture and furnishings, 30 to 35 per 
cent. Variety stores work on slightly higher 
margins than do department stores, viz. 27-1 per 
cent to 24°6 per cent. 

Perhaps the most striking fact which emerges 
from the report is the extent to which the small 


- retailer maintains his position. 
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THE FINANCE ACT, 1952—XXXI 
| EXCESS PROFITS LEVY (CONTINUED) 


x "Tenth Schedule: General Provisions A 
А for Computation 
А ARAGRAPH 1 (1) (2) of the Tenth Sche- 
2 аше provides for the following ‘plus’ items 
in the computation. To the extent to which 
they exceed in the aggregate the ‘minus’ items, 
they constitute undistributed profit. 

(a) Half the profit for the accounting period: 

(b) half of any deduction based on, or losses 
incurred in, any accounting period ending 
at or before the 'relevant date', and carried 

· _ forward, to the extent 

‘that they have not been taken into account 
in previous accountin E periods and do not 


exceed half the profits (if any) for the 
accounting period; 


" (6) во much of the excess profits levy otherwise ` 


payable for previous chargeable accounting 
periods as is the subject of relief by reason 
_ оба deficiency in the accounting period. . 


Paragraph 3 1. (1) (3) provides for the deduction; 
from the aggregate of the above amounts, of the 
following .' minus' items. If that results in a 
minus figure, it constitutes the over-distribution 
of profit in the accounting period. | 

(а) Half the loss of the accounting period; _ 

. (Б) the excess profits levy payable for the 

' accounting period; 

(c).the amount by which the profits tax payable 
for the, accounting period exceeds the 
amount which would have been payable if 
there were no net relevant distributions; 

(d) the net amount distributed for the account- 
ing period by way of dividend or cash 
bonus to the members, or any class of 
members, as members; 

. (e) the value of any assets distributed in the 
accounting period in kind to the members, 
or any class of members, as members, so 
far as not taken into account under Section 
38 (2) or Section 39 (3), (4), (5), (6), as a 
repayment of capital; 

(f) any- payments іп the accounting period 
falling: within Section 26 (1) of the Finance 

: , Act, 1950, or Section 242 (1) of the Income 

s Тах Act, 1952, and the value of any con- 
sideration given in the accounting period 


Es falls within subsection (2) of one of 

ose sections, i.e. consideration for restric, 
tive covenant; 

(g) sur-tax borne by the company under Sec- 
tion 21 of the Finance Act, 1922, ort 

.. Chapter III, Part IX of the Income Tax 
Act, 1952, in so far as it is in respect of 
the company's income for the accounting 
period. ms 


Computation of Profit or Loss for . 

Tenth Schedule Purposes 
Profit and loss for the purpose of paragraph 1 I 
(2) (3) are computed on excess profits levy lines 
but subject to the adjustments set out in para- 
graph 2. Paragraph 2 (2) excludes paragraphs 3, 
4,6,8 and ro to 12 of the Ninth Schedule. These 
paragraphs which were discussed in Articles 
XXVI to XXIX (The Accountant, January 3rd 
to 24th, 1953) modify the profits tax profit. Thus 
the effect of paragraph 2 (a) of the Tenth 
Schedule із. to cancel those particular modifica- 
tions for the purpose of calculating undis- 
tributed profit. The modifications concern initial 
allowance, annual allowances for mines etc., 
balancing allowance and charges, and proceeds 
of patent sales, unreasonable and unnecessary 
expenses, attribution of expenses to proper 
periods, back service payments, and repairs and 
renewals deferred from war years. It will be seen 
that these modifications spring from the policy 
of comparing ‘like with like’ and are really 
irrelevant to the amount of. profit which-has in 
fact been made. 

. Paragraph 2 (b) excludes the limitation on tha 
amount deductible for directors' remunerations 
where the company is director-controlled, i.e. 
amounts disallowed in arriving at chargeable 
or standard profit are nevertheless to be deducted 
in arriving at profit for Tenth Schedule purposes, 
since these amounts have in fact been paid away. 

Paragraph 2 (c) provides for the deduction of 
sums which have been disallowed by Section 14 
of the Finance (No. 2) Act, 1940. This section 
corrected an oversight in paragraph 4 of the 


Fourth Schedule to the Finance Act, 1937. The 


object of that paragraph was to exclude the opera- 
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tion of Rule 3 (7) of Cases I and П of Schedule D, 
i.e. to permit the deduction of interest and annual 


payment for profits tax purposes notwithstanding . 


that they’ were ‘subject to the deduction of 
income-tax. In effect, however, it permitted the 
deduction of such interest and annual payments 

| even where, for example, they were not incurred 
wholly and exclusively for the purposes of the 

business, e.g. covenanted payments to a charity. 
This rash generosity was corrected by Section 14 
of the Finance (No. 2) Act, 1940. Paragraph 2 (c) 
makes it clear that such sums are nevertheless to 
be deducted for Tenth Schedule purposes. 


Paragraph 1 (2): Adjustments in respect of 
Income Tax and Profits Tax Liability 
Only half the profit is taken. Тће other half is 
treated as being absorbed by income-tax and by 
profits tax on undistributed profit. The present 
rates for these are 47$ per cent and 2$ per cent, 
making 5o per cent in all, and this percentage is 
taken throughout the standard chargeable periods 
regardless of any change in rates and notwith- 
standing that the income-tax profit may differ 
greatly from the profit adopted under the Tenth 
Schedule. As a corollary no deduction is made 
for these taxes as such, but where the profits tax 
actually paid for the period was increased by 
reason of distributions, the increase is deaucies 

separately (paragraph 1 (3) (c)). 

If the chargeable accounting period for v. 
this extra profits tax is charged falls before 1952 
only half is deducted under paragraph 1 (3) (с) 
(paragraph 4 (1) (proviso)). The reason is that 
such profits tax will normally have been deducted 
in arriving at the income-tax payable, thus 
reducing the income-tax liability by slightly less 
than one-half the amount of the profits tax. 
Profits tax for 1952 onwards is not deductible 
| for income-tax purposes. 

Where the company is a member of a group 
| and aggregation has been claimed, so that the 

principal company is liable for the group profits 
. tax, but the members may reimburse the 
| principal, paragraph 3 authorizes the Inland 

Revenue to adjust the amount deductible under 

paragraph 1 (3) (9. 





Paragraph 1 (2) (b): Income Tax Wear and 
Tear and Losses Forward 


The assumption that profits as computed under . 
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the. Tenth Schedule have borne income-tax at 
the standard rate, will be particularly wide of the 
mark. when capital allowances. or losses are 
brought forward and set off. This will not matter 
where such allowances and losses arise after the 


: relevant date, since- these will in the main be 


reflected in the profit-or loss brought into 
account under paragraph 1 (2) (a) or 1 (3) (a). 
Even where they arose before the relevant date, 
no adjustment is made unless they have been 
carried forward either under Section 33 of the 
Finance Act, 1926 (losses), or Rule 6 (3) of Cases I 
and II of Schedule D, which latter is presumably 
a reference to the Income Tax Act, 1918, and 
therefore to the carry forward of wear and tear 
(paragraph 1 (2) (6)). 

As stated last week, paragraph 1 (2) (5) directs 
the addition of half of any deductions based on, 
or losses incurred in any accountancy period 
ending at or before the relevant.date and carried 
forward under the income-tax provisions just 
mentioned, ‘to the extent’ that they have not 
already been taken into account in previous 
accounting periods. and do not exceed half the 
profits Gt any) for the accounting period'. The 
words 'previous accounting periods' apparently 
mean those periods after the relevant date but 
before the period in respect of which the com- 
putation under the Tenth Schedule is being 
made. 

The word 'they'.logicaly means the full 
amount of the losses and wear and tear carried 
forward, but this was presumably not intended 


by the draftsman as it results in comparing this 


full amount with half the profit. 


Paragraph 1 (2) (c): Deficiency Relief 
. The addition of any excess profits levy de- 
ficiency relief, under paragraph 1 (2) (c), is self- 
explanatory. The levy will have been deducted 
for a previous period under paragraph 1 (3) (5). 
It is not necessary to reduce the relief by 
since excess profits levy does not affect the amount 


‘of the other two taxes. Where the levy is computed 


so late that a subsequent deficiency is set off 
against it, the gross amount, before such set-off, 
is deducted under paragraph 1 (3) (b), so that 


Һе relief for the subsequent deficiency is properly 


added for the period in which that deficiency 
occurred. 
(To be continued.) 


146 


THE ACCOUNTANT 


February 7th, 1953 


_. ACCOUNTING FOR PROFITS 


‘COST CONTROL OF SALES VOLUME AND PROFIT 
by Е. J. RAFF, A.C.A. 


The distinction between strategy and tactics is as Mir portant in business as warfare. 

This article admits the need for total costingdor long-term strategical needs but 

deals mainly with day-to-day business control by means of an extension of marginal 

costing principles. Emphasis is laid on sales volume by focusing the daily costing 

effort on those key manufacturing operations. which ultimately determine the 
volume of output. 


| NE of the most interesting costing de- 
Or of recent years is the recogni- 

tion that the technique of standard costing 
embraces both total and marginal cost principles. 
It is, however, not generally realized just how 
sweeping and effective the marginal concept 
can be. 

Total cost is the accountant's strategical 
weapon, providing the basis for building up a 
proper selling price structure and periodical 
control data. 


Marginal cost is for day-to-day control; the: 


` tactical force influencing the sales mix and the 
means of assessing, with a high degree of 
accuracy, the profits earned day by day or week 
by week. Тће approximate figure of profit should 
be available for management within a few hours 
of the end of the period covered. 


Total Cost 

Notwithstanding the qualification concerning 
volume, the majority of accountancy and business 
opinion favours the compilation of total costs for 
all or a reasonable range of the products sold. 
These costs may be compiled from estimates 
called estimates, or estimates called standard 
costs. In any event these costs must be checked 
and tested as necessary with actual practice to 
substantiate their accuracy. Whether they should 
be used for the purpose of continuously evaluat- 
ing the daily or weekly sales is another matter. 

In order to dispel any last lingering doubts, 
it will be sufficient to quote the following reasons 
why marginal cost by itself cannot be used as a 
guide to selling price. 

The price fixer may give away margin on jobs 
requiring priae capital plant and be unable to 
recoup on jobs requiring a lot of simple operations. 
In other words, the relative profitability of products 
cannot be measured. 

Prices once fixed set precedents for larger repeat 
orders and this can change the sales mix. 

In the.long run it is not good business to 
operate a selling policy based on the principles of 
a Dutch auction. Both overcharging and under- 


charging offend sound business ethics and in many 

cases Government regulations necessitate the 

setting of fair prices. 

When launching new products or considering 
capital ventures, the incidence of fixed charges, 
particularly depreciation, can be of the greatest 
importance. 

'The selling. prices will not, of course, be set 
Solely by reference to total cost: other considera- 
tions must be taken into account and this may 
result in certain products being sold below total 
cost. The important thing, however, is to estab- 
lish a stable selling price structure on the basis 
of which the enterprise is, over a reasonably long 
period and subject to outside price movements, 
prepared to do business. 

The publication of the price lists, whether in 
the form of trade catalogues or individual 
tenders, launches the business campaign. 


Sales Mix 

Having ‘set up the basis for doing. business 
generally, fresh considerations arise in the дау- 
to-day control of the mix of orders accepted. 
Many businesses have a range, of products 
running into several thousand types, shapes, 
sizes, and finishes. Each of these different 
products may call for different combinations of 
machines and processing times. Ín such cases 
the problem of securing a balanced load of work 
is very real. Dottlenecks can give rise to idle 
machines and unrecovered fixed overheads. 

The practice of machine loading orders is 
commonplace but does not necessarily guarantee 
complete synchronization. Furthermore, the plant 
engineer thinks only in terms of machining time; 
it matters not to him that the orders being loaded 
are relatively unprofitable, and may not in fact 
fully pay for the fixed overheads incurred during 
machining. 

It is the accountant who has the answer to 
this problem. 


Sales Margin per Key Operation Hour 
Once an order has been received, the accountant 


| 
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will know the selling price and deducting there- 
from the variable standard cost, he has the 
margin. The important thing to remember is 


that it is the order or product that carries the. 


margin, not the machine or machines on which 
the work will be done. • 
The next step the accountant must take is to 
consider the plant as a whole. 
In many businesses there is a group of machines 
„ог type of operations through which all products 


must pass, and which by virtue of space, capital ` 


cost, and relations with other machines or opera- 
tions, must be regarded as the key operation of 
the plant, determining ultimate volume. This is 
particularly true -of certain manufacturing -pro- 
cesses in what may be termed basic industries. 

Tbus in a tube mill the products pass through 
several processes including pickling, heat treat- 
ment, lubricating, cutting and special finishing 
operations, but the paramount consideration is 
to draw the tubes on suitable motorized benches. 
The draw-benches are the key operation. As a 
further example, in an aluminium mill the 
extrusion presses may be considered the key 
operation. Тће existence of a shortage of orders 
does not of itself alter the characteristics of the 
business and, in fact, idle time of the key opera- 
tion will be the best means of measuring the 
shortage of orders and ultimately correcting the 
matter. 

Having determined the key operation, the 
accountant can ascertain the standard key opera- 
tion hours to execute a given order, and dividing 
these hours into the standard sales margin for 
the order he will obtain a figure of standard 
margin per key operation hour. 

The final stage is to budget the standard key 
operation hours per period together with the 
anticipated fixed expenses and profit for the 
period to arrive at a target margin per key 
operation hour. By these means a measuring 
Stick is created whereby the relative profitability 
of each order can be assessed and compared with 
the average target which has been set. 

At this stage it will be seen that the margin 
per key operation hour principle is in accordance 
with the old maxim 'small profits and quick 
returns'. The standard percentage profit on sales 
can be misleading unless the time taken to pro- 
duce a given value of sales is also taken into 
consideration. 


Procedure 
Responsibility of sales functions 
The first function of the sales department is to 
produce an order book showing in total a satis- 
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factory standard margin per key operation hour 


.and absorbing the budgeted number of key 


operation hours for the period. 

The total margin will be accumulated on the 
incoming orders and if the factory is operating 
to a monthly manufacturing programme, the 
sales margin for the month's programming should 
be known in advance. The deduction of budgeted 
fixed expenses gives the standard net profit for 
the forthcoming month. : | 

For budgetary control, the sales function will 
estimate future margins per key operation hour, 
together with a forecast of key operation hours, 
instead of estimating future total sales. Indeed, 
in certain industries this method is the only way 


.of forecasting income because the vast range of 


products precludes a detailed forecast for each 
size or type of product. In effect the business is 
selling key operation hours. 

Works responsibilities i 
Once the sales department have secured orders 
showing a satisfactory standard margin per hour, 
the responsibility.of producing that margin rests 
with the works. 

The first responsibility of the works is there- 
fore to keep the key operation producing sale- 
able products in the standard time. If the machine 
loading has been done properly the work flow 
to and from the key operation will in many cases 
be smooth and almost automatic. 

The works will fail in their primary responsi- 
bility if: 

The key operation is not worked to the capacity 
allowed by the order book. 

More time is spent on the key operation than 
allowed by the standards. 

Key operation time is wasted in producing 
scrap and non-saleable products. 

Fixed works expenses exceed the short-term 
budgets. ` 


The accountant’s responsibility 

Assuming that the accountant has fixed the work 
in progress and finished stock valuation at 
variable cost, he should be in a position to evalu- 
ate daily the margin on each sales invoice, and 
by deducting a day’s fixed expense, arrive at the 
daily profit. He should supply daily or weekly 
returns of standard and actual margin per key 
operation hour and a comparison of actual and 
budgeted fixed expenses, and profit. 

In addition, of course, the routine control of 
labour and variable expenses by means of indices 
and rates per standard minute of work performed 
in each cost centre will continue. This, however, 
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is ‘orthodox ‘detail work arid’ as "we are in this 
article.diseussing the broad profit picture of the 
business, need not be mentioned further. -= 
” Definition of Variable Cost 

When preparing the total standard costs of the 
various products, , proper ‘allocations must be 
made for every item of expense, whether variable 
or fixed. This is itself not always the simplest 
of tasks, particularly where the range of products 
and finishes i is very great: Indeed, some companies 
take the view that the cost of preparing the full 
standard cost of every product in their range 
cannot be justified, and cost only a restricted but 
representative range of products for the purpose 
of checking the average adequacy of their price 
lists. The continuous valuation from period to 
period of the total or variable cost of every 
product sold is, however, frequently an even 
greater clerical task than preparing standards, 
because it is a constantly recurring routine. 
"Under these circumstances the task of computing 
sales margins may appear impossible. 

The principal difficulty is found in the permuta- 
tion of conversion cost as the products are proces- 
‘sed from one operation to another. 

. If, however, the variable cost is restricted to 
"direct material only, the calculation of sales 
margin often becomes the most simple clerical 
procedure. 'T'his raises a question of the variability 
of the so-called variable expenses such as direct 
labour, fuel for processes, tool maintenance, etc. 
In addition, Ње degree of variability must be 
considered in relation to the magnitude of the 
sum of money involved relative to the business 
as a whole. 

- Direct labour may. ‘represent a considerable 
element of cost, but in many cases it is only a 
truly variable cost in that the accountant transfers 
the non-productive element of wages to an 
indirect heading. In these days managements do 
not pursue a willy-nilly policy of engaging and 
discharging work-people according to day-to-day 
vagaries of volume. The tendency is to work to 
an agreed strength or establishment which is only 
altered on the long-term policy. On the other 
hand, electric power may be completely variable, 
but for any given increase in volume may be 
РА unimportant. 

~ In industries requiring heavy capital installa- 
tions, the proportion’ of fixed’and semi-fixed 
expense is very high indeed, and for the purpose 
of day-to-day control, all expense may be 
regarded as so nearly fixed that the variations 
from the monthly forecast will have little effect 
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on ‘the’ profit: pictüre ds a whole. The calculation 
of- ‘margin can therefore be simplified by defining 
salés margin as sales price less direct material, 
‘other expenses ‘being regarded as fixed. 

-The logical result of this treatment would Бе 
to vélue work in progress and finished: tock at 
direct тавена! value опус 7 

lf the traditional view of stock’ ааа ig 
adhered to- it becomes necessary to estimate the 
labour ‘and overhead content of increases ot 
decreases in stocks by means: of 'averdges tc 


Stee at e short-term prone roniputations 


' Limitation of Key Operation Principle oa 
Material shortage ' у 
In times of material shortage it may ps advisable 
to compute the margin per ton or hundredweight 
of raw material used, in addition to the margin 
per key operation hour. 


General engineering businesses 

In those businesses using general-purpose 
machines to manufacture quite dissimilar pro- 
ducts, it may be impossible to: define a key 
operation. Nevertheless, the total margin on each 
order and sale can still be computed to give a 


rapid assessment of future profits from future 


programmes and actual profits from daily sales. 
Furthermore, the costing presentation can be 
suitably modified to bring out the essential 
features of a marginal approach. In particula: 
the valuation of stocks can exclude fixed over: 


heads. 


Stock Profits or Losses dio to Inflation etc. 


It should be noted that throughout this article 
the term ‘costs’ refers to current costs and the 
term ‘profits’ excludes losses or gains arising 
from price changes and stock movements. This 
presupposes that standards are constantly revisec 
in the light of current conditions throughout 
the year. ‘The isolation of stock profits is import- 
ant if management is to judge the normal trenc 
of current ERE conditions. : 


- Conclusion: 
Each business has its own problems aad the 
industrial accountant who ‘adheres too closely 
to text-book costing may not: provide the Dest 
answers. 

In many businesses a bold extension ој 
marginal principles is the practical solution tc 
many management accounting problems and 
even in those instances where no key operation 
exists, a critical review of tbe justification for 
present costing: conventions can be enlightening. 
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eee INVES TICATIONS О e m m 
Pape M VALUATIONS OF BUSINESSES Lo АНИ 
И - by ANGUS. MACBEATH, CLAQASXLWAA. о ue Er 
| 2 * The first; article in this- "series, which appeared in last week's ius; dealt with z n D 
> “general considerations which may arise in. connection with the undertaking оў. .' К ' 


MT . investigations. This article proceeds to the examination of the work in connection 
[07 0c те with particülar. typés of али ом and deals with the valuations of businesses, 


HEN ап accountant thinks: of investi- 
' gations, ‘valuations’ is. the type which 
WV. will generally spring to.mind. То value 
the shares of a limited company for a prospective 
purchaser or for an issuing house contemplating 
flotation of a public company; to value a business 
for a purchaser debating whether to buy the whole 
business or the assets alone; to make a valuation 
for estate duty purposes; these must pA form 
financial skill of the accountant. p 
. Some accountants may. be invited to . carry 
through valuations frequently and may therefore 
have prepared: programmes for the work, designed: 
not so much to enable.the work to be carried 
through in a stereotyped fashion; as to guide the 
investigator.and enable him to. assure himself 
that he has not, in his hurry, overlooked some 
important point ‘of detail. 


ae "The Instructions 

The preliminary to any programme will be the 
instructions: they should always be in writing so 
that both parties may be aware of what is expected. 
The instructions may be couched in wide terms – 
‘Please value the shares of the X.A.Y. Co Ltd, 
which have been offered to us at £24 105 od each’ 
— ог they may be very narrow – ‘Please value the 
shares of the X.A.Y. Co Ltd, on the basis of the 
enclosed accounts for the past five years’. 

First, then, we examine the instructions and 
acquaint ourselves with the nature of the investi- 
| gation and Терон: required. 


x _ Prior Knowledge _ 

We refer to the office files and extract the nearest 
similar report or reports which - may be read 
through, notes being ‘made of the points which 
may be of assistance danig the current investiga- 
tion. 

_ ЈЕ there are no othe reports. or it. is the first 
investigation to be undertaken, reference should 
be made to any-books on the subject which might 
give a guide to the procedure which should be 
followed.: Having thus armed ourselves with 
knowledge we now contact the company. | 


Plan of Procedure: ЕЈ 


E meet t officials and there will bea ee 
with. the secretary. and perhaps опе -or more 
directors, ascertaining the information which we 


will wish to have supplied їо-из and we advise ` 


them of our plan of procedure which mày require 
the following: 


- (а) A tour of the works with ап official who can’ 
- explain the technicalities in general terms. - 
> (b) Details of the history of the company, its 
= capital, directorate, and other officials: · - 
(c) A build-up of the background ‘to all ‘the 
items appearing in the МАНЕ sheet most 
: recently audited. UNS 
(d) Ап analysis of the trading бе for и 
years and explanations of fluctuations in 
profits and in particular items. 
(е) An examination of the taxation Position = 
_ - -potential liabilities. 
(Ф Details of the company’s current operations 
`` and prospects. 
~ In drawing up a list of procedure the account- 
ant requires to keep before him the requirements 
of the instrüctors of the investigation. If the 
report is for an issuing house, their knowledge of 
market prospects will probably be far iri advance 
of anything which the accountant is likely to 
ascertain in his visit to the company: a privaté 
purchaser on the other hand may поё have access 
to similar information and the accountant may 
then be an adviser as well as a reporter. Similarly 
an issuing house will send its own engineer to 
report on the plant and machinery and other 
assets, so that long-winded details. from: the 
accountant are unnecessary: а private individual 
on the other hand may рея more: а а 


Tour of the Works ` 


During. his tour of the works, the accountant will 
make notes of such matters as the type, construc, 
tion, and age of the buildings, the major. items of 
plant, the materials in stock, the allocation of the 
workpeople to departments, the methód of work- 
ing and the motive force used, light and power 
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supply, transport facilities and any other special 
features. He will obtain a clear picture of the 
production carried on by the company though 
he cannot hope, unless he is so qualified, to see 
the works with the eyes of the engineer and his 
report should make it quite clear that he writes as 
an accountant. 

Having completed the tour of the works he will 
return to the office and there run through the 
history of the company with the secretary, noting 
the various points of interest such as the date of 
incorporation, the business taken over (if any), 
the original capital, the original site if different 
from that now used, any changes in business, the 
directorate and its changes up to the present 
board. The statutory records, share register, 
minute books and memorandum and articles of 
association, will be produced and scrutinized. 

A list of the present board and leading officials 
will be made stating their position, age, date of 
appointment, salary and detailing any, service 
agreements in force. 


“Audited Accounts 

Then the most recent audited balance sheet will be 
analysed and notes made on each item of assets 
and liabilities. A plan of the works is often 
obtained and attached to a report; there will 
_ be details of the major items of fixed assets and 
their age, and of additions during, say, the 
three preceding years. Details of patents and 
their remaining life would be noted. The reasons 
for any large fluctuations in assets would be 
ascertained, and the effect on earning capacity. 

Stock sheets and work-in-progress details are 
scrutinized and perhaps compared with costing 
records. A list of major sections of stock and of 
work in progress would be prepared showing also 
the basis upon which their valuation had been 
made. 

The debtors’ balances are examined for size 
and location and the bad debts experience in- 
quired into. Investments will be listed and the 
current market value ascertained. 

‘The repayment position of loans and mortgages 
has to be inquired into. Creditors’ balances will 
be scrutinized and the main suppliers of materials 
noted. Provisions will be listed together with 
details of their composition. 

If any qualification appears in the auditors’ 
report the reason for this should be ascertained. 
the directors’ report and chairman’s speech (if any) 
may be examined for any special points. 

We next move on to the manufacturing, trading 
and profit and loss accounts. The procedure with 


those accounts will be to prepare a schedule in . 
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columnar form, setting out the accounts for ten 
years in vertical formation. 

The number of years’ accounts which will be 
taken in considering the profits depends to a 
considerable extent on the type of business under 
examination. The aim should always be to cover 
a period sufficiently long to give an accurate trend 
of the trading results. 

The trends shown by the accounts in turnover, 
cost of materials consumed, gross profit, and 
individual items in the accounts, should be dis- 
cussed with the officials of the company and 
reasons for differences between one а and 
another noted. 


Taxation 
Next the taxation position will be examined. 

The computations will be scrutinized to see the 
items added back as not allowable: then the 
position under Schedule D may be ascertained - 
if it has been agreed right up to the last audited 
accounts. Тће liability to profits tax should 
similarly be examined. It is useful to note the 
amount of the liability. to distribution profits 
tax which would arise if the undistributed 
profits were to be distributed in full. The standard 
profits for excess profits levy purposes should be 
noted. 

If the company comes within the scope of the 
provisions contained in Section 245 of the Income 
Tax Act, 1952, dealing with sur-tax on undis- 
tributed profits, this point should also be noted 
and the client recommended in the report to 
cover himself by obtaining a letter of indemnity. 

'The capital value of plant and machinery for 
wear and tear purposes should be ascertained and 
also any other capital allowances being received 
by the company. 

We now come to the current position, and here 
we ascertain the total of orders on hand and the 
period of delivery, the number of workpeople 
employed and their allocation by age and sex, the 
arrangements for welfare facilities, agreements for 
the supply of light, power and water, the possi- 
bilities of expanding the works on the present 
site, the agreements for forward supply of raw 
materials and any other particulars which are 


considered necessary. 


The Report 
After a final run through his papers, sorting them 
into order, the accountant thanks the officials 
for their help and co-operation and is ready 
to commence his report. 
The creative work of writing the report now 
begins, and the accountant should consider these 
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points: to whom am I reporting? what do they · 


want me to report? 

The report should be framed for the people 
who will read it; a financier will follow points 
which a practical man will require to have ex- 
plained, and the report must keep to the point of 
the matter in which the reader is interested — if 
he is being asked to purchase shares at [20 each 
he wants to know if they are worth so much, and 
if the accountant does not think they are, then his 
report should give his view of the current value 
of the shares. 

The report is first ‘skeletoned’, then drafting 
begins and the various points which have been 
mentioned above are set forth in cohesive order. 
A typical order of contents would be: 

I Introduction. 

IT History of the company. 
III Nature of the business. 
IV Directorate and officials. 

V Balance sheet. 

VI Trading and profit and loss accounts. 
VII Taxation. 

VIII Current position. 

IX Valuation of the company. 

X Conclusions. 

XI Schedules. | 

In Section I the instructions given to the 
accountant would be referred to and there would 
be set forth the procedure adopted in obtaining 
the required information. Sections П to VIII 
would, of course, contain the relevant information 
from the notes made. - 


Value of the Business 


Section IX would set out the accountant’s · 


calculation of the value of the company and thus 
of the company’s shares. There are many methods 
of making this valuation and each accountant 
will have his own ideas. The writer has found in 
practice, over many years, the method of first 
assessing the value at the worth of the net assets, 
then of assessing a profit value on the assumption 
that an investment in the particular company 
would expect a return of a certain percentage, and 
so obtaining a capitalized value based on the 
adjusted net profits as averaged for ten years. The 
mean of the net asset value and of the capitalized 
profit value is then taken as a fair value for the 
company. 

The difficulties of arriving at a fair valuation 
are being aggravated today by the increasing 
complexities of taxation charges. Should the 
potential liability to distribution profits tax on 
retained profits be deducted from the net asset 
value? On what basis should excess profits levy 
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be calculated if the conditions applying to the 
seller are different from those applying to the pur- 
chaser? These are but two of the problems which 
may arise. The accountant in his report must 
bring out the differences to the valuation which 
these problems create. 

Finally, in Section X the accountant should 


‘give his view on the proposed sale price of the _ 


company. This section should be brief, clear and 
reasoned. The whole report leads up to this 
climax. 

| The Schedules 

The schedules attached to the report should be 
neat and clearly typed or drawn. They may consist 
of: 


^ (a) A plan of the works. 

: (b) A copy of the last audited accounts. 

(c) Adjusted profits for ten years showing the 
net profits from the audited accounts and ' 
adding and deducting such items as the 
accountant considers necessary to give the 
profits on a continuing basis, that is exclud- 
ing special non-recurring items and items 
which would not be continued by the 
purchasers. 


The foregoing procedure will form the basis of 
that adopted for all types of investigations into 
the valuation of businesses. 


Special Valuations 


Where the business being valued is a partnership 
the statutory requirements which apply to a 
limited company will not be necessary and there 
wil be no taxation complications, unless the 
purchaser proposes to form the business into a 
limited company, when the prospective taxation 
position would require to be reported upon. 

А. valuation made for estate duty purposes, or 
for the adjudication stamp on a transfer of shares 
in a private company, is more simple as a long 
report is not called for. 

For estate duty purposes the size of the-share- 
holding is important, as a majority holding may 
carry a goodwill value which could reasonably be 
excluded from the value of a minority holding. 
The method of valuation will again follow the 
accountant’s own particular opinion, but a 
minority holding could reasonably be valued on 


` the basis of the dividend which the company has 


been paying on the shares, compared to the cur- 
rent market expectations. 
Similar points arise in supplying, as auditor to 
a private company, a certificate giving the auditor's 
opinion of the current value of the shares. 
(To be continued.) 
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The Scottish Institute’ 8 Examinations 


The results of the. December 1952 examinations of 
The Institute of Chartered Accountants of Scotland 
һауе now. been announced. ‘There were 86 successful 
candidates in the Final examination, 32 less than in 
May .1952, and the Institute's Distinction Prize was 
won by Mr David Fordyce Buchanan, of Glasg 
In the Intermediate examination, i32 candida 
passed, compared with 175 in May 1952. The Бани 
of successful candidates in the Final and Intermediate 
examinations appear elsewhere in this issue. 
š E E t 


Budget Representations 


The Executive Committee of the Income- Tax Payers’ 
Society have sent a memorandum to the Chancellor 
of the. Exchequer making representations about 
desirable changes in income-tax in the next Budget. 
The memorandum applauds the Government's 


determination to cut down public expenditure 


because it will thus be possible to reduce the standard 
rate of income-tax and confer 'the greatest. benefit 
on the greatest number of taxpayers’. Coupled with 
this, the Society seeks an increase in earned income 
relief, and in the income figure of £500 for age relief, 
an extension of the housekeeper relief to single 
persons without children in certain cases, and a 
relaxation of the present rules whereby the personal 
representatives of a deceased person who had 
attained the required age would be able to draw his 
post-war credit even though he had not formally 
claimed it. . 


Estate Duty and the Family Business 


The National Union of Manufacturers has published 
a booklet! containing а report by the Economist 
Intelligence Unit on the present effects of the high 
rate of estate duty, and the special provisions applying 
to shares in private companies, on the control, 
ownership and efficiency of family businesses, 
particularly those engaged in manufacture. 

The report vigorously attacks the report of the 
Inland Revenue investigation on this subject which 
was published as a White Paper in 1951 (Cmd. 8295), 
and was the subject of a leading article in The. 
Accountant on wale 21st, 1951. As we pointed out 
then, much of the trouble is peyel, the 
knowledge of the coming burden of tax to be borne 
when the principal figure in a company dies, is 
knowledge which ide tb to inhibit the urge to work 
hard and take risks. The report exposes some 
fallacies in the official figures and stresses that it is 
not so much past deaths as future опев which must 
be borne in mind. Even if the damage in the past has 
not been great, the problem grows all the time. 

Apart from the effect on enterprise as such, people 
controlling a promising business tend to divert 


1 Death Duties and the s Manidactitng Busness, price 25 6d 
net. 
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their energies to andan 4i ‘tax aspect of: all 
their transactions. Tọ illustrate the argument some 
interesting figures are given and the booklet also 
reproduces past submissions to the Chancellor 
which have been made by the National Union of 
Manufacturers. 


Leasehold Reform 


The Government, in a White Paper?, has now an- 
nounced its intentions-on leasehold reform. The final 
report of the Leasehold Committee was presented 
in June 1950 and was discussed in our issues of 
July 8th and rsth of that year. The government of 
the day passed the Leasehold Property (Temporary 
Provisions) Act, 1951, pending the introduction of 
permanent legislation, details of which were not 
given. The present proposals for permanent reform 
are not likely to be introduced in Parliament before 
the end of the current session. As the Act referred to 
above will expire in 1953, a Bill has been introduced 
to extend it to Christmas 1954. ` 

The Government rejects compulsory acquisition of 
freeholds by leaseholders, for reasons which are 
given extensively in the White Paper. It regards the 
main practical need for leaseholders as being security 
of tenure rather than outright ownership, and there- 
fore proposea to protect further the right of occupa- 
tion. Unless the tenant is willing to quit he may hold 
over, subject to his being a satisfactory tenant. On 
the other hand, the landlord may apply for possession 
on.the statutory grounds contained in the Rent 
Restriction Acts, or alternatively may make proposals 
to the tenant for a new statutory tenancy at a 
reasonable rent. In the latter case, either side would 
have a right of appeal to the County Court. The 
landlord would also have power to carry out repairs. 
which the tenant had failed to carry out, and recover. 
the cost from him, either in a lump sum or ‘in 
instalments. А subtenant would, on the normal 
expiry of the mesne tenancy, become the direct 
statutory tenant of the head landlord, thus reversin 
the decision in Knightsbridge Estates v. Deeley (rose 
1 All E.R. 577). Hence а lessee would only benefit 
under the proposals to the extent to which he was 
áctuàlly occupying the property as a residence when 
the lease expired. 

As regards business premises, the Government 
agrees with the Committee's view that security of 
tenure should be put before compensation under the 
legislation now contained in the Landlord and 
Tenant Act, 1927, and that such security should 
extend to all business tenants, including those using 
the property for professional purposes. Contracting 
out of provisions for security of tenure will be for- 
bidden, but the conceptions of ‘standard rent’ and 
‘statutory tenant’ will not- be extended to business 
premises, nor will first ae of such preupes be 


t Cmd. 8713. H. M.S.O., od пет. - E ROS 
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subject to rent control. If the landlord does not 
require business premises for his own use at the end 
of the lease the sitting tenant in occupation will be 
allowed to:continue in possession, provided: ће pays 
a fair economic rent and has been a satisfactory tenant. 
Where a tenant has to leave, any compensation for 
‘adherent goodwill’ should be computed arbitrarily, 
i.e. a sum equal to the rateable value if he has been 
in occupation for not more than fourteen years, 
twice that amount if he has been in occupation longer. 

The Government does not favour compensation 
for improvements carried out by a tenant of residential 
‘property. It does accept the desirability of a code of 
standard covenants for leases and tenancy agreements, 
in order to clarify the respective liabilities and rights 
of landlords and tenants. It also agrees to extend 
the Leasehold Property (Repairs) Act, 1938, to all 
classes of premises and to all tenants under leases 
originally granted for seven years or more, until the 
lease has less than three years to run. Finally, an 
absolute covenant not to assign or sublet will operate 
only where the landlord has unreasonably withheld 
consent. All these changes will mean complicated 
legislation. As to the Committee’s other proposals, 
the Government reserves its comments. 


Exchequer Equalization Grant to Local 
5 | Authorities | : 
The Exchequer provides some {55 million а year 
to be distributed to the county boroughs and 
county councils in England and Wales. When in 
1929 agricultural properties were derated, and 
industrial and freight transport properties partially 
derated, local authorities lost £221 million in rates — 
which would be some {60 million now. From 
that time they received ‘block’ grants from a pool 
which was allocated at first mainly by reference 
to each authority's actual loss but which was to 
have regard, as time went. on, more and more 
to each authority's population. In 1948 the Ex- 
chequer Equalization Grant Scheme was introduced, 
side by side with the proposals for a uniform rating 
valuation system. Тће new scheme provides substan- 
tially for distribution of grants to those authorities 
whose rateable value per head of population is below 
the national average. Even with a uniform valuation, 
which apparently we shall not have before 1956, this 
basis may bring inequity. With the present wide 
variation in rating it has caused dissatisfaction to 
many of the 35 authorities, out of a total of 145, who 
are excluded entirely. from participation in the 


equalization grant. X iss 

One of the 35 local authorities is Brighton, where 
a ‘temporary bungalow’ is rated at £21; one of the 
other 110 is Merthyr Tydfil where a similar bungalow 
is rated at only £7. The 27 county boroughs included 


in the 35 authorities have produced an interesting 
report! on the matter from which we have obtained 





1 Exchequer Equalization Grant: Report of the Treasurers 
of County Borough Councils not receiving the grant: From 
the Borough Treasurer, Reading. | Ре 
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: the above facts. In view of the postponement of the 


rating revaluation, the Minister of Housing and 
Local Government has set up a committee to review 
the equalization "grant. А conference of elected 
representatives of the 27 county boroughs, held 
last month, agreed to recommend to the. Minister a 
scheme for redistributing. the equalization grant 
under which there would be а minimum grant of 
125 74 per head of population and the loss of grant 
suffered by any authority would not exceed a rate 
of 2s 6d in the pound. 


Another Productivity Report 

The report, published last Monday, of the specialist 
team which visited the United States in the autumn 
of 1951, under the auspices of the former Anglo- 
American Council on Productivity, to study the 
science of fruit and vegetable storage and pre- 
packaging, contains no comments on: the financial or 
costing systems of firms in the industry.? 

It concentrates on describing the methods used. in 
the harvesting and transporting of the 68,000 million 

unds of fresh fruit and vegetables grown annually 
or consumption by the 150 million people of the 
United States. To preserve the produce for as long 
as possible while in transit from grower to consumer, 
the team recommends ‘pre-cooling’—a ‘process of 
rapid cooling immediately after harvesting which 
removes the field heat and so delays ripening. 


Industrial Output in 1952 
Estimates of the decline in industrial production last 
year compared with the year before contain no sur- 
rises. The provisional figure which was put out 
week shows activity 3 per cent lower than in 
1951. Much of the decline was due to the textile and 
clothing industries and the rate of the fall was at its 
worst in the second and third quarters of the year. 
Towards the close of the year there were signs of 
recovery but the leeway had not been made up on a 
month by month basis, never mind the cumulative 
total, by the end of November – the latest month for 
which figures are available. In that month, the 
official index stood at 121 (1948 == 100) compared 
with 123 in November 1951. 

These results have been expected for a long time. 
They are the statistical counterpart to the bad year 
experienced by several industries on the one hand 
and the better import figures (because lower produc- 
tion means lower consumption of industrial materials) 
on the other. The main interest attaching to these 
industrial figures for 1952 now lies, first, in the light 
they throw on the rate of improvement on.the turn 
of the year and, second, on the indication they give 
of how near (or far) the outcome for industrial 
activity has been compared with estimates put out 
in the Budget strategy last March for the fiscal year 
which 18 now coming to a close. EN 
British Productivity Council, 21 Tothill Street, SWr. .. 
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Builders! Cost Control, Bonusing and 
- Accounts 
by Е. Brandwood, A.C.W.A., A.L.LA. 

(Gee & Co (Publishers) Ltd, London. 25s net; 

255 6d post free) 

In а normal economy, the efficiency (and consequent 
prosperity) of building firms, are in direct ratio to the 
efficiency of their costing and accounting records. 
The more the contractor knows about the progress 
of his individual contracts, the more likely is he to 
make a reasonable profit, especially under keenly 
competitive conditions. There are still many firms in 
the trade who, as the writer of this new manual 
points out, do not ascertain the profit or loss on each 
separate job and, indeed, may not know the results 
of the year’s trading for as long as six months 
afterwards. 

Mr Brandwood outlines a complete system for 
dealing with individual contracts and for integrating 
them with the financial records and accounts. There 
are separate chapters on each step in the exercise as 
well as others on auxiliary aspects like management 
reports, budgetary -control and bonusing. 

This book, if studied with the attention it deserves, 
should help considerably to establish what every 
firm in the building trade strives after but does 
not always attain — sound stability, not only in its 
products but also in its financial affairs. 


Introduction to Economics 
(Second Edition) 
by Professor Alec Cairncross 


(Butterworth & Co (Publishers) Ltd, London. 
18s 6d net) 
A welcome feature of this edition is the new format 
which is much pleasanter to read than the previous 
one, for it is one of the best present-day text-books 
on economics and in some parts of the country 
at least, is widely used by accounting students. 

Dr Cairncross, who is the first holder of the Chair 
of. Applied Economics at the University of Glasgow, 
has included in this edition several new chapters 
dealing with aspects of economic theory which have 
greatly developed during the last decade or so; such 
as, for example, social accounting and the influence 
of the State in economic affairs. What makes it 
specially stimulating and readable is the extent to 
which it illustrates economic principle by reference 
to current problems. 

For its comprehensiveness and clarity, this work 
cannot be over-praised. It will be valued by the 
general reader no less than by the student. Those 
also who, absorbed in the exercise of their professional 
technique, have not opened a book on economics 
since their student days, may find it refreshing to 
re-examine the wider field to which they provide 
such valuable service. 


The Technique and Principles of Auditing 
(Second Edition) 


by Andrew Binnie, F.C.A., C.A., and 
Brian Manning, D.L., J.P., F.C.A. 


(Sir Isaac Pitman & Sons Ltd, London. 35s net.) 


This text-book, the second edition of which incorpor- 
ates the effects of the 1948 Companies Act, may well 
claim to occupy a place in the accountant’s library 
alongside the classic works on the subject. It does 
however, have minor omissions, for example, it does 
little more than refer to the place of auditing in the 
nationalized industries which now form such a large 
art of the British economy, but such omissions are 
indeed trivial when contrasted with the successful 
manner with which the whole field of audit practice 
has been covered from a practical standpoint. 
Eminently readable, the volume includes a par- 
ticularly interesting chapter on- the history of 
auditing, but perhaps of greatest use is the reference 
to the large number of legal cases illustrating the 
text. There are good indexes to both subject and 
cases. Altogether, this constitutes a most valuable 
work. Я 


Consequential Fire Loss Insurance in the 
United Kingdom and Eire 


by Lyndesay M. Currie, А.М I.I. | 
(Gee & Co, (Publishers) Ltd, London, 215 net) 


Everyone is familiar with fire insurance of the ordinary 
kind, which covers the capital value of the property 
damaged or destroyed. Such insurance can rarely 
cover the real loss where the property is used for 
business purposes or is let at a rent. This book breaks 
new ground by explaining clearly the advantages and 
реу of insuring against the consequential 
oss, whether of profit or of rent. 

The author’s powers of exposition are backed by 
wide put experience of this naturally somewhat 
complicated branch of insurance practice. His 
approach is highly topical, pointing out the aiff- 
culties in these times of having premises rebuilt or 
of replacing other assets vital to enable a business to 
continue earning profit and to retaining its goodwill. 

One particularly striking example of the benefit 
of loss of profits insurance is the possibility, by a 
suitably worded policy, of retaining staff and work- 
people during a stoppage resulting from fire. Their 
wages can be paid out of the policy moneys and their 
transfer to the employ of one’s competitors avoided. 

Although the book is primarily for those engaged 
in insurance, it can be read with profit by all business 
men and their advisers. 


RECENT PUBLICATION 
Ам INTRODUCTION то STATISTICAL CALCULATIONS, by 


J. Mounsey, в.зс.(всом.), хі + 351 pp. 7à X 5. 152 net. 
The English Universities Press Led London. 
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FINANCE AND COMMERCE 


Continued demand for capital for the support of 
new issue operations has failed to make any sub- 
stantial impression on the firmness of stock markets. 
Investment business remains on a fair scale and 
prices are steady to firm. The strength of sterling 
and the consequent flow of capital has assisted the 
gilt-edged market. 


Foster Clark 


Lieut.-Col. Sir Cyril V. Jones, chairman of Foster 
Clark Ltd, admits in his statement with the accounts 
to September 3oth, 1952, that the form used for the 
previous accounts gave rise to a certain amount of 
confusion. This should be avoided by the present 
form, he says, ‘which agrees with the most modern 
accountancy practice’. These accounts form the 
subject of our reprint this week. 

Profits, it will be noted, are up considerably even 
though the extra two weeks of the previous account- 
ing period happened to bring in an additional 
amount of investment income which was dispro- 


portionately heavy. While group trading profit before 
taxation, however, is up by more than £35,000, the 
net figure after taxation is about £12,000 better. The 
dividend has been cut but the company has not 
earned the distribution, for £8,000 has been drawn 
from dividend equalization reserve to enable the 
carry forward to be maintained. 

There is here a concrete instance of the use of a 
dividend equalization reserve which is more than 
maintained outside the business in a substantial 
liquid position. A feature of the company’s accounts 
for many years has been the very large holding of 
investments. 

A Gordon Hotels Point 
Out of the battle of circulars in the Gordon Hotels 
controversy between directors and dissatisfied share- 
holders, one point with a particular interest for 
students of company law may be extracted. It arose 
in a circular issued by the requisitionists of the 
meeting through their solicitors. 

‘Our clients’, it was stated, ‘desire us to point out 


FOSTER CLARK LIMITED AND SUBSIDIARIES 
Consolidated Profit and Loss Account 
Year ended September 36th, 1952 





1. Trading Profit subject to the items shown below  .. a T 
Gross income from Investments; Trade .. Ра m бА 
ег .. к< só за 


Deduct: Depreciation sis .. .. .. mm m .. 
Directors’ Fees .. .. .. .. .. T m 
Directors’ Emoluments . er .. 
Compensation to a Director for loss of office 
Audit Fee and Expenses T . 


2. Profit before charging Taxation 
Deduct: Taxation based on the profit of che year: 
United Kingdom Profits Tax . .. "m 
United Kingdom Income Tax " oe . 
Federal Income Tax .. 


Add: Under-provided In previous year (Note 4) 


3. Profit after charging Taxation 
Deduct: Proportion of Profit attributable to Minority Shareholders | 


Add: Losses Incurred prior to acquisition 


4. Interest of Foster Clark Ltd In the Profit of the Group 
Add; Transfer from General Revenue Reserve 
Transfer from Dividend Equalization Reserve .. 
Balances brought forward from а ле year: 
Foster Clark Ltd oe m 
Subsidiary Companies . 5 on .. m S 


5. Balance available m ae os .. .. 
6. Appropriations of Foster Clark Ltd 


Taxation relief In respect of capltal expedi аа то i ale Reserve .. = 


Dividends on Preference Shares (less tax) 5 .. 
Dividends on shed | Stock: 
Interim already pald, 3d per [Os Unit (24 per cent) (less tax) 
Final recommended, Is per [Os Unit (10 per cent) (less tax) 


7. Balances carried forward 
Foster Clark Lcd vs is of E" .. 5. s 
Subsidiary Companies .. s zs tee #2 ЗЕ ys 


(Notes not reproduced. — Editor.) 















































Year ended 
September 30th, poe Sor 30th, 12l 
Я уж 107,806 73,110 
E МЕ ++ 5,088 3.974 
ae 4 aie 20,505 30, 
133,399 107,524 
. . 24.148 22.924 
" 2.901 2739 
а 9,872 12,336 
. .. еж — 8.300 
‘ 877 870 
—— 37,798 —— 47,169 
" ix 95,601 60,355 
17,000 17,500 
34,000 21,862 
8,976 8,367 
59.976 47,729 
1,897 Cr. 8,993 
61,873 38,736 
33.728 21,619 
940 2,185 
32,788 19,434 
+ — 9,433 
z 32,788 28,867 
-— 10,000 
8,000 — 
79,879 80,701 
б . Dr. 1,211 13,437 
——— B6,668 104,138 
m .. .. 119,456 #33,005 
2,500 
xs do. 6,187 5,900 
x аа 6,891 13,781 
27,56: 32,156 
— 40,640 54,337 
78,816 78,668 
: 5 79,879 
x 6,509 Dr. 12H 
—— 78,816 78.668 
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.. FOSTER CLARK LIMITED 
Balance Sheet and Consolidated 















































NET ASSETS 
^ 2 The G P | Сотрапу Ma The Groüp 
Parent Com e Group arent · 117 
Ё pany £ з £ £ DE 0* £ 
1. Fixed Aisots 
у а Goodwill ` ae 100 ' 100 100 - 100 - 
А Land and Buildings (Note 5) ,734 140,547 80,35! 143,023 
: Plant and Equipment (Note 5) . 93,595 151,098 91,151 153,552 
Trade Investments at Directors’ valuation ` А 101,761 56,534 101,761 
TOTAL FIXED ASSETS.. ' 227,963 393,506 228,136 398,436 
2. Subsidiary Companies ' 
д Shares ac par value 133,074 93,074 
b) Debenture at Cost А mE y 
Amounts owing on current accounts | 52,978 29,611 
TOTAL INTEREST IN SUBSIDIARIES 186,052 162,685 
3. Current Asscta ' 
Stock at Cost ог indar, 319.790 423,417 370,220 454,677 
8 Debtors = $ i. os 97,299 483 107,219 131,357 
Investments, Quoted ка 241,751 241,751 308,772 30872 ` 
Market value £226,389 (1951, £335,490) 
(d) Investments, Unquoted А Ss = 13,002 15,263 10,175 10,175 
. Directors’ valuation — Parent £14,127 gai, сз 5 
Group £16,388 (1951, £13,100 
(e) Cash at Bank and in hand Ра E s S 17,690 18,918 1,616 4,894 
TOTAL CURRENT ASSETS 689,532 821,832 798,002 909,875 
4. Current Liabilities and тренера у 
а) Creditors E à 80,509 102,040 84,521 139,662 
b) Bank Overdraft 17.992 38,452 86,90! ' B9,116° 
с) Taxation 27,486 28,222 31,753 32,490 
d) Provision for Allowances to excemployees (Note 9) 12,471 12,71 11,342 14,342 
e) Proposed Dividend (Net)  .. 27,562 562 32,156 ES 
TOTAL CURRENT LIABILITIES 166,020 208,747 246,673 304,766 
TOTAL NET CURRENT ASSETS 523,512 613,085 551,329 с 605109 
' TOTAL NET ASSETS £937,527 £1,006,591 £942,150 £1,003,545 


that it may not be commonly known that under the 
articles of association of the company, the directors 
are entitled to receive their remuneration free of tax.' 

The directors replied: “No director of Gordon Hotels 
is entitled to or receives remuneration free of tax.’ 

‘And to this the retort was: ‘Under Article 84 of 
the company’s articles of association, the directors 
are entitled to their fees free of tax.’ 

It would seem that someone overlooked the 
provisions of Section 189 and particularly sub- 
section (2) which reads: TRY provision contained 
in.a company's articles . . . for payment to a 
director of remuneration as 'aforesai shall have 
effect as if it provided for payment, as a gross sum 
subject to income-tax and sur-tax, of the net sum for 
which it actually provides.' 


Civic Chest 

Coventry Civic Chest 1952, is the third publication 
of its kind by the Coventry City Council. The fi 
and facts are this year again embellished by diagrams 
which, less involved than in previous issues, should 
be quite easily grasped. In fact the City Treasurer ‘is 
greatly indebted to those who have brought so vividly 
to life the facts and ideas he was seeking to illustrate’. 

This third issue has been built round the committee 
structure of the Council. Students of government, it 
is stated in the introductory notes, 'regard the 
development of the committee system in English 
local government as a major contribution to political 














science’. Committees, it is explained, fall into three 
groups, the departmental committees each of which 
deals with one or more of the Council's services, the 
Finance and Salaries Committees, and the Policy 
Advisory Committee. 

The manner in which the functions ана actions of 
these committees is woven into the pattern of local 
government is admirably shown and the growth in 
the burden of responsibility carried by the City 
Council is graphically demonstrated. Coventry’s 
population at 258,100 has trebled in fifty years. In 
the same period the City’s extent has increased from 
4,147 to 19,167 acres, its rateable value from £263,684 
to £1,866,840, and ‘rates per head’ from 17s 10d to 
£7 9: 

Ap point which deserves emphasis is that although 
expert assistance in the design and execution of the 
booklet is duly acknowledged, the publication is 
more completely a product.of the City's staff than in 
previous years. The City Architect’s department аге 
responsible for the diagrams and illustrations, and 
the printing this year has been done. by the. City 
'Ireasurer's Stationery Section instead of outside 
printers. 


Money Market 


With applications at £306,265,000 the market’s 
allocation on Treasury bills on January 30th was 
only 37 per cent. The average rate was {2 7s: 11-05d 
per cent and this week’s offer is 550 million. 
Maturities are £240 million... NS Dake, 
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АМО SUBSIDIARIES 7 eo 
Reines Sheet, September 30th, 1952 
CAPITAL AND RESERVES 
Е 1952 ‘ 1951 
| Рагепе Company The Group · Parent Company The Group 
И -£ £ £ Е £ £ £ £ 
5. Caplta! 
Authorized, Issued and Fully Paid: 
(a) 7 ah ent Cumulative Preference Shares of £l sieh (frae P 
-. n the £) (Note 8) .. 00,000 100,000 100,000 100,000 
(b) Ordinary pie in Units of [Os each 525,000 ,000 525,000 525,000 
—— 625, 625,000 — 625,000 625,000 
6. Capital Reserve (Note 10) 19,740 30,997 18,791 30,048 
ene e Reserves and Surp 
Dividend Equalization Hat (Nota Hrs a 000 52,000 ,000 . 
р General Revenue Reserve (Note 12) 131,490 ,066 135,480 151,739 
Profits unappropriated.. vs ў 78,816 79,879 8,668 
255,787 — 275 290,407 
8. Future Taxation 
А Ber based on 1952 profits ож is 25,000 32,968 8,000 16,367 
Tax Equalization Reserve (Note 14) 12,000 12,000 15,000 15,000 
—— ——— 44,968 23,000 ——— 31,367 
Parent Company Shareholders’ Interests . 979,847 976,822 
9. Outside Shareholders’ Interests In Subsidiary Company i 
Ordinary Shares and Proportion of Reserves  .. S 26,744 26,723 
TOTAL CAPITAL EMPLOYED .. £937,527 £1,006,591 £942,150 £1,003,545 


(Notes not reproduced — Editor... - 









































CYRIL V. JONES 
H. M. BEAK Directors. 


CURRENT LAW 


Effect on Bank Balance on Outbreak 
of War 


At the time hostilities broke out in Palestine following 
the termination of the British Mandate, the Arab 
Bank in Arab territory in Jerusalem were customers 
of Barclays Bank (D.C. & O.) at their office in 
Jewish territority and creditors of that bank in the 
sum of £583,000. The Arab Bank now claimed that 
the effect of the outbreak of hostilities was to destroy 
their contract with the British bank and to wipe out 
the credit balance, but to set up a new obligation on 
the latter by which the money was payable on the 
principle that the bank would be unjustly enriched if 
it did not pay. The British bank contended that there 
was no such effect; that the balance was a liquidated 
sum of money, payment of which was merely sus- 
pended. 'The money has now been paid over to the 
Israeli authorities. 

Parker, J., accepted this latter point of view. In the 
Trading with the Enemy (Custodian) Order, 1939, 
a bank balance was treated as a debt even though 
there had been no demand for payment. Thus if 
the plaintiffs’ argument was right, considerable 
sums of money had been wrongly paid to the 
custodian. Consideration of the decision in 
Joachimson о. Swiss Bank Corporation. ([1921].3 КВ. 


110) indicated that a credit balance could be regarded 
as a liquidated sum of money, notwithstanding that a 
demand was necessary before it was actionable and 
that no demand had been made. The right to payment 


` was merely suspended. 


. The Arab Bank were demanding payment any- 
where, while in fact the balance was frozen in Israel. 
ord Bank Ltd v. Barclays Bank (D.C. & О.). 
Solicitors? Journal, December 20th, 1952). 


Money Paid under Mistake of Fact 

A company obtained a ninety-nine years' lease of 
premises. Thé assistant secretary of the company, 
responsible for. paying the. rents was under the 
mistaken impression that the lease was for ten years, 
for which period the company had a lease of part of 
the same premises purchased some time before. 
Accordingly, he deducted tax from the rent under 
Schedule А instead of the full standard rate. 

Pilcher, J., held that the length of a lease was a 
question of fact and that the over-payments were 
thus made under mistake of fact, in. spite of the 
knowledge of the secretary of the true facts and of 
the carelessness which kept the true facts from the 


TSee also ‘Money on Current and Deposit Account’, by 
T. J. Sophian, The Accountant, dated January 10th, 1953. 
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assistant secretary. ‘The company was, therefore, en- 
titled to recover on the ground that the lessor was 
entitled to receive the whole rent subject to the right 
of deduction of tax or that the right of deduction was 
the company’s exclusive remedy (Turvey 9. Dentons 
(1923) Ltd. (Law Times, December 12th, 1952)). 


Solicitor’s Negligence 

In Otter o. Tatham & Another (The Times, December 
zoth, 1952), the plaintiff, as personal representative 
of her son who was killed in a flying accident, sued 
the defendant for failing to exercise care and skill, 
by not advising that her son’s interest in a property 
: was entailed and that he was entitled to disentail 
` and make the property his own, having attained 
twenty-one years. Аз a result the property passed to 
the son's uncle and his children. 

The defendant wrote to the plaintiff giving her to 
understand that on reaching twenty-one her son 
would become absolutely entitled; and it appeared 
that from the start to finish the defendant thought 
this to be во. The will was in perfectly ordinary form, 
understandable by every student. Upjohn, J., found 
the defendant grossly negligent.- 


. Increase of Capital: Opposition by 
| Preference Stockholder 


The Bristol Aeroplane Co Ltd sent out notices of its 
intention to increase its ordinary and preference 
capital. The plaintiff, a stockholder, obtained from 
Danckwerts, J., an order restraining the company 
from proceeding without the consent of the prefer- 
ence stockholders, as allegedly required by article 68 
of the company’s articles, by means of a resolution 
of those stockholders passed at an extraordinary 
meeting of that class. 

The Court of Appeal allowed the company's 
appeal. The result of the proposals would be to give 
the ordinary shareholders a majority over the existing 
preference stockholders. In the opinion of the.Master 
of the Rolls the word ‘affected’ in relation to the 
class of stockholder in article 68 did not mean what 
Danckwerts, J., had taken it to meán. His construc- 
tion was not reconcilable with the other articles and 
in fact the rights of the preference stockholders would 
not be affected, although the enjoyment of those 
rights might be. The stockholders might be affected 
as a matter of business, but not in law (White 9. 
Bristol Aeroplane Co Ltd.) (The Times, December 


12th, 1952). 
Husband and Wife: Joint Purchase 


À husband and wife bought a house in the former's 
name, the wife providing £29 and the husband £431 
which he borrowed, Тће wife was earning and had a 
housekeeping allowance out of which she paid to the 
lender the sum of {151 and out of her earnings а 
further £280, extinguishing the mortgage debt. The 
husband later turned the wife out of the house, 
which he sold for £2,117. The County Court judge 
decided that the proceeds should be apportioned 
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according to the respective contributions at the date 
of purchase, giving allowance for the £280 which 
the wife later paid off. i 

The Court of Appeal pointed out that the parties 
did not concern themselves at the time of purchase 
with the question now before the Court. On the 
facts, the husband held the legal estate on behalf of 
both parties as a joint home and, in the absence of 
evidence to the contrary, held it for them equally. 
The profit on the house was a windfall and it might be 


- that а court would decide differently when windfalls 


were less common, and give greater emphasis to the 
contributions (Rimmer v. Rimmer. (Solicitors! Journal, 
December 6th, 1952)). 


Sale of Goods: Application that Plaintiffs 
be struck off 


The Etablissement Baudelot issued a writ against 
К. S. Graham &.Co Ltd claiming the price of goods, 
sold and delivered; the writ embodied a note to the 
effect that Etablissement Baudelot was ‘a compan 
incorporated according to the laws of France’. 
Etablissement Baudelot had not been registered in 
France, but it continued, after the death of Monsieur 
Baudelot, by his heirs and had traded and been 
taxed as a business. Sellers, J., refused the defendants’ 
plea that the writ be set aside on the ground that the 
plaintiffs were non-existent and allowed the latter's 
application for the amendment of the writ. 

'The Court of Appeal dismissed the appeal. Тће 
defendants had been right in inquiring who the 
plaintiffs were, but what would French traders have 
thought if Mr Justice Sellers had found otherwise? 
That point was not, however, in question; the matter 
had been dealt with according to law, and the Court 
wished that this appeal had not been brought. This 
sort of conduct by a company in this country would 
not help trade (Etablissement Baudelot о. R. S. 
Graham & Co Ltd. (The Times, December 17th, 
1952)). | | 

Contract of Service: Reasonable Notice - 
The plaintiff in Bauman v. Hulton Press | Lid 
(Law Journal, December 19th, 1952) was under 
contract with the defendants by which he offered 
all his ideas as a journalist and photographer first 
to the defendants, and undertook not to work for 
any other British weekly newspaper, in exchange 
for a retainer of {10 per week and a commission on 
work done. He was given a fortnight’s notice, but 
contended that this was not reasonable notice, , 

Streatfeild, J., held (applying Turner v. Goldsmith 
([1891] 1 Q.B. 544) and Devonald v. Rosset ([1906] 
2 К.В. 728) and distinguishing Rhodes v. Forwood 
((1876), 1 App. Cas 256) and Northey v. Trevillian 
(15709) 7 Com. Сав. 201)) that the contract was опе. 
of service and not of agency and was thus terminable 
only after reasonable notice, and embodied the implied 
undertaking of the defendants to give the plaintiff 
a reasonable amount of work. The latter was thus 
entitled to damages on that basis. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Professional Fees 


Sir, – May І add my voicé to those of your other 
correspondents whose letters on the subject of 
professional fees have appeared in your columns 
during the past few не 

The view of the Council of the Institute appears 


to be that any official guidance to its members · 


regarding fees 18 either anne, or inadvisable, 
or both. 

The Council cannot reasonably bà expected to 
pay much heed to the opinions of the one or two 
members who raise the question of fees from time 
to time, and it is almost certain that its present view 
wil be maintained unless more practising account- 
ants, who consider that some positive lead should 
be given on this subject, take the trouble to say so 
loudly and repeatedly. 

I urge them to do so. 

Yours faithfully, 
Preston. DEREK G. BEE. 


Sim, -I have been extremely CENE за the 
correspondence which has taken place on the subject 
of professional fees, but I think Mr McCombie sets 
out the position very clearly and precisely in his letter 
published on January 24th, 1953. 

It is possibly a fact that the majority of practising 
accountants in the country are in ones and twos and 
threes, and I also am of the opinion that such 
members of the Institute are not adequately repre- 
sented on the Council of the Institute, and that their 
problems receive very little consideration. 

The real trouble will arise in the next decade when 
it is found that there is a dearth of accountants ready 
to enter private practice, because the attraction will 
not be sufficient, and present practising accountants 
wil hesitate to guide their sons into the same 
profession. 
Yours faithfully, 
Peterborough. JOHN G. MEDCALF. 


Sir, - In a previous issue (January 24th) you were 
good enough to publish a letter from me in which I 
endeavoured to set out fairly the problem of the 
smaller firms of qualified accountants, arising out.of 
the effect of competition by unqualified practitioners 
on professional fees. 

It is to be regretted that the letter published $ in 
your last issue under the pseudonym ‘1880 And All 
That’ is couched in terms more suitable to the realms 
of political controversy than the normally dignified 
atmosphere of your correspondence columns. 

It is for this reason that I ага somewhat reluctant 
to continue the correspondence, but I feel bound to 
deal with the following specific points on which I 


join issue most strongly with “1880 And All That’: 


He does not attempt to dispute the fact that the 
smaller firm of qualified accountants in the provinces 
is subject to unfair competition or that this is a 
problem that does not affect the larger firms. (То 
suggest that, notwithstanding the provisions of the 
Companies Act, 1948, a large public company 
would employ an unqualified auditor is too ridiculous 
to require detailed comment.) = 

The ‘sitting tenant’ problem is one that has con- 
fronted all professional bodies that have secured 
legislative protection in return for a guaranteed 
standard of qualification of members. The complaint 
of the qualified accountant in my position is that 
bodies such as the Council of the Institute have not 
continued to press for registration, subject of course, 
to adequate safeguarda to the public. That a 
generation must pass before all registered accountants 
are qualified by examination, and in consequence 
many of us now living would not benefit personally, 
seems a poor argument unless one places the long- 
term interests of the profession below one’s own 
selfish ends. 

To suggest that protecting the qualified account- 
ant is a one-sided affair which, ipso facto, Parliament 
would not sanction, is nonsense. The public cannot 
be protected unless a standard of professional skill 
and ethics is forced upon all those who offer 
accountancy services to the business community. 

In maintaining that ‘the way to deal with this: 
problem is by educating the public’ your corre- 
spondent shows how completely he is out of touch 
with the realities as they affect the practices of the 
smaller provincial firms. Directors of exempt 
private companies and owners of small businesses 
on which the provincial qualified accountant has 
to rely to a great extent for his living, will never, and 
cannot be expected to, appreciate the standards which 
the practising accountant must seek to maintain, and 
in consequence will buy their accountancy services 
in the cheapest market, while that market exists. 
I feel bound to add that from his letter I am forced 

to conclude that ‘1880 And АП That’ is a partner in 
one of the larger firms who knows little and cares 
less for the difficulties which confront such a firm as 
mine. If I am doing him an injustice he has only 
himself to blame inasmuch as he prefers anonymity 
to publishing his name and address. 
Yours faithfully, 
Hitchin, Herts. S. Mc.COMBIE. 


Unqualified Accountants 


Sm, - I feel I must support the letter written by 
‘Beyond the Pale’ in the January 31st issue of The 
Accountant. 

J too, for many years have been a member of an 
association not yet recognized, and also have had an 
established practice for a number of years, during 
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which time I have satisfied the Board of Inland 
Revenue, the Board of Trade (as trustée ií bant- 
ruptcy), and accounts prepared in my office have 
been used by counsel in- ће Courts. 


pe ee ая 


Looking around I find that severab large, Барсе 


now in the hands of members of the recognized 


bodies, have. been built .up~by people like:myself; in, 


fact some, of my. . ‘unqualified’. colleagues. have 
employed and taken. i in as junior: partners, members 
of such bodies. . > : 

In my desk I have a ‘syllabus dated some years 
ago, setting out the requirements for membership of 
one of the now recognized bodies, these requirements 
being somewhat less than they are today. 

There are, of course, the undesirables who advertise 
and tout for business, but sooner or later they become 

‘unstuck’ and the work eventually goes to an 
established office. 

In the area in which I operate, I receive the utmost 
courtesy from the firms and practitioners of the 
reco bodies, and I always communicate with 
them should one of their known clients offer me 
instructions. During a recent illness I received 
generous offers of assistance to keep my office 


running. 
| Yours faithfully, 
ANOTHER BEYOND THE PALE. 


Sm, – 1 feel that I must write in support of “Beyond 
the Pale’, whose letter was published in your issue 
of January 31st. 

Whilst І sympathize with the attitude of the 
members of the three main bodies of accountants, I 
nevertheless consider that it is wrong to class all non- 
members as ‘quacks’. It should be recognized that 
there аге пару men of ability who for special reasons 
have been prevented from completing the necessary 
examinations, but this does not mean that their 
integrity and standards of professional conduct are 
any less than those of a chartered accountant; for 
surely these qualities are a question of personal 
character and cannot be acquired by examination. 
Neither should it be assumed that the so-called 
unqualified accountant has necessarily attained Ва 
position without study or sacrifice. · 

In my own case, after suffering from ill health in 
my early youth, I left council school at the age of 
thirteen and a half and subsequently obtained a posi- 
tion as office boy with a firm of chartered accountants, 
My lack of generdl education prevented me from 
being admitted as a student member of any of the 
accountancy bodies, but after studying for several 
years at evening school and by correspondence 
course I eventually obtained exemption from the 
preliminary examination of a small body of account- 
ants., I duly sat for the intermediate examination and 
was successful in obtaining first prize. Armed with 
this diploma І then applied for, and was granted, 
exemption from the preliminary examination of one 
of the main bodies of accountants. I subsequently sat 
for, and passed, the intermediate examination and 
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was studying for the final examination when a long- 
‘standing internal illness caused a complete breakdown 


in heal 


“At this stage- I had “been studying almost con- 
tinuously for a period of ten years, during five of 
which l was married, had two children and was 
living in a very small house with my wife’s parents. 
І was not liable to military service, being grade four; 
but this did not mean that there was no interference, 
with my studies. During the war period because of. 
the shortage of staff I often worked until the early: 
hours of the: morning completing urgent cases and 
dealing with the complicated excess profits ‘tax: 
Теано. Under these вена it has only been. 
my great love for the profession that has driven me 
forward so-that today I am a happy practising ‘un- 
qualified. accountant’, giving the best that is within 
me and, above all, endeavouring ‘to maintain the 
highest standards and traditions of tue и 
profession. 
` I therefore fully su port the НЕ that in 
the event of legislation being introduced, the Revenue 
should be allowed to prepare lists of approved account- 
ants who are not members of the qualifying bodies; 
for after all thé Revenue is in the best Position to 
weed. out.the.true ‘quack’, 

Finally, I know from practical experience that it is 
not always the unqualified accountant-who charges 
the smallest fee, and the considerable variation in 
the scale of charges which exists even between firms 
of chartered accountants leaves much, in my Орион 
to be desired. 

Yours faithfully, 
‘PRACTITIONER 


Companies ‘Act, 1948: Proxies 


Sir, ~ Section 136 (3) of the Companies Act, І 
makes void any clause in a company’s articles which 
requires a proxy form to be received by the com- 
pany more than forty-eight hours before the meeting 
at which the proxy may ђе ивед. 

Clause 69 of Table А provides that (apart from the 
case'of a poll) a proxy must be received by the 
company mot less than forty-eight hours before the 
meeting. 

So that the section says that more than forty-eight 
hours is prohibited, and. the clause requires receipt 
of the proxy not less than forty-eight hours, or, in 
other words, forty-eight hours or more before the 
meeting. | 

The effect seems to be that the clause is rnade in- 
operative by the section, so that a proxy must be 
deposited not more than forty-eight iub béfore the 
meeting. 

It seems that the section is wrongly worded, as 
the. intention surely must.be that the company’s 
officials are to have sufficient time before the meeting 
to examine any proxies received. 

Yours faithfully, £o 
CASTLE. 
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=< Maiiagetuent or Maintenance ? : 


TA A property investment company with limited 
liability i is owned ‘aid controlled by members of а 
family. The ‘nominal апа issued capitals - are small, 
the company being ‘financed: by loans from the bank 
and director/shareholders. > - 

Thè Inspector of. Taxes (Schedule D) maintains 
‘that some itemis 6f management expenditure are not 
allowable roo per cent, nor directors’ remuneration 
100 pèr cent although P.A.Y.E. tax has already been 
paid, apparently basing his decision оп the’ fact that 
the company is a family: concern, 

Other items of expenditure which can more aptly 
"be attributed to orsi le management and mainten- 
‘ance he suggests should be included in a Maintenance 
Claim (Schedule А) intimating that admission or 

‘rejection of these с es must be left to the discretion 
‘of his colleague (Schédule А). 

The inquirer would be grateful to learn the. views 
and experiences of readers who have already had. to 
deal with similar circumstances. Can a reasonable 
assessment of the position be obtained by reference 


to any part of the Income Tax or other Acts, thus- 


enabling the company to demand full and гере 
allowances? Yours faithfully, 
LESALEX. 


- Excess Profits Levy: A Contradiction 


Sir, ~ Your readers’ views on the following position’ 


would be most welcome: 

- A. Ltd and B. Ltd were formed and commenced 
business on June 1 5th, 1949, and October tst, 1949, 
ae e В. Ltd is the wholly-owned subsidiary 
of A. Ltd 


.. Both companies from their inception, carried on the | 


main part of their business in Malaya and form a 
group for excess profits levy purposes from January 
Ist, 1952. 


The condition laid down in Section 38 (5) Finance. | 


Act, 1952, is satisfied as regards both companies, and 
accordingly A. Ltd elects under seram 8 (1) (с), 
Schedule 12, Finance Act, 1952. E 
Ма this case paragraph 8 (т) provides that the 
standard profits of the group shall | be ascertained by 
reference to the composite figure of profits for the 
period June 15th, 1949, to December 31st, 1950. - 
However, it appears that this transgresses paragraph 
8 (2). Since А. Ltd's ‘trade commenced after January 
ast, 1949, the standard profits of each member. shall 
ђе computed by reference to Section 38 (3), Finance 
Act, 1952, i.e. I2 per cent.-net capital issued, · 
Yours faithfully, - : 
dibus, Surrey. H. HUDSON, A.C.A., АТАЛ. 


[Our correspondent has hit upon what seems to be 
another drafting error in this deplorable Act. It arises 
from an amendment to the original Bill which was pro- 
posed Љу the Solicitor-General on May 26th, 1952, and 
was apparently not well thought out. The option which 
paragraph 8 (1i) (с): purports to grant is, in effect, 
excluded where paragraph 8 (2) (а) applies, i.e. where 
none of the businesses began before 1949. — Editor.] 
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“Is Taxation à Contingent ‘Liability P 


D I éhould- like to éxpress my appréciation of 
the article. by. Mr A. R. English, А.С.А., in your 
чавце of December 20, ` 1952..For some time past I 
have ‘been seeking support’ for the disclosure in 
particular of the contingent (ог deferred) liability 
for profits tax non-distribution relief. ` 

| Ist not a fact that (subject to future legislation) 
the only way in which non-distribution relief ceases 
to be a liability is when there are no surpluses over 
capital available for distribution. Liability can still 
arise when all revenue surpluses are exhausted but 
there remain capital profits available for distribution. 

In a recent case being dealt with under Section 55, 
Finance Act, 1940, I claimed that profits tax- nan- 
distribution relief. was: a liability to be taken into 
consideration. After correspondence ‘thereon the 
Estate Duty Office have agreed to allow:10: per cent 
of the non-distribution relief-as a deduction from the 
net value of the assets concerned. It.is submitted that 
the whole should be allowed and it may. be that if 
it became a practice to make provision for non-dis- 
tribution relief liability in the accounts; or to make 
а note thereof on the balance sheet or in the director’s 
report, this would be of considerable support in 
dealing with cases to which Section 55, poe Act, 
1940, applies. 

Finally, I would submit that any person advising 
upon the: purchase of a controlling interest in a 
company would take into account contingent liability 
for non-distribution relief and other similar items. 

Yours faithfully, 

Lowestoft W. Р. GILL. 


. Section 196, Gonia: Act, 1948 


Sm, ~ The answer to your correspondent ‘Bricks’ 
(January 3rd issue) would appear to be: 

Subsidiary company: All sums paid to A., В. апа С, 
for services as directors of that company ‘or other- 
wise... .' (196 (2) (а)). This excludes payment by 
holding company to C. 

- Holding company: All sums paid to А. and В. for 
services as. directors of both companies “or other 
„(196 (2) (а)). 

T Consolidated accounts: No disclosure of any re- 
muneration (Eighth Schedule, Part II (19)) even 
though this is the only profit and loss account pub- 
lished. 

: Yours faithfully, 
` London, EC2. E. 


Television Maintenance Insurance 


Sir, ~ Without having any first-hand experience in 
the matter, but in the hope of assisting your corre- 
spondent em, V." (The Accountant, January 3rd, 1953), 
I would advise him, that in my opinion, the Inspector 
of Taxes would accept as a fair and’ reasonable 
rocedure, the inclusion in' the annual profit and 
me account of that part of the anticipated profit on 
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the transaction represented by averaging this total 
over the period of years covered by the agreement 
with the customer. 

The transaction would be controlled by opening 
a ledger account for each customer, crediting the 
premiums when received, and balancing the account 
at each year-end by making (a) a debit accrual for the 
outstanding balance, less the expected margin of 
profit; and [o the amount of the profit to be included 
in the trading and m and loss account. 

Yours faithfully, 


W. А. 5. 
AP Vi oun Accóunting for Inflation 


5 


el 


- reasons why ‘orthodox’ accounts distort gross trading 


бів, – Мејо P. Stott's S Sos leer ls your issu in your issue of January 
-Yoth brings into question what is perhaps the most 


_ prevalent misapprehension concerning the distortion 


of business profits by inflation, namely, that if a 
business holds the same physical quantity of stock 
at the beginning and end of a trading period, then 
the fact that the monetary value of the closing stock 
is greater than that of the opening stock causes the 
profits of. the business to be overstated by the 
amount of the difference between the two monetary 
values. The only connection between the higher 
value of closing stock and the distortion of gross 
profit caused by inflation is that they are both effects 
of the same cause. 

The problem can be analysed from two angles: 
(a) that of the distortion caused to gross trading 
profits; and (b) that of the distortion caused to net 
trading profits after adjustment for the losses and 
gains of purchasing power resulting from inflation. 

Taking the former first, we can say that the real 


profits are as follows: 


(a) They omit to debit the amounts by which stocks 
in hand increase in monetary value whenever 
stock prices (i.e. trade prices) rise. 

(b) 'They omit to debit or credit the losses or gains 
of purchasing power (or exchange value) that 
arise on stock in hand whenever stock prices and 
the index of inflation advance by dissimilar 
proportions. 

(c) They value opening and closing stock at actual 
cost price, instead of at trade prices current at 
the beginning and end of the trading period. 
(This is the only way in which trading profits 
can be distorted by stock values.) 

(d) They ignore the fact that the gross trading 
profit consists of profits on individual transactions 
made at different times during the trading period, 
so that, if inflation has been in progress, the 
profits are expressed in pounds of different 
purchasing powers. 


These remarks refer only to trading accounts 
consisting merely of opening stock, purchases, sales, 
and closing stock. There are also the separate 
problems of removing distortion from net trading 
profits, and of accounting for the losses and gains of 
purchasing power on assets and liabilities the 
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monetary values of which cannot be affected by 
inflation. 

Considering the problem from the second an: 
mentioned above, we can say that, in times of i 
tion, the net profit given by ‘orthodox’ accounting 
overstates the following: 

The real net trading profit or loss, adjusted by 
the losses and gains of purchasing power resulting 
from inflation. | 

And that, if opening gad closing stock are valued 
correctly, the amount of the overstatement is: 

. The difference between (e) the net balance at the 
commencement of the trading period, of stock and 
those assets and liabilities which cannot heve their 
monetary values affected by inflation, and (f) the 
amount which, at the end of the trading period, 
would have the same purchasing power as that 
. possessed by this net balance at the beginning of 
the period; 

Pius the difference between (g) the depreciation 
appearing in the ‘orthodox’ accounts, and (A) the 
same depreciation expressed in currency circulating 
at the end of the trading period. . 

Should the net balance mentioned under (e) be a 
credit one, there may be an understatement instead 
of an overstatement. The amount of it is the differ- 
ence between (e) and (f), less the difference between 
(g) and (A). If the resulting figure is a positive one, , 
there has been an understatement; if negative, there 
has been an overstatement. 

In commenting on Mr Stott's concluding remarks 
(I hope I have not misunderstood them), I think it 
should be mentioned that if, when inflation -is in 
progress, there is a time-lag between an item of 
expenditure and the revenue it subsequently pro- 
duces, then the purchasing power of money will 
have decreased in the meantime. Hence, even though 
both items may occur in the accounts.of the same 
trading period, they will appear in pounds of differ- 
ent purchasing powers; and, as ‘orthodox’ accounting 
looks only at-nominal values and treats all pounds as 
equal, there will be distortion of real trading profits 
as a result. | 

To illustrate the force of this, we may consider a 
case where, in a time of steady prices, 50 worth’ 
of shares (fifty £1 shares) are bought for £75 and 
sold later for £100. In reckoning that a profit of £25 
has been made, we ignore the nominal value of the 
shares, and take account only of their real value. 
Now shares are very similar to banknotes; they both 
entitle their holders to a certain share of wealth (of 


„а company or of a nation), and they both possess 


nominal values that remain constant and real values 
that vary. Yet in dealing with banknotes in times of 
changing price levels, ‘orthodox’ accounting adopts 
the rule: account for nominal value only, ignore real 
value. This is the opposite of its rule for dealing 
with shares. The contrast is not perfect, but it gives 
one material for:thought. 


Yours faithfully, 


Liverpool, 8. LEONARD. HUGHES. 


a 
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. "THE ASSOCIATION OF 
CERTIFIED AND ‘CORPORATE ACCOUNTANTS 


London and District Society’s Annual Dinner and Dance | 


The annual dinner and dance of the London and 
District Society of the Association of Certified and 
Corporate Accountants was held at The Dorchester 
Hotel, London, on Thursday, January 3oth. 

The guests were received by Mr R. W. Wilson, 
F.A.C.C.A., President of the Society, and the Rt. Hon. 
Lord Latham, J.P., F.A.C.C.A., President of the Associa- 
tion. Among the guests present were: 


‘The Rt. Hon. The Earl Jowitt, p.c., and the Countess 
Jowitt; Mr A. M. Allen, M.A., B.COM., PH.D., Е.С.1.8. 
(Secretary, Chartered Institute of Secretaries) and Mrs 
Allen; Mr Stanley J. D. Berger, M.C., F.C.1.8. (Director, 
Institute of Cost and Works Accountants) and Mrs Berger; 
Mr L. F. Cheyney, F.LM.T.A., Е.5.А.А. (Secretary, Institute 
of Municipal Treasurers and Accountants) and Mrs Cheyney; 
Mr Douglas A. Clarke, LL.B., r.c.4. (Chairman, London and 
District Society of Chartered Accountants) and Mrs Clarke. 
Mr I. A. Е, Craig, o.B.E. (Secretary, Society of Incor- 
porated Accountants and Auditors) and Mrs Craig; Mr 
С. V. C. Darley, в.кл.с.з., F.A.1. (President, The Corporation 
of Insurance Agents) and Mrs Darley; Mr L. C. 
Hawkins, F.S.A.A. (Member, London Transport Executive, 
Member of Council, Society of Incorporated Accountants and 
Auditors) and Mrs Hawkins; Mr J. C. Latham, D.L., 
F.A.C.C.A., Е.В.А.А. (Director and Secretary, Association of 
Certified and Corporate Accountants) and Mrs Latham. 
Mr F. H, Lucraft, с.В.в. (а Special Commissioner of Income 
Tax) and Mrs Lucraft; Mr Т. Lister, M.A., С.А, (President, 
Association of Scottish Chartered Accountants in London) and 
Mrs Lister; Mr Alan S. Maclver, M.C., В.А, (Secretary, 
Institute of Chartered Accountants in England and Wales) 
and Mrs Maclver; Mr Е. Н. S. Marker, C.B., and Mrs 
Marker, Mr C. Н. Pollard, O.n.E, F.S.4.A., F.L.M.T.A. 
(President, Institute of Municipal Treasurers and Accountants) 
and Mra Pollard; Mr S. C. Tyrrell, F.C.W.A., F.LA.A. 
(President, Institute of Cost and Works Accountants) and 
Mrs Tyrrell; Sir Richard Yeabsley, C.B.E., F.C.A., F.8.A.A. 
Chairman, Incorporated Accountants! London and District 
ociety) and Lady Yeabsley. 


Golden Jubilee Next Year 


The toast of "The Association of Certified and 
Corporate Accountants’ was proposed by the Rt. Hon. 
The Earl Jowitt, p.c., who in the course of a very 
entertaining speech mentioned his associations with 
the accountancy profession. Amid laughter he said he 
had had certain very profitable associations with 
accountants while he was_at the Bar and on looking 
back he wished that he had been able to maintain them. 

Lord Jowitt went on to say that if one wanted a 
doctor one went to a qualified man and similarly with 
a dentist, but when one needed an accountant as a 
doctor for one’s business one allowed anyone to do it, 
and many of these people were not even qualified to 
conduct such business. He thought, therefore, that it 
would be a good idea to get together all. the branches of 
accountancy and have a Bill providing for statutory 
regulation of the profession. He said he liked to think 
that it would yet be achieved because it would not only 
be in the interests of the profession, but also of the 
public, 

Speaking of the Association, he said that it started 


in 1904 and that it had come a long way since that 
time, and would reach its Golden Jubilee next year. 
It started with 300 members and now it was only just 
short of 8,500. 

The Rt. Hon. The Lord Latham, J.P., F.A.C.C.A., 
replied to the toast and said that as President it gave 
him great pleasure to be with the London and District 
Society. | 

District Society’s Excellent Work 

After congratulating the London and District Society 
on its excellent work he said that for those who were 
prepared to fit themselves for membership of the 
recognized bodies, and whose status and bona fides 
were beyond question, the road was open, but it was a 
road of study, of training, of experience and the 
acceptance of and compliance with a standard of 
conduct based on integrity and social ethics to clients, 
to the public and to colleagues. The profession would 
on no account lower its standards, for to do so would 
be a grave injury to its status and consequently to 
the business community of the country. 

Lord Latham continued by saying that the Chartered 
Institutes, the Society and the Association were 
agreed as to the steps that should be taken and as to 
the necessity for taking them. In recent years the 
profession had in goodwill and good faith reached а 
successful and comprehensive means of cordial co- 
operation on matters generally affecting the profession 
which had been greatly to its own benefit. 

In conclusion, Lord Latham said that there were 
difficulties facing the profession but he refused to 
believe, if everyone, tackled the matter in a spirit of 
honourable endeavour and intention, that those difficul- 
ties could not be satisfactorily overcome. He believed 
that the spirit to do that was there. He suggested that 
the profession should go forward as one, and renew its 
co-operative efforts to achieve and secure ~ what he 
was sure all in their hearts desired —the effective 
regulation of the profession. If the recognized bodies 
achieved this, and he had the faith that they could, then 
they would have merited well of their time and 
generation. 

The toast of ‘The Guests’ was proposed by Mr 
В. W. Wilson, F.A.C.C.A., who said how delighted he 
was to welcome the Earl and Countess Jowitt. Earl 
Jowitt had served’ his country for.many years in many 
ways and he had always been a good friend of the 
accountancy profession. 

The toast was acknowledged by Sir Richard 
Yeabsley, С.В.Е., F.C.A., F.S.A.A., who stated that he 
wished, on behalf of the other guests and himself, to 
thank the President for the generous terms of the 
toast and for the warmth of its reception, he said that it 
gave him pleasure to express appreciation of such 
hospitality. In conclusion, he said that he wished again 
to congratulate the District Society on its work and 
progress and to tske the opportunity of thanking it 
for including the other guests and himself in the 


-generous scope of its hospitality. 
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NOTES AND NOTICES 


FORES о Personal m 
Messrs FRENCH &.-Cowan, Chartered а 


of 144 St Vincent-Street, Glasgow, C2, announce: 


that they have assumed as a partner Mr Јонм 
SERNAN, .C.A., who received his training and. qualified 
in their office, and. who has been their principal 
assistant for several years. The firm name will 
remain unchan 

"Мк Ivor GumrirHs, РАЈА, and Mr K. H. 
FICKLING, A.8.A.A., practising. hitherto as J. H. 
HENDERSON '& Có, Incorporated Accountants, at 
3 Albemarle. Street, London, W1, announce ‘that as 
from February 2nd, 1953, they have admitted 


- Ме W. J. борев, F.s.a.A., into the partnership, and 


that the practice will now be carried on in the style 
of Henderson & Co, from the. same address. 

. Mr A. T. PAYNE, F.C.A., practising as PAYNE & Co, 
Chartered Accountants, at Barclays Bank Chambers, 
South Road, Smethwick, 41, announces that ће has 
been joined іп partnership ‘by Mr R. D. HucuEs, 
A.C.A., a3 from February 185. 1953. 

| MESSRS Ковент J. WARD & Co, Chartered Account- 
ants, of Adelphi Terrace House, 3 Robert Street, 
Adelphi,. London, УУС2, announce with regret the 
death, on January 3oth, of Mr Аткх CoLIN EILOART, 
F.C.A., who had been a partner in the firm since 1923. 


: Professional Notes 
Mr J. Stirling, ‘C.B.E., B.COM., B.L., Е.5.А.А., chief 
accountantiin the Department of Health for Scotland 
since 1940, fetiréd on January 31st after 43 years in 
the public service – nearly all in the Department of 
Health. Mr Stirling was responsible for the financial 
arrangements on the introduction ‘in Scotland of the 


‘National Health Service, and in 1951 was seconded to 


U.N.O. to. advise the Ceylon Government on the 
financial aspects of public health services. Mr Ј. 
Callan Wilson, C.A., assistant secretary in the Depart- 
ment of Health, has been appointed to succeed 
Mr Stirling. 

Mr Peter B. Higgins, A.C.A., A.M.I.PROD.E., 
M.INST.M., has been appointed to the boards of 
Specialloid Ltd and Aero Piston Ring Company, Ltd. 

Sir Lionel Lowe, В.А., Е.С.А., has been appointed 
a director of Vactric Ltd, following his nomination 
by the Treasury to fill a vacancy on the board. He 
is a former partner in the firm of Thomson McLintock 
& Co and from 1946 to 1951 was finance member of 
the National Coal Board. 

Mr C. Е. Urquhart, C.A., a director of Foster, 
Yates and Thom Ltd, has been appointed deputy 
chairman of the company. 


In Parliament | 
EmpLoyeD Marriep Women: Tax RELIEF 
Miss Warp asked the Chancellor of the Exchequer 
the annual cost year by year to the Treasury of the 
special income-tax allowances given in respect, of 


€ 


Loi ; ; 
maned women in exaployment since аре relief was 


. first put into operation. 


. MR В.А. BUTLER: An additional pérsonal allowance 
in respect of earned income of married women has 
been given since 1920, but the statistics available are 
inadequate to estimate the cost of this allowance 
for years priot to 1947-48. 

The estimated annual ‘cost from that year dian 
(including the cost of the separate, reduced rate 
relief which has been given since 1948-49). is as 
follows:: | ~ 


£ million 
"o 947-48 eh. Pe VS ves Me BO Е" 

2 1948-49 e a te oss CURE “, 
"1949—50 ` ce pu i» og 55, o) 
1950—51 ie WU exeun SE rho E 
1951—52. .. MAS We .. бо s 
1952-53 65. 


: ТЕ does not flow that if es alienos were 
withdrawn the Exchequer would benefit to the 
extent of the cost shown, as many married "women 
might stop working. | 

Hansard, January 27th, 1953. Written Answers. co 99: 


Steel Change-over : 

Силно ACCOUNTANT TO ADVISE THE ‘CHANCELLOR 
Sir John Morison, C.A., a partner in the firm of 
Thomson McLintock & Co, Chartered Accountants, 
is to be the main Adviser to the Chancellor of ‘the 
Exchequer on the Treasury’s problems – such as 
the transfer and pricing of shares ~ in the change-over 
of the ‘iron’ and steel industry from national to 
private control. In a recent statement to the House 
of Commons the Chancellor said:  . 
` . ‘In view of the responsibilities which will fall upon the 
- Treasury. ‘when the Iron and Steel Bill is enacted, I ага 
- making arrangements now to provide myself with advicé 

on how those responsibilities may be In 

particular, I have asked Sir John Morison to my 


main Adviser .on. these matters during the coming 
. months.. 


Sir John “Morison, who is 60, commenced his 
career in Glasgow — where he was at one time personal 
assistant to Sir William McLintock – and came to his 
firm’s London office more than thirty years ago. 
During the war he was Director-General (Finance 
and Contracts) at the Ministry of Supply, and at 
present is a director of the Finance Corporation for 
Industry. . 


The Institute of Chartered 
Accountants in Ireland 
MEETINGS OF THE COUNCIL | 
Át a special meeting of the Council of the Institute 
on December 18th, 1952, in Dublin, the уа 
were present: 


Mr H. E. A. Addy (President) in the chair, Mr P. Butlei 
(Vice-President), Messrs F. Cleland, W. H. - Fitzsimons; 
С. Е. Klingner, E. T. McCarron, Н. "Trevor Montgomery, 
E. P.-O’Carroll, P. J. Purtill, and D, McC. Watson, with 
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Mr Wm.- Edmiston ' Crawford (Secretary- Treasurer) .and 
Mr Hugh Stevenson (Joint Secretary) in attendance. 

Apologies for absence were received from Mr John 
Bailey and Mr У. І. Н. Rodden. | 
.. Applications by the following members for admis- 
sion to associateship in practice were acceded to: 

- James Pascal Convery, Belfast. 

. Robert Tan Morrison, Dublin. ; 
- The death of Mr Stephen Vincent Ó' Shea, F.C.A., 
of Cork, was reported and noted with great regret. 

The ee required in the Northern Ireland 
Grammar School Senior Certificate for the purpose 
of exemption from the Preliminary examination of 
the Institute was reviewed and confirmed as follows: 

‘Provided the credit standard at ordinary level or a 
pass at advanced level has been obtained at one and the 
same examination in not less than’ five subjects; where 
these five subjects do not include a mathematical subject 

' а pass in a mathematical subject i is also required at one 
and the same examination.” 

It was noted that representations to the South 
African Public Accountants’ and Auditors’ Board in 
regard to the recognition of the Final examination 
of the Institute, for the purpose of Sections 23 (3) (с) 
and 25 6) (а) of the South African Public Account- 

Auditors’ Act, 1951, were to be considered 
at the next meeting of the Board. 

Particulars of the objects of the Irish Management 
Institute: and the methods by which it intended to 
achieve its purpose- of raising the standard of 
management in Ireland – supplied by the honorary 
secretary . of. its provisional committee were con- 
sidered. Several members of the Council who had 
attended the inaugural meeting in The. Shelbourne 
Hotel, Dublin, on December 9th, 1952, explained the 
decisions and steps . taken at the meeting; .and: it 
was agreed that the new Institute was likely to fill a 
very useful purpose in the commercial life of the 
community. It was noted from the report of their 
‘working committee’ that the question of securing 
the support of professional bodies and organizations 
in related fields had been left over until an executive 
committee and permanent staff had been appointed. 

The minimum scale of professional fees as recom- 
mended by the Council in November 1948 was 
reviewed and revised for issue to members on 
January tst, 1953. 

Mr Н. Н. Forsyth, LL.B., F.C.A44 Dublin, was 
appointed to fill the vacancy in the office of joint 
auditor of the Institute created by the co-option of 
Mr D. McC, Watson, LLB., Е.С.А., to the Council. 





. At a meeting of the Council of the. Institute on 
January 12th, 1953, in Belfast, the following were 


present: 

Mr Н. E. A. gi (President) in the chair, Messrs 
Е. Cleland” "Ww. H. Fitzsimons, G. F. Klingner, E. T. 
McCarron, P. J. Purtill, and D. McC. Watson, with 


Mr Wm. Edmiston Crawford (Secretary- Treasurer) and 
Mr Hugh Stevenson (Joint Secretary) in attendance. 
Apologies for absence were received from Messrs 
P. Butler (Vice-President), John Bailey, Н. Trevor 
. Montgomery, E. P. O'Carroll, and W. . H. Rodden. . 
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-The following associates in practice applied for 
and were admitted to fellowship: 

. Patrick Oliver Goffey, M.A., LL.B., Limerick and Nenagh. 

Stewart Lilburn, B.A., B.COMM., Limerick. 

‘Darwin Herbert Templeton, Belfast. " 

: The tragic death of Mr George Pene Nicol 
Monro, A.C.A., at his business in Belfast was reported 
and noted with deep regret. Mr Monro, who had 
been a member of the Institute since 1909, was a 
director of Bell & Co (Ironfounders) Ltd. 

It was noted with satisfaction that the President, 
Mr Addy, and the secretary, Mr Crawford, hoped to 
be able to attend the inaugural dinner of the Institute 
of Chartered Accountants of Scotland in Glasgow on 
February 4th, 1953, to celebrate the completion of - 
the amalgamation of the three former Scottish 
Societies of Chartered Accountants. 

An application was considered from the committee 
of the Dublin Society of Chartered Accountants for 
an increase in the Institute's annual grant to the 
Society and it was decided to increase the grant by 
£50, to £225, for the year 1953-54. | 

It was arranged to hold the next. quarterly meeting 
of the Council on February 23rd, 1953, in Dublin. 


Manchester Society of Chartered Accountants 


A meeting of the Manchester Society of Chartered 
Accountants to be held on Monday, February 16th, 
in the Chartered Accountants’ Hall, 60 Spring 
Gardens, will be addressed. by Mr E. N. Macdonald, 
D.F.C., F.C.A., the subject being ‘Excess profits levy’. 

* The meeting, to which the members of the 
Incorporated ccountants’ Society of Manchester 
and District have also been invited, will commence at 
ован preceded by tea at 5.30 p.m. 


Police Force Statistics 


A a return of police force statistics for the year 


1951—52, recently issued by the Institute 'of. Muni- 

cipal Treasurers and Accountants, in conjunction 
with the Society of County Treasurers, the general 
and financial statistics relating to all police forces 
in England and Wales, with the exception of the 
Metropolitan and City of London Forces, are given. 

The return shows the average population per 
police officer outside the excepted area to number 
675 and the total net expenditure per officer in 
1951-52 to be £866 115 ап increase of £88 17s on 
the previous year, due mainly to a rise in pay and 
allowances. The analysis of total net expenditure of 
individual forces shows wide variations, with, in 
the boroughs, the expenditure of Bristol (£952 4s а 
year per officer) the highest, and Stockport (£748 75) 
the lowest. In the counties, Glamorgan's expenditure 
of £990 тоз is closely followed by that of Warwick- 
shire as the highest, while Flintshire's £747 6s a 
year per officer 18 at the other end of the scale. 

'The average net cost per head of the population 
for the police force in the year under review totalled 
Хі 25 7d- an increase of 2s 8d on the previous 


year's figure. 
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Тће Chartered Accountant Students’ Society 
of London 


In a badminton match played at Ealing, on Wednes- 
day evening, January 28th, the Society lost to 
Barclays Bank by 6 rubbers to 3. Members of the 
Society’s team were H. M. Heah and C. L. Yeoh; 
J. H. Flew and J. R. King; D. P. Barua and 5. C. 
Khanna. 


Our Weekly Problem 


No. 56: THE PROFIT FOR THE YEAR 

‘They seem to have had a good Christmas trade.’ 
said Mr L. U. Sidate, Р.С.А. Веће average monthly 
profits from January to November inclusive are just 
10 per cent less than the average monthly profits 
from February to December inclusive, and 664 per 
cent less than the profits for December. The profits 
for January were £400.’ 

What was the profit for the year? 

The answer will be published next week. 


Answer TO No. 55: THE Way ТО THE Moon 
The series is of the order of: as*+bs+c where s is any 
term in the series. The answer to Problem No. 54 gives 
` the first three terms (omitting oo) as 9, 74, 156. Give 
values of 1, 2 and 3 tos. 
Then а + b +с= 9 
да + % + с = 7 
да + 3b + с = 15 
From these а-=8:5 ђ==39'5 c=—39 
To find which term of the series is 218,000 it is necessary 
to find the value of s in: 
850s? + 3,950:—3,900 218,000 
This gives s== 14. 
Mr Sidate had completed 5 terms of the series, leaving 
9 terms i,e. 8 stops on the way to the moon. 


TWENTY-FIVE YEARS AGO 

From Che Accountant or FEBRUARY 11TH, 1928 
Extract from the speech of Mr Stuart Deacon, Stipend- 
tary Magistrate for Liverpool, proposing the toast of 
‘The Institute of Chartered Accountants in England 
and Wales’ at the annual dinner of the Liverpool 
Society of Chartered Accountants, on Fan. 12th, 1928. 

I ask myself why you have invited me to propose 
this toast. I move in a society which is very far 
removed from the affluent society to which you belong. 
re quu I can only suppose that you thought, 
"Well, let the poor devil have one good dinner— 
(laughter) —and let him have one evening at any rate 
spent in the company of gentlemen." (Laughter.) The 
presence of a very old friend of mine, the learned 
and popular Vice-Chancellor of the County Palatine 


- of Lancaster, reminds me that I did at one time move 


in decent society—(laughter)—because I was at one 
time a member of the Chancery Bar. In those days 
I learned the value and solemnity of affidavits. 
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(Laughter.) But I am now in a place from which an 
affidavit is as far removed as, I suppose, an ice chest 
is from Hades. (Laughter.) The only receivers 1 
now come across are not, I believe, members of your 
Society—(laughter)—at any rate I am sure they are 


- not appointed by affidavit. (Laughter.) I know affi- 


davits are not always quite what they ought to be. I 
remember a story of a case in which the affidavits 
were piling up and as fast as an affidavit was provided 
on one side a fellow came running in with a new 
affidavit on the other side. Аз counsel was reading one 
of the affidavits, the Judge heard a very curious noise 
in the corridor outside. "Mr. Smith," he asked, 


. “what on earth is that extraordinary noise?” "I don't 


know, my lord,” replied counsel, “unless it is that my 
learned friend, Mr. Jones, is filing his next affidavit." 
(Laughter.) 

I rise to propose this toast with the greater zest 
because to me пое аге an absolute mystery. 
(Laughter.) The only form of double entry with which 
I am acquainted is the method ‘of the cat burglar. 


SEVENTY-FIVE YEARS AGO 
From The_ Accountant OF FEBRUARY 9ТН, 1878 
Opening sentences of a ‘Note in Passing’ entitled: 
The Annulling of Adjudications 
We regret exceedingly to have to return to this 
unsavoury topic, but we feel compelled to do so in 
the interest of the profession. Mr. Rhodes, of Halifax, 
has written us two more extraordinary and, we must 
add, insulting letters. But for their being marked 
p and for the fact that we have more respéct 
or Mr. Rhodes than he apparently has for himself, 
we should certainly publish these communications, 
in the assurance that their tone and language would 
be.universally condemned. The treatment we have 
received at Mr. Rhodes' hands is an apt illustration of 
the difficulties attending the conduct of a newspaper. . . 
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THE INSTITUTE OF | 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Results of Examinations held in December 1952 
-FINAL EXAMINATION 


As a result of the examination held on December 8th, 9th, 10th, 11th and 12th, 
1952, the undermentioned 86 candidates qualified for the Institute's Final examina- 
tion certificate; their names appear in alphabetical order and are followed by the 
names of the firms of the Masters to whom they were indentured (or assigned). 


Anderson, D. M. (Kerr, MacLeod & Macfarlan), Glasgow. 
Arthur, D. (Thomson McLintock & Co), London. 


Bannister, W. J. McD. (Reid & Main, Gla Glasgow, 
Beedie, W. G. (James Milne & Со) 

Blakey, A. W. (Alexander Sloan У Со), Саон, 
Britton, J. M. (John Lauder & Co), Gl 


Brooks, W. P. (T. S. Aikman & Paterson - Aberdeen. 
Brown, J. (Wallace & Somerville), Edinb: 
Brown, Miss M. E. (Mc McLachlan ugh Co), Glasgow. 


*Buchanan, D. F. (Reid & Mair), Glasgow. 
Buchanan, R. W. (Howden & Molleson), Edinburgh. 


pee вани D. (Lindsay, Jamieson & Haldane), Edin: 


ona Lu D. (Deloitte, Plender, risus & Co), London. 
Clark, C. J. (A. & J. Robertson), Edinburgh. 

Colledge, W. С. p (Thomson не & Со), Glasgow. 
Colletts, W. (Thomson McLintock & Co), London. 
Souper, w H. (William Duncan & Са» Glasgow. 
Craig, К. Н. (S. Easton Simmers & Co), Glasgow. 
Crichton, M. (Moorea, Carson & Watson), Glasgow. 


Davidson, G. F. (W. R. McDonald & Gordon), Edinburgh. 
Davidson, H. C. (McClelland, Ker & Co), Glasgow. 

De Chazal, L. С. (Mann, Judd & Co), London. . 

Dou 1, W. A. N. (Romanes & Aitchison), Edinburgh. 
Dunlop, 6 G. (McLachlan & Brown), Kilmarnock. 


Esterson, M. I. (F.D. Greenhill & Co), Glasgow. 


Ferguson, W. R. 
Forsyth, R А. 
Fraser, 
Fraser, 5 


агкет, Lawson & Stevenson); Glasgow. 
oores, Carson & Watson), London. 
Tan Macheath & Co), Inverness. 

J. (Peat, Marwick, Mitchell & Co), Glasgow. 


Geddes, J. (Paterson & Benzie), Gl nm 

Gibson, A. C. (Biggar, May & Co), Glasgow, 

Girdwood, F. (Barstow & Millar), Edinburgh. 

Grimmond, A. M. (McFarlane, Hutton & Patrick), Glasgow. 
Gurney, Т. J. (George A. Touche & Co), London. 


Harris, J, C. (Chalmers, Wade & Co), London. 

Hayward, P. McL. (Moores, Carson & Watson), London. 
Henderson, C. (Henderson & Loggie), Dundee. 

Henderson, G. S. (Dingwall, Peden & Henderson), Edinburgh. 


Hill, T. H. arr, Livingstone & Co), Glasgow. 
Horne, Т John E. Watson & Co), Glasgow. 
Huggins, W. C. (Lamb & Thomson), Glasgow. 


Hunter, J. A. (Miller, anu dete ге Пачу), Dundee. 
Hutton, A. W. (Charles Leigh, Brown & Son), Glasgow. 


* Passed with distinction. 


Kellagher, G. C. B. (Thomson McLintock & Co), London, 
Kerr, G. D. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 


Leitch, R. (Gillespie & Anderson), Glagow, 
Low, J. A. (Jas. A. Jeffrey & Co), A 


McCosh, E. H. (McClelland, Ker & Co), Glasgow. 

MacIntyre, K. I. M. (McClelland, Ker & Co), Glasgow. 

MacKenxie, D. M. (Robert F. Cameron & Forrest), 
Inverness. 

McLean, J. Е. (Chiene & Tait), Edinburg 

Millar, G. MacL. rahama, Rinul, Hay ell & Co), Glasgow. 

Millar, Ј. L. Ta CU Wo is е изве. 

Milne, J. itson & Co), Aberdeen, 

Mitchell, È cK. (Ernest Walter Brown), Edinburgh, 

Muir, T.B.C . (McNicol, Broadfoot, Parry & Со), Glasgow. 

Murray, A. J. (Adam Ker & Sangster), oo 

Murray, R. C. (Martin, Currie & Co), Edinburgh. 


Newbigsing, W. (Kidston, Goff & Harvey), Glasgow. 
Nicolson, R. W. (Henderson & Loggie), Dundee. 


O'Connor, J. J. L. (Alexander Martin & Co), ), Glasgow. 
Oliver, B. F. (Charles Leigh, Brown & Son), Glasgow. 


Pender, A. C. (Wilson, Stirling & oe Синен. 
Percival, J. С. (Davidson, Downle & McGown), Glasgow. 
Proudfoot, J. (Mackay, Irons & Co), Dundee. 


Rennie, W. McL. (Bower & Smith), Aberdeen, 
Ritchie, D. 5. (Miller, McIntyre & Gellatly), Dundee, 
Rolland, A. D. S. (French & Cowan), Glasgow. 
Ross, T. M. (John E. Watson & Co), Glasgow. 


Sellers, E S. (Boyack, Whitelaw & Aitchison), Edinburgh. 

Sleigh, C. F. (R. & E. Scott), Edinburgh. 

Snow, J. A. M. (Walker & Henderson), Edinburgh. 
Southwood, А. M. (Henderson & Li е), Cupar. 

Stevenson, G. H. (John E. Watson & Co), Glasgow. 

Stirling, R. B. (McLachlan & Brown), Glasgow. 

Stuart, J. (George Anderson), Aberdeen. 


Tasker, С. L. (Norman J. Bird & Co), Dundee. 


Welby. R. B. G. omson McLintock & Co), London. 
Whittle, J. A. (Mitchell & Smith), er c 

Wilkie, D. S. (Davidson, Downie & McGown), Glasgow. 
Williamson, R. (McIntyre & Rae), Dundee, 

Willoughby, G. (Davies, Lochhead & Co), ee 
Wright, A. L. (George Anderson), A v 
Wyhe, H. (Houston, Roberts & o), С 

Wylie, R. J. John М. Geoghegan & Co), Jinburgb. 


Young, W. R. (John M. Geoghegan & Co), Edinburgh. 


INTERMEDIATE EXAMINATION 
As a result of the examination held on December 11th and 12th, 1952, the under- 
mentioned 132 candidates qualified for the Institute’s Intermediate examination 
certificate: their names appear in alphabetical order and are followed by the 
names of the firms of the Masters to whom they were indentured (or res 


Abbor P P. (Chalmers, Wade & Co), London. 
Aitkin, ohn J. Welch & Co), Hawick. 


Aspin, J. E. (Thomson McLintock & Co), Glasgow. 


Barr, D. C. (Kidston, Goff &: Harvey 
Bauchop, W. W. (Wiliam рате 
Beattie, А. С. (А. 5. Carson & Trotter), 


"Col, Glasgow. 
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- McLaughlan, dus 
. McLaughlin, R. 


Bennie, A. (Brown, Fleming & Murray), Glasgow. · - 
Bowie, Miss M. W. 

Boyd, J. M, ae MacLeod & Macfarlan), 

Brown, G. D . (Dewar 8: Robertson), 

Brown, Miss S. G. 
Brown, H. D 


e, Caldwell Ker & oe а! 
Bruce, D. B. o i 


asgow. 
n & Dunn), Aberd | 
omson | McLintock & Co), Glasgow. 
Carvey, M. Smedley Rule & Co), London. vs 
Chalmers, M. (Craston Thomson ^ Alison „Сон, 


Chisholm, Р. 5. Ме: Geogh 
си Mis С (Thomson, ји а 0), urlay * Taylor), 
n), Edinb: 


Glasgow. 
Gowan, J: 8, no, (Greenhill ida & ‘Cla perto urgh. 
Co diu n] PM аре pees Co), London. 
E as. enry ei on een, . 
Crawford, E. 'O. (Рама Strathie & Co), Glasgow. 
Crawford, J. yllie Guild & Ballantine), lasgow. . 
Crooks, P. . M. Kesson & Co), Glasgow. 
Cunningham, G. (Wilson, Stirling & Co), Glasgow: 


Carlaw, B. D. 


Davenport, I. K. (Robert Shicklady; & E London. 
Denovan (Adam Ker & Sang 
Duthie, G. M. (Thomson Мао СЕЕ 


Farrer, J. w, MacD. (Dickson, Middleton & Co), Stirling. 
Findlay, A . (Thomson McLintock & Co), Glasgow. 
Fleming ourston, Macfarlane & Co), Glasgow. 
Forsyth. W . (G. K. Johnston & Smillie), Edinburgh. 
Foster, D. (Moores, п & Watson), ndon., . 


Gilchrist; J. (Rogerson & Goldie), Kilmarnock. 
Gould, J. rd F. (Henderson & Loggie), Cupar. 
Grimley, D „Р. ( elman, Moore & Co), Glasgow. 


Henderson, W. B. (Brodie, Buma & Anderson), Glasgow. 
Heneghan, T. (Brown, Fleming & Murray), Glasgow, 
Hyde, A. (Н e, Caldwell Ker & Hardie), Glasgow. 
Impey, J. Е. (Brown, Fleming & Murray), London: 


qha D: АЕ Murray & Co), Edinburgh. 
ohnston, | ец & Gordon), eee: 


obnston, J. A. (Arthur Walker), Edinburgh. 
christen J. К. (Chiene & Tait), Edinb 
ud N. H. (Thomson McLintock & Co), Glasgow. 


Knight, J. (Henderson & Loggie), Dundee. 


Lambie, J. J. (Mackie & Clark), Glasgow. 

Law; W. H. acharg & Son), Glasgow, 

Lawson, J. (S. Easton Simmers & Co), Glasgow. 

Leith, J. . (James Cram & Sons), Dundee. 

Leithead, DJ .H. (Wilson, Stirling & Co), Glas 

рв е, E +. Jackson, * Taylor, Abernethy & Co), London. 


x Peden & Henderson), Edinburgh. 
Lewin G bi "Mid avid Strathie & Co), Glasgow. 
Littlejohn, M. G. іс Stirling & Со), Glasgow. 
Lockhart, М. МасЕ; (Brown, Fleming & Murray), Glasgow. 
Lymburn, T. S. (Davies, Lochhead & Co), Glasgow. 

Lynn, С. (Henderson & '"Loggie); Dundee. 


McArthur, R. (Smith & Williamson), Glasgow. 

Macaulay, W. K. (Johnstone, Logie & Mi as Gt Dundee. 
McCallum, R. С: B. (McClelland, Ker & Co), Glasgow. 
Macdonald, Н. L. (А. & J. Robertson), Edinb 


Macfarlane, A (Mann, Judd, Gordon & Co), Glasgow. - 
McFarlane, S. (Wilson, Stirling & Co), Glasgow. 
MacGregor, C. C. (Nairn, Bowes 


Caig), Glasgow, 
McKendrick, J. D. (J. W. Jarvie # Со), Glas 
McKinlay, AR. (Mann, Judd, Gordo) & Co), WO 
меавад. Miss З. М. (Thomson McLintock & Со), London. 
Maclaren, A. L. (Hourston, Macfarlane & Co), Glasgow. 


(McFarlane, Hutton &: таа Glasgow. | 
:* MacLennan, G. ( 

McLay, MAE & T M Glasgow. 
. "Manktelow, P. A. R. (Milne, Gre 
Manley, K. G. (Cooper Brothers 
Маг, B 
. Maxwell; `J. J.R. 
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G. McBain & Co), Glasgow. 
ck, Whitelaw & Aitchison), Edinburgh. 

acharg & Son), Glas 

ewar & Robertson), dinbūrgh. EN 
McLuskie, W. D (McLachlan & Brown), Glasgow, Soe 
Mair, A. cios 0 Brodie & Fo: , Glasgow. 
Mair, J. 0. R. Flockhart & Cras erdeen. -. 
& Turnbull), London. 
Co), Glasgow. 
Mann, Е H. (Wilson, Stirling & Co), Glasgo 
. E. (Hourston, Macfarlane & Co), не 
. D. (Thomas Kelly & Co), Glasgow. 

я 


MLeilan, К, 5: 


Marr, W 


Millar, ‚А; an (Mitchell & Smith), Glasgow, 
Miller, T 

Mitchell, T'S S. (Paterson & Steel), Сів : 
Monachen, P. C. (Moores, Carson & Watsoni), ‘Glasgow. 
Moonie; I. McK. (Robért Taylor & Co), Edinburgh. 
Morrison, Р. F. (Brown, Sra Be Murray), London. 


Muir, D..I. eae Rintoul Bell &-Co), Glasgow. 
Muir, J. D. (David Strathie & Co), Ye Јано. ` 
Munnoch, K. B. (John М , Edinburgh. 


Munro, D. H. (Todd & Gordon), ату 
Murray, J. Т. MacL. (William D. Anderson), Edinburgh 


Nairn, К, T. (Wilson, Stirling & Co), Glasgow. 
North, M. (Greenhill, Нше & Clapperton), јави. 


Oldham, С. В. W. (Mann, Judd & Со), London. 
Oliver, J. E. (Allan, Charlesworth & Co), London. . 
Ormiston, С. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 


..Palmer, S. M: as C. Finlayson), Aberdeen. 


Paterson, А. J. 


. (Thomson, 
Peterson, R ТВ. (Jas. Henry Reid & EON Aberdeen. 


Paton, G (Stewart Gilmour) 
Picken, J. M. (Jobn Thorburn, oe & Co), Glasgow. 


Quinn, L. S. (Neil, Fullarton & Co), Glasgow: Р 


ackson, Gourlay & Taylor), 


atson Merton di Со), С 
raham, 
Rutherford, І. с: (McClelland, Ker & Со), Bee 


Sharp, D. J. (Hourston, Macfarlane & Co), ee 
Simmonds, В. B: Moares, Carson & Watson), Glas 
Sinclair, ourston, Macfarlane & Со), а pum 
Skinner, D. i TOWN, Fleming & не Glasgow. | 
Smart, J. N. (William Duncan & Co Glasgow. . i 
Soave, B. D. (Henderson & Loggie), "Dundes 

Spittal, Е. М. (Romanes & Munro), Edinbur 

Stephen, R. McG. (Gillespie & po n 
Stevenson, А. N. (Moores, Carson s Waton), ms 
Stevenson, W. N. (William Duncan & Co), G ў 
Stewart, С. А. К. (W. А. Wighton & Сонот) Bdinburgh. 


Terras, M..E. eae Gilmour), Ayr. 
Thomson, A. А. & J. Robertson), Edinburgh: 
Turnbull, ФК (А & J. Robertson), Edinburgh. 


Vincent, J. D. (Peat, Marwick, Mitchell & Со), Londos. 


Walker, W. F. (Peacock & Henry), Glasgow. n 

Watson, I. D. (Peat, Marwick, Mitchell & Co), London. 
Watt, 8. McL. (John E. Watson & Co), Glasgow. 

White, Miss C, = enderson & Loggie), Cupar. 
Williamson, W. В. 5. (Burns, Robertson & Myles), Dundee, 


Young, J. 1. (McLay, McAlister & McGibbon), Glasgow. 
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FARMERS’ INCOMES 


THER people’s incomes never fail to arouse interest. 

The Ministry of Agriculture and Fisheries have published 

number four in their farm income series, entitled Farm 
Incomes in England and Wales, 1950-51.1 This carries to 1950-51 
the story begun two years ago, when figures were first published 
in this series and covered the years 1940-41 to 1947-48. As 
before, the figures are based on the farm management survey 
which is carried out by agricultural economists at universities 
and colleges. Тће Ministry have tabulated and analysed the reports 
of these workers and the Treasury financed their work. 

The new report includes forty-three tables, all but one of 
which deal with comparative figures for 1949-50 and 1950-51 for 
an identical sample of 2,303 farms, these farms being those of 
interested farmers who have co-operated by supplying detailed 
returns. The remaining table shows a comparison. of net farm 
incomes for the years 1944-45 to 1950-51 inclusive. 

The tables supply a wealth of statistical detail about the farms 
in the sample but it is the figures of net income which will prob- 
ably be of the greatest general interest – certainly to accountants 
and to the Inland Revenue. In arriving at net income, the com- 
pilers deducted nothing for the labour of the farmer himself, or 
of his wife, but they made a full deduction for the cost of family 
labour, even where it was unpaid. Where the farmer owned bis 
farm, the rental value was nevertheless deducted. On the other 
hand the compilers made no adjustment for variations in opening 
and closing values of stocks of seeds, fertilizers, foodstuffs or 
other consumable stores, nor for the residual values of cultiva- 


tions, purchased fertilizers or farm-yard manure from purchased 


feeding stuffs. These things were excluded because of the 
difficulty of obtaining reliable figures. No doubt, for the sample 
as a whole, and therefore for the average, the relevant figures 
can reasonably be treated as constant. 

Table II, which shows the net income for different BD of 
farms in six different acreage groups, reveals some remarkable 
fluctuations, from which it is difficult to draw any general con- 
clusions beyond the fact.that farming is clearly not unprofitable.. 

"The most numerous, and probably the most typical of the 
categories of farm was the general mixed farm of from 151 to 
300 acres. There were 117 such farms in the sample and their 
average income fell from £713 in 1949-50 to £622 in 1950-51. 
Thus the picture is one of slight decline in a net income which 
was already of modest proportion. This decline is not unconnected 
with increases in agricultural wage rates and falls in subsidies. 

t H.M.S.O., 6s 6d net. 


з See The Accountant, dated February 17th, 1951, page 153, also January 19th, 
1952, page 62. 
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THE FINANCE ACT, 1952-ХХХП 
EXCESS PROFITS LEVY (CONTINUED) 


Paragraph 1 (3) (a): Deductions 
ARAGRAPH 1 (3) (2) provides for the 
P deduction of half the loss for the accounting 
period. For the significance of the fraction, 
see the treatment of paragraph 1 (2) (a) dealing 
with profits. Normally loss brings i income-tax and 
profits tax relief. 
'The provision in Section 46 (2) (proviso) in 
relation to new companies incurring heavy losses 
before 1952, will be dealt with later. 


Paragraph 1 (3) (b) (c): Deductions for Excess 
Profits Levy and Profits Tax 
Paragraph 1 (3) (5) requires the deduction of the 
excess profits levy payable for the accounting 
period, without any restriction in respect of any 
deficiency for a subsequent period which may have 
beet set off. Such an excluded deficiency is 
dealt with under paragraph 1 (2) (c) as already 
described. It is not necessary to reduce the levy 
deduction by half as the levy does not affect the 

other two taxes. 

Paragraph 4 deals with the case where the levy 
chargeable accounting period does not coincide 
with the accounting period. It is discussed below. 

Where an adjustment is made under the over- 
riding limit provisions, the amount after. the 
adjustment is taken, even though theoretically it 
includes levy for a previous period (paragraph 
I (4). Thus, in Example 18 (The Accountant, 
January roth, 1953) the liability of £1,050 would 
be the amount taken for the second chargeable 
accounting period, although it is really for the 
previous period, and £4,500 would be deducted 
for the first period in that example. The fact that 
the levy is, as a matter of administration, included 
in an assessment for a different period is disre- 
garded. 

Paragraph 1 (3) (с), which requires the deduc- 
tion of profits tax over and above the basic rate, 
was discussed last week. 

Item (4), 1: will be remembered, is ‘the net 
amount distributed for the accounting period by 
way of dividend or cash bonus to the members 
or any class of the members, of’ the company. 
Paragraph 4 (1) (2) in effect applies the profits 
tax rules for the purpose of determining whether 


a particular dividend or bonus is ‘for’ the 
period. 

‘Net’ means after deduction of any income-tax 
‘deducted therefrom’. In the case of share interest 
paid by an industrial and provident society tax is 
deemed to have been deducted at the rate in force 
at the date of payment, although, of course, it is 
paid gross, in fact. For other payments without 
deduction, e.g. a capital profits dividend, the full 
amount is deducted. Аз to adjustments where 
the company's profits are aggregated with those 
of other members of a group for profits tax 
purposes, see below. 


Paragraphs 1-(3) (e) and 5: Assets 
Distributed 
Paragraph 5 provides for the valuation of assets, 
distributed to members as such, where the assets 
fall within the classes set out in the table to 
paragraph 5. The table is. reproduced opposite: 
column 1 shows the class of asset and column 2 
shows at what amount its value із to be taken. | 


Paragraph 1 (3) (f): Restrictive Covenants 
Where money or other valuable consideration is 
given to a director or employee in consideration 
of his agreeing to restrict his activities, the 
amount is normally grossed up and included in 
his sur-tax assessment, under what is now 


‘Section 242 of the Income Tax Act, 1952, but 


subject to the exceptions in subsection (3). The 
net amount of value of such consideration is to 
be treated as a distribution of the period in which 
it was paid, even though it may be exempted 
from sur-tax by subsection (3) and even though 
the recipient is not liable to sur-tax. In other 
words, althoügh such a payment is disallowed as 
capital expenditure, it cannot be treated as 


-creating a capital asset (paragraph 1 (3) (f)). 


Paragraph 1 (3) (g): Sur-tax Company . 
Where the company have sur-tax imposed by a 
direction under Section 21 of the Finance Act, 


:1922, or Chapter III of Part X of the Income 


Tax Act, 1952, so much of it as relates to the 
accounting period is to be treated as a distribu- 
tion in that period (paragraph 1 (3) (g)). 
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TABLE 


Classes of Asset Р 

т. Assets representing expenditure in respect of which 
allowances have been made under Part I of the Income 
Tax Act, 1945, or Chapter I of Part X of the Income Тах 
Act, 1952. 

2, Assets representing Бене of the body corporate 
in respect of whic owances have been made to the 
body corporate under Part II of the Income Tax Act, 
1945, or Chapter II of Part X of the Income Тах Act, 
1952. 

3. Assets representing expenditure of the body corporate to 
which Part III of the Income Tax Act, 1945, ог ер: 
III of Part X of the Income Тах Act, 1952, applies. 

га. Patent rights on the purchase of which the body cor- 
porate has incurred capital expenditure. 


5. Assets representing scientific research expenditure of a 
capital nature incurred by the body corporate, being 
assets which, at the time of the distribution, are still in 
hse for scientific research related to the body corporate’s 
trade. 


Amount 4 
The residue of that expenditure at the time of the dis- 
tribution. 


The amount of that expenditure still unallowed as at the 
time of the distribution, 


The residue, immediately before the distribution, of the 


expenditure attributable to that asset. 


The capital expenditure remaining unallowed calculated, 
in relation to the distribution, i in accordance with sub- 
section (5) of section thirty-six of the Income Tax Act, 
1945, or subsection (5) of section three hundred and 
seventeen of the Income 'T'ax Act, 1952. 

The seid capital expenditure, less the allowances granted 
or to be granted to the body corporate in respect thereof 
under section twenty-eight of the Finance Act, 1944, or 
section three hundred and thirty-six of the Income Tax 
Act, 1952. 


In the above table, expressions used in describing, or in relation to, the five classes of assets shall be construed as if 


they occurred, respectively, in Part I of the Income Тах Act, 1945, Part 11 of that Act, Part III of that Act, Part У of 
that Act and Part IV of the Finance Act, 1 or, as the case may be, in Chapter I, Chapter II, Chapter III or Chapter У 
of Part X of, or in Part XI of, the Income Тах Act, 1952, except that the reference to allowances under Part II of the 
Income Tax "Act, 1945, shall be construed ds including references to deductions under Rule 6 of the Rules applicable to 


Cases I and II of Schedule D; and the residue, immediately before the distribution, of the expenditure attributable to 
an asset of the third class shall be calculated as if the distribution were a sale thereof. — ' 





Paragraph 3: Intra-group Distributions 
Where the company is a member of a profits tax 
group and election for aggregation has been made 
for profits tax purposes, Section 38 (1) of the 
Finance Act, 1947, provides, broadly speaking, 
that intra-group distributions are to be dis- 
regarded while all other distributions are to be 
deemed to be distributions made by the principal 
company. Paragraph 3 of the Tenth Schedule 
makes it clear that Section 38 (1) is not to apply 
for the purpose of paragraph 1 (3) (d) (dividends 
and cash bonus) or paragraph 1 6) (d) (assets 
distributed in kind). 

Apportionment of Periods 
As stated, the Tenth Schedule deals with a single 
accounting period. It provides, inter alia, for 
adjustments for profits tax and excess profits levy 
for that period. Where the accounting period 
also constitutes a chargeable accounting -period 
for both those taxes, or wholly includes such a 
chargeable accounting period, no apportionment 
arises. Where a chargeable accounting period 
falls only partly within the period dealt with 
under the Tenth Schedule, it is necessary to 
apportion to the latter period the appropriate 
portion of the liability, the deficiency, and the 
dividend and cash bonus distributions ‘for’ the 
chargeable accounting period. Paragraph 4 (3) 
provides for apportionment on a time basis unless 


the Inland Revenue, having regard to any special 
circumstances in their discretion, otherwise direct. 

The Tenth Schedule does not expressly deal 
with the computation of under- or over-distribu- 
tion for a period other than an accounting period. 
Such a computation may nevertheless be neces- 
sary. For instance, where the relevant date falls 
within an accounting period, it will be necessary 
to make a computation for a period from that 
relevant date to the beginning of the next 
accounting period. 

This problem is dealt with by Section 46 (2), 
under which a Tenth Schedule computation is to 
be made for the whole accounting period and 
the resulting figure is to be apportioned ‘as 
appears necessary’. Again the apportionment is 
to be on a time basis subject to a like discretion 


of the Inland Revenue; but they are not to direct ` 


a non-time basis apportionment if the time basis 
has been applied to the computation of profit 
under Section 45 (Section 46 (3)). 

Section 46 (2): Exclusion of Early Losses 
After the Finance Bill was drafted a concession 
was introduced in favour of new companies. The 
Solicitor-General said that it would be unfair to 
diminish the standard of a new company where 
its resources in 1952 were less than its original 
capital, simply because of its losses. in the 
development period. (To be continued.) 


172 


THE ACCOUNTANT 


February 14th, 1953 


TOWARDS A CODE OF COMMERCIAL ETHICS 


~NEW TASK OF THE MONOPOLIES COMMISSION 
- by A. Н. BOULTON, LL.B., A.C.LS. 


N July 23rd last year, just before it rose 
for the summer recess, the House of 
Commons debated the work of the 
Monopolies Commission. The debate aroused 
little comment in the daily Press, which is a 
pity, not only because it was a good debate, but 
also because in it the President of the Boatd of 
Trade made an announcement which was of 
considerable importance to trade and industry. 
There is manifest inequity in a method of 
procedure which forbids in one industry practices 
which, being fully legal according to the law of 
the land, continue permissible in other industries, 
and may remain so for years, for no better reason 
than that the Commission has not had time to 
examine those other industries. 
Recognizing this inequity the President of the 
, Board of Trade pointed out that it was within the 
powers of the Commission, upon his reference, 
not only to examine an industry in which there 
appeared to exist a monopoly situation as defined 


by the statute, but, under Section 15 any trade : 


practice which might appear to be contrary to 
.the public interest. 


| у The New Reference 

He has now made such a reference. A full an- 
nouncement іп the Board of Trade Journal for 
December 27th, 1952, sets out the-detail of the 
new reference, and is of particular interest in 
view of the findings of the Commission in respect 
of the industries which have so far been the 
subject of reports. 

- Those industries were concerned respectively 
with the manufacture and distribution of dental 
goods, rain-water goods, electric lamps and 
electric cable, in each of which fields of manu- 
facture a powerful trade association has operated. 
It is fair to record that, in general terms, the 
Commission did not represent that any very 
serious abuse of monopoly or near-monopoly 
powers was taking place at the present time, and 
admitted that the associations in question used 
their powers moderately and with a due sense 
of responsibility. 

At the same time there was a certain similarity 
in the findings, which similarity finds expression 
in the new reference, the practices which are 
‘how to be examined against the background of 
‘trade as a whole, being those which, in -the 


industries reported upon, the Commission had 
found itself compelled to criticize. It is obvious 
therefore, that although one must not prejudge 
the results of an inquiry not yet begun, there is a 
considerable likelihood of their being forbidden 
not only in the industries examined, but in the 
wider context of business generally. If this 
happens, we shall see emerging the first linea- 
ments of a code of commercial ethics, a set of 
trading regulations setting limits on the freedom 
of association permitted by the common law. 


The Suspect Practices 

What are these practices? To reproduce the 
text of the definitions would take too much space 
for inclusion here, and the reader is referred to 
the journal, which, however, goes some way to 
penetrate the departmental jargon by giving the 
following ‘examples’: 

Arrangements between a number of traders by 

virtue of which:’ 

(a) Suppliers of goods confine the offer of supplies, 
or of ‘trade terms’ or wholesale terms or other 
favourable prices or rates of discount or rebate, 
to particular classes of persons, whether such 
persons are described in general terms or listed 
by name; 

(b) suppliers of goods withhold supplies, or trade 
terms or wholesale terms or other favourable 
prices or rates of discount or rebate, from 
particular classes of person, or from persons 
named in a ‘black list’, ‘stop list’ or other list; 

(c) purchasers discriminate in similar ways in 
favour of, or against, certain suppliers or classes 
of supplier when placing their orders (including 
cases where suppliers and purchasers arrange 
to discriminate mutually in each other’s favour); 

(d) rebates are paid or received by reference to the 
aggregate of purchases from a number of 
suppliers. 

It is manifest that these descriptions are broad 
enough.to include many practices which have 
never been questioned in commerce, and are by 
no means limited to the ‘exclusive dealing’ and 
‘collective boycott’ which the Commission has 
so far criticized. Thus the first would include all 
graduated scales of discount to different classes 
of customers agreed between a group of manu- 
facturers, or even the adoption of different rates 
of discount for the wholesale and retail trades. It 
is therefore likely that in its report the Com- 
mission will draw the definitions tighter, and 
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limit any condemnation to narrower. categories. 

It is interesting to notice that the scope of the 
inquiry is limited to agreements between traders 
to carry out certain practices, and does not 
extend to the same practices when observed by 
a single undertaking without any such agreement. 


Although this is probably inevitable because of 


‘the’ inherent difficulty of investigating the 
` practices used internally within an organization, 


it is not very logical because there are some 
industries in which a single company controls 
so large a proportion of the available business as 
to come easily within the statutory definition of 
the monopoly situation. 


Protecting the Group 
Looking at the matter broadly, however, one 
simple fact emerges. The practices which are 


.now brought under review, and by inference 
'made suspect, are precisely those by which 


groups of manufacturers who have agreed to 
observe common prices and conditions of sale, 
commonly protect themselves against price 
competition from those who are outside their 
number. If, therefore, the practices are disturbed, 
the effect must be to modify the pattern of 
industry and to change the relations existing 
between those associated manufacturers. 'This 
may be a good thing. But it is to be hoped that 
the matter will be seen whole, and not merely 
from the limited point of view of the individual 
transaction or the individual trader. 

For example, resale price maintenance is a 
feature of British commerce, and it has been 
estimated that more than 30 per cent of consumer 
goods are price-maintained. It is not easy to see 
how price maintenance can be enforced without 
the effective sanction of the ‘stop list’ because, 
though the observance of standard prices may 
be laid down in conditions of sale, enforcement 
is hampered firstly by the difficulty of establishing 
privity of contract between the manufacturer 
and the price-cutter and secondly by the virtual 
impossibility of proving damage. 

They include also the practices by which the 
smaller and less powerful association members 
are protected against their more powerful 
associates. The ‘group rebate’, by which the 
trader receives a rebate graded by reference to 
his purchases from all the members of the group, 
could not, as the Commission suggested in the 
lamp report, be abolished in favour of an indi- 
vidual rebate system based on purchases from 
each manufacturer without giving to the larger 
and better known manufacturers an advantage 
in competition with their associates. 
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Competition and Co-operation 
It may be the deliberate intention of the admin- 


istration to weaken the trade associations. It can 


of course be argued with some justification that 
any association or practice which prevents the 
reduction of prices to the consumer is against 
the public interest. 

It is important, however, that so far as possible 
all the consequences of any action should be 
considered, and if hasty action against the 
practices described should destroy the pattern 
of trade association which has become integral 
to the organization of British industry, the more _ 
distant possibilities should not be overlooked. 
Of course, the trade association has sometimes 
been established to protect narrow interests, and . 
has been guilty of oppressive actions. But since 
the days of the medieval guild it has played its 
part in the economic pattern of the country. 

If freedom to compete is inherent in our view 
of what is right and proper in economic life it 
is difficult to exclude the cognate freedom to 
agree not to compete, or to limit competition to 
certain defined fields. 

We must be awake to the possibility that hasty - 
action, designed to break practices which ад- 
mittedly prevent or limit free competition, may, 
in the long run, hamper the spirit of co-operation 
between manufacturers upon which the progress 
of economic development | can also sometimes 
depend. 


The Code and the Ideal 

А code of ethics involves an ideal, and will be 
enforceable only if that ideal 15 respected – 
though not always hitherto observed — by those 
upon whom the code is to be imposed. What is 
our ideal picture of industry and commerce? 
Actions taken against monopolies in various 
countries sometimes seem to be based upon the 
belief that the ideal is one of unregulated com- 
petition in which each man’s hand is against his 
brother’s. May it be that this is an outmoded 
picture? We cannot reproduce the conditions of 
the nineteenth century, in which background 
such competition might have been healthy. It 
may be that now we need a new vision. And it is 
salutary to remember that viewed in the per- 
spective of history, interference by government 
with trade and commerce has often been misin- 
formed, unimaginative, clumsy and bigoted. A 
hundred years hence it may be as amusing to 
read Hansard for 1952 as it is today to read in 
Hansard of the 1850s the things that were being said 
about joint stock legislation, then struggling to the 
statute book. Unfortunately, we shall not know. 
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THE CONTROL OF STERLING | 
 NON-RESIDENT AND BLOCKED ACCOUNTS 


by G. F. 


of the exchange control regulations as far as 

dealings in foreign currencies are concerned, 
but some confusion still seems to arise when 
sterling itself is involved. It often becomes 
necessary to obtain permission from the Bank of 
‘England to pay in a simple credit to a sterling 
banking account, or to effect a transfer between 
two accounts which are maintained in-the United 
Kingdom, possibly even with the same bank, and 
a short consideration of the manner in which 
sterling is controlled may help to clarify the 
position. 

-The control of exchange arose in 1939 with the 
introduction of the Defence (Finance) Regulations 
and those countries whose currencies were linked 
with the pound sterling were formed into a bloc 
known as the sterling area, with the United 
· Kingdom as its centre. The object was to allow, 
in general, the free transferability of sterling 


ЈЕ is not difficult to appreciate the operation 


-between the countries within that area but to. 


exercise control over transactions involving 
countries outside it. 

An adverse trade balance after the war meant 
the continuation of controls and the convertibility 
crisis of 1947 culminated in the passing of the 
Exchange Control Act, which codified and 
replaced the Defence (F inance) Regulations. 
Under that Act the countries comprising the 
sterling area became officially known as the 
scheduled territories, although the old name is 
still widely used. 

The scheduled: territories comprise at present 
the British Commonwealth (except Canada), the 
Irish Republic, British Trust Territories, British 
Protectorates and Protected States, Burma, 
Iceland, Iraq, Jordan and Libya; but itis, of course, 
possible for changes to take place at any time. 

In order that the controls may operate, sterling 

` is ‘canalized’ and if the position is to be made clear 
it is essential that the fundamentals of designation 
should be thoroughly understood. 


.. Nationality not the Deciding Factor 

Broadly speaking, all sterling accounts are 
designated as either resident or non-resident, and 
the significance of these titles must not be 
overlooked. Far too often the erroneous impression 
is held that accounts are designated according to 


BRYEN 


the account-holder’s nationality. This is not so. 


‘It is true that nationality may have a certain 


bearing in a particular case, but the essential point 
to remember is that sterling accounts are desig- 
nated according to the country of permanent 
residence of the account-holder. Those held by 
persons who are permanently resident within 
the scheduled territories. are obviously termed 
resident accounts, and provided that there is no 
desire to transfer funds from these accounts to 
persons resident outside the scheduled territories 
the account-holders are not normally affected by 
the exchange control regulations. In fact, most 
resident account-holders are probably quite 
unaware that their accounts are designated in 
any way whatever. 

In the non-resident-account group, however, 
the designation of individual accounts becomes 
of vital importance. Аз these accounts apply to 
persons who are resident outside the scheduled 
territories they must also indicate a particular 
country. Thus, as an example, we see that the 
sterling account of a person who is permanently 
resident in the U.S.A. is norinally designated’ 
American account. This designation, as we have 
seen, applies even though the account-holder 
may not be an American national. At this stage 
it is also important to note that the residential 
status given to a person for the purpose of 
designating his account applies only for exchange 
control purposes, and it is quite possible for a 
person holding a non-resident account to be 
regarded as a resident of the United ар 
for, say, income-tax purposes. 


Non-resident Account: Availability of Funds 


Directions governing the conduct of the various 
types of non-resident account are issued by the 
Bank of England and the instructions usually 
follow a similar pattern. Generally speaking, 
funds held on a non-resident account are 
available: 
(а) for transfer, without formality, to the account- 
holder’s country of residence; 
(b) for making payments within the scheduled 
° — territories, including payment for exports from 
the scheduled territories to the account- holder’s 
country of residence; 
(c) for making transfers to accounts of a similar 
designation. 
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Thus, funds held on a Swiss account are 
available for transfer to Switzerland, for making 
payments within the scheduled territories, to pay 
for exports from the -scheduled territories to 
Switzerland, and for transfer to other Swiss 
accounts. A transfer from a Swiss account, to, say, 
a French account, however, would require the 
permission of the Bank of England even though 
both are in the non-resident account group. 

Some variations giving greater or less freedom 
regarding operations on certain non-resident 
accounts sometimes apply, of course, but these 
variations are clearly defined in the directions 
given by the Bank of England. 


Blocked Accounts 
The control of sterling balances presupposes the 
fact that the Bank of England have power to 
restrict or block certain accounts and two sections 
of the Exchange Control Act of 1947 are particu- 
larly important in this respect. The Bank may 
direct that certain funds are to be placed on a 
blocked sterling account, and it is essential to 
note that this title applies only to balances which 
are blocked under Section 32 of the Act. This 
section affects only those balances which are 
owned by non-residents and which the Bank of 
England are not prepared to release for transfer 
to the account-holder’s own country of residence. 

If, for example, a non-resident becomes a 
beneficiary under the will of a United Kingdom 
resident, the Bank of England may find it necessary 
to block all or part of the funds, and if that were 
so they would be directed to a blocked sterling 
account under Section 32 of the Act. 

No interest may be allowed on a blocked 
sterling account, but the funds need not necessarily 
remain idle. A general authority exists at present 
which enables blocked funds to be invested in 
approved securities, and in general this means 
securities which have no foreign currency option 
and which do not mature earlier than ten years 
from the date of purchase. Any income from 
these investments is normally available for credit 
to a non-resident account in the holder’s name, 
and is therefore available for transfer to him in 
his own country at any time. 

It should be borne in mind, however, that, 
apart from approved investments, funds on a 
blocked sterling account may not be used for any 
purpose without the permission of the Bank of 
England. 


Restrictions under Section 40, 
Exchange Control Act, 1947 


Where a person who is regarded as a United 
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Kingdom resident leaves the scheduled territories, 
the Bank has power under Section 40 of the Act 
to place restrictions on his United Kingdom 
assets, but great care must be taken never to refer 
to an account restricted in this way as a ‘blocked’ 
account. The significant point is that funds which 
are restricted under this section may not be 
dealt with in any way whatever, not even for long- 
term investment, without permission from the 
Bank. Funds dealt with under the two sections of 
the Act should therefore never be confused. 

In general, the Bank of England will, upon 
application, allow funds restricted under Section 
40 to be invested in the same way as blocked 
sterling funds, and the income will be available 
for transfer as before. T'he important factor is 
that permission to make the investment must 


first be obtained. 


Securities Purchased with Blocked Funds 
One further point may be covered, and that is 
to explain a method by which the holder of 
securities purchased with blocked or restricted 
funds can obtain a part, at least, of his capital. 
Assume, for example, that a Canadian resident 
holds securities in this manner.-The Bank of 
England will normally have no objection to their 
being transferred to another Canadian resident 
provided that they are held in the same 
manner, and the holder may therefore sell them 
to a fellow resident аша payment in Canadian 
dollars. 

It must be Ране Е however, that the 
purchaser will be taking over blocked or restricted 
funds as a long-term investment and would 
naturally only be willing to buy at a discount.” 
Persons wishing to obtain capital by this method 
must therefore be prepared to do so at the expense 
of a certain degree of capital loss. 


Removal of Restrictions 

It is, of course, possible that a person holding 
blocked or restricted funds may take up or 
resume permanent residence within the scheduled 
territories. He may then apply to be reclassified 
as a resident when, subject to certain safeguards, 
his account would be released from restrictions 
and could be conducted on normal resident lines. 
He would normally be compelled, however, to 
comply with a resident's obligations under the 
Exchange Control Act, which are, briefly, to 
offer for sale to the Control any gold or specified 
foreign currencies which he may have or acquire, 
and to deal with securities as directed by the 
Bank of Јаши 
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INVESTIGATIONS-III 


BUSINESS REORGANIZATION 


by ANGUS MACBEATH, C.A., A.C.W.A. 


The first article in this series dealt with general considerations which may arise 

in all types of investigations; the second article considered the procedure adopted 

in carrying through the valuations of businesses. The present article proceeds to 

the examination of the type of investigation where a report is required on the re- 

organization of a business from the point of view either of personnel or of capital 
i structure. 


NVESTIGATIONS carried through for the 
purposes of financial reorganization fall into 
two distinct classes. 


Personnel 
First there is the investigation into the affairs 
of limited liability companies or other large firms 
with a view to the reorganization of departmental 
working or of other parts of the administration. 
This work is usually called for when the affairs 
of the company or firm have reached such a pass 
that there is immediate need to discard any flotsam 
or jetsam to ensure continued activity on an 
economic basis. 


Capital Structure 

The second class is the investigation into the 
reorganization of the capital structure of a 
limited liability company. The need for this 
examination may arise where a company has 
issued a number of prior ranking stocks or 
shares with differing rights and wishes to tidy 
its balance sheet; where a company is contem- 
plating bringing its issued capital more into line 
with its net asset position by issuing pari-passu 
shares free to its equity shareholders and wishes 
to reorganize its whole shareholdings at the same 
time; or where the need to obtain more capital for 
carrying on the business has created the need for 
a professional examination of the capital structure. 


| The Auditors 
It is not the normal function of auditors to 
examine the organization of a company other than 
from a broad financial point of view in relation to 
the audit work; the running of the affairs of the 
company is the concern of the directors. 

Probably all auditors, however, if they had 
cause during their audit to consider that one or 
more departments was or were operating ineffic- 
iently would draw the attention of the directors 
to the fact. This is a matter upon which con- 
siderable tact and diplomacy requires to be 
observed as there are directors who take unkindly 


any suggestions on efficiency in their departments 
given to them, without request, by the auditors. 

Where the auditors are invited to report on 
the business as a whole or on a department, the 
work is simplified for them by their existing 
knowledge of the business. The work may 
therefore take a shorter time than would be taken 
by an outside firm of accountants. 

The work done by the auditors, or by an outside 
firm, would tend to follow similar lines and 
consequently it is proposed to devote the remarks 
which follow to the procedure which might be 
adopted by an outside firm. Naturally enough, 
different accountants will have different methods 
both of carrying through this type of investigation 
and of reporting on it. 


Procedure 


Let us assume then that we have been called in 
to examine and report on the reorganization of 
the administration of a public limited liability 
company. 

We receive a letter setting forth our instructions 
which will probably take the form of a minute 
of the board of directors. 

We then plan in broad outline the procedure 
which is to be followed. This planning may 
consist of drafting the main headings of the 
report which will be made — a drafting which will 
be dictated, first by the general practice of the 
firm reporting and, ultimately, by the special 
points which arise during the investigation itself. 

The extraction and compilation of routine 
information such as the history of the company; 
the structure of the share capital; special points 
in the memorandum and articles of association; 
list of the directors and leading officials with their 
ages, years of service, remuneration and service 
agreements; the dividend record, and details of 
the balance sheet and trading and profit and loss 
account items will usually be delegated to a 
senior member of the staff, probably a chartered 
accountant, who will attend at the offices of the 
company with the staff judged to be necessary. 
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While this work is proceeding the partner in 
charge of the investigation will visit the com- 
pany’s offices from time to time and will have 
interviews with directors, senior officials and any 
other members of the staff whom he judges will be 
able to assist him in ascertaining the methods by 
which the company is administered. 

These interviews may take the form of an 
interrogation of each individual, not in the deep 
sense of a police interrogation but rather in the 
broad sense of one who seeks information. A 
shorthand-typist should be present to record the 
questions and answers verbatim so that they may 
be reviewed and compared by the partner after 
the interviews are over. 

The questions put at the interviews would be 
designed to obtain a clear view of the operations 
of each department and of its administration. 

All persons engaged on the investigation should 
make a tour of the company’s factory, or works, 
and of all departments. It is desirable that 
those engaged on the work should be aware of 
the nature of the operations behind the entries in 
the records which they are examining. 


Drafting the Report 


Eventually the information obtained will be 
drafted into report form in sections. The headings 
under which the report may be skeletoned, the 
information extracted and the conclusions reached 
may take the following order: 
I. Instructions and procedure adopted. 
II. History of the company. 
ІП. Present position; capital; special points in 
memorandum and articles of association. 
IV. The directorate and other senior officials. : 
V. The departments and how organized. 
VI. Special features of the type of business. 
VII. Weaknesses or deficiencies in the existing 
administration. 
VIII. Conclusions and recommendations. 
It may be wondered why some of those items 
appear in a reorganization report at all. One 


might consider that it would be sufficient merely . 


to state the existing position and then to add 
the alterations recommended. 

The above report form is designed with three 
objects: first, to build up a picture of the business 
to make apparent the causes of the existing position 
and, secondly, to state the existing position so 
that the reader of the report obtains a clear lead 
to the section which exposes the weaknesses of 
that position. | 

Having given the company’s administrative 
background, sketched the existing position, and 
exposed the weaknesses, the third object is 
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reached; that is, to give the recommendations for 
improvement. These recommendations, having 
been carefully approached in this manner are 
the more forcible and acceptable to the reader. 


Completion 

The concluding stage is now reached. The routine 
sections of the report together with that on the 
running of the departments are in draft and the 
partner must now set out his conclusions from 
the evidence and submit his recommendations. 
This latter part of the report is purely personal 
to the investigating accountant and the quality 
of the recommendations is the measure of his 
skill and knowledge. 

That, in outline, is the method which may be 
adopted in carrying through an investigation for 
reorganization purposes. А 


Detailed Work | 
Examining now the work in detail we will find the 
senior accountant in charge extracting information 


' which will often be similar to that gathered 


during a valuation investigation though it will 
be obtained with the different object in view. 

We start with the history of the business which 
will trace the formation and growth of the 
company and any factors leading to that growth; 
for example, new inventions, new methods, 
public demand, energetic advertising, capable 
managership, colonial development; the direc- 
torate from the beginning, or if the company is 
old-established, some notable features in the 
directorate and details of the directors at the 
time of the report and of the special duties or 
aspect of the company’s business with which 
they deal. The growth in share capital will be 
detailed with notes of the dates and amounts 
of any alterations. 

Next we move on to the departments. Here it is 
essential to have the accounts results broken 
down во that the investigator has available to 
hirn in making his report the results achieved by 
each department. Normally all medium and large 
companies will have adequate information in 
this matter and tlie investigator is armed there- 
fore with accounting data to lead him in his 
search for the weak links in the organization. 


Peculiarities of Industry 
Every industry has its own peculiarities and these 
require to be kept in view in making any sugges- 
tions for reorganization. The report, therefore, 
may devote a section to detailing the matters 
which strike the investigating accountant as being 
so individual to the company that special con- 
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sideration must be given to them. Such matters 
may include the location of the factory; the type 
and availability of labour; the suitability of 
accounting machines to the business carried on. 

The section which follows will bring out the 
points where the accountant has discerned weak- 
ness in the administration. It sometimes happens, 
for instance, that the accountant is obliged to 
direct attention to weakness which he considers 
to-be due to the continued employment of an 
official who has been long with the company but 
who has either been unable to, keep abreast. of 
modern developments or who has lost his 
former ‘drive’. 


· The Conclusions and Recommendations 
The conclusions and recommendations, . as- has 
already been observed, are purely personal to 
the accountant; they may, however, be quite 
brief; in fact, if the report has been well prepared 
the conclusions may almost point themselves. 
They will form a summing-up of the results 
obtained from the examinations conducted into the 
running of the business, and should draw attention 
to the weaknesses set out in the previous section. 

The recommendations will. give the account- 
ant's view of the remedies which the company 
could adopt to correct the weaknesses. He may 
recommend changes of officials, and may suggest 
changes in the directorate itself. "This is the most 
difficult and most important part of the report. 
If it is adopted by the company, its success 
may enhance the reputation of the accountant 
and its failure be to his future detriment. 


Capital Structure Investigation 
Turning now to a reorganization of the capital 
structure of a company the report may be 
skeletoned in the following fashion: 

' І. Instructions and procedure. 

П. History of the company. 
III. Type of business and Spec financial needs. 
- IV. Fixed assets. 
. V. Working capital. 
VI. Weakness of présent capital structure. 

VII. Conclusions and recommendations. 

'The first two sections would follow the same 
lines as in the report on personnel, except that the 
history would be limited to the growth of business 
and the increasing capital needs; changes in the 
capital structure would be detailed. 

Section III would deal with the peculiarities 
of the business from a financial point of view; 
for example, a business selling to farmers would 
expect to require its maximum working capital 
during the summer months before the farmers 
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paid their accounts on reaping the harvest, 
whereas a business which manufactured over- 
coats might expect its main sales in the autumn. 


Assets and Working Capital 
The fixed asset needs should be reasonably static, 
at least in quantity, and those needs can be gauged 
from the annual balance sheet and would be 
analysed in Section IV of the report. 

In dealing with the working capital require- 
ments the real crux of the investigation is met. 
'The accountant must examine the records of the 
company and assess the maximum requirement 
in working capital which is likely to arise at any 
one time.- 

The book-keeping records should give the 
picture for the past: the picture required being 
the maximum amount by which the stock and 
debtors exceed in total the amount of current 
liabilities, which will probably be mainly com- 
posed of trade creditor balances. 

The net figure obtained would be adjusted for 


any anticipated changes in the foreseeable future 


and there would be added the minimum sum 
which was considered to be necessary to retain 


: in ready money at any time. The total thus arrived 


at would comprise the necessary working capital. 


Weaknesses and Recommendations 

We now move on to consider the existing 
structure and here the accountant would draw 
attention to any weaknesses in the capital 
composition, such as in the relationship of 
debentures to the total issued capital, in the terms 
of participating preference shares, in the relative 
sizes of priority and equity capital, in the excessive 
amount of loan capital, and in the reliance made 
on borrowing from banks. 

Finally there are the conclusions and recom- 
mendations. Here the accountant would give his 
views on the existing position and the remedies 
which he felt would assist in correcting the 
situation. This part of the report will depend 
very much on the nature of the instructions 
received. The accountant may consider it 
advisable to recommend the revaluation of the 
company's fixed assets to current values; the 
variation in: rights of existing capital with 
suitable recompense; the issue of new shares at 
a premium; the amalgamation of classes of capital; 
the capitalization of reserves and undistributed. 
profit and the issue of pari-passu shares to 
existing shareholders; the paying off of loan 
capital and/or debentures; or any variation or 
combination: of those suggestions. 

(To be continued.) 
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WEEKLY NOTES 


New Member of the Council of the 
Institute 
In the report, elsewhere in this issue, of the Institute's 
Council meeting held on February 4th, it is recorded 
that Mr W. W. Fea, B.A., A.C.A., has been elected to 
the Council of the Institute. 

Mr Fea, who was admitted an Associate of the 
Institute in 1931, is chief accountant of Guest, Keen 
& Nettlefolds Ltd. A member of the Taxation and 
Research Committee of the Institute since 1945, 
Mr Fea was vice-chairman of the Committee in 
1950-51 and chairman in 1951-52. At the Institute's 
Summer Course at Christ Church, Oxford, in 1949, 
he submitted a paper entitled “The presentation of 
accounting statements for management', which was 
reproduced in our issues of August 27th and Sep- 
tember 3rd, 1949. 

We offer our congratulations to-Mr Fea. 


Control of Capital and Credit 

The Chancellor of the Exchequer has had to modify 
the instructions to the Capital Issues Committee 
which he issued in December 1951, and which we 
discussed in a leading article in our issue of the 15th 
of that month. The reason for the change is to be 
found in the White Paper! containing the final com- 
muniqué of the Commonwealth Economic Confer 
ence issued on December 11th, 1952.2 

Paragraph g of the White Paper stresses the 
importance of expanding production in the Common- 
wealth and records the agreement of the Conference 


| that in the sterling area countries, development 


should be concentrated on projects which directly 
or indirectly contribute to the improvement of ‘the 
area’s balance of payments with the rest of the world. 
Paragraph ro stresses the need for savings in this 
context and the consequent need for the respective 
governments to adopt policies which increase savings. 
Paragraph 11 recites the determination of the United 
Kingdom Government to maintain and increase the 
flow of capital from London for sound development 
throughout the Commonwealth. According to para- 
graph 12 it has undertaken to make a special effort 


. to provide additional capital by financing schemes 


in other Commonwealth countries which will help 
the sterling area’s balance of payments. The Con- 
ference recorded, in paragraph 13, its welcome of a 
proposal by a group of important concerns in the 
United Kingdom to form a company to further 
development in other countries in the Common- 
wealth and Colonial Empire. 

Following on the communiqué, the Chancellor 
announced in the House of Commons last week that 
he had sent a further letter to Lord Kennet, chairman 
of the Capital Issues Committee, enclosing para- 


; graphs 9-13 inclusive and asking the Committee to 
' t Cmd. 8717. H.M.S.O. 4d net. 





"See The Accountant, December, 2oth, 1952, at page 740. 


consider the list of criteria in his letter of December 
14th, 1951, ав being extended to take full account of 
the Government's new undertakings recorded in 
those paragraphs. This change is perhaps not with- 
out significance in relation to the future application 
of Section 468 of the Income Tax Act, 1952. 


Historic Houses | 

The problem of preserving historic houses was the 

subject of a debate in the House of Commons on 
February 6th, when Mr Arthur Colegate moved 

‘That this House urges the Government to intro- 

duce legislation at the earliest practicable date to give 
effect to the objectives of the Gowers Report’, 

which motion was carried. 

We discussed this report in our issue of July 8th, 
1950, in a leading article entitled ‘Not so many 
mansions’. 

So far, little progress has been made in the imple- 
mentation of the report beyond a minor estate duty 
concession granted by Section 33 of the Finance Act, 
1951, which, broadly speaking, exempts maintenance 
funds given to the National Trust or to certain other 
public bodies for the upkeep of land already vested 
in the Trust etc., or for the upkeep of objects on the 
land. This concession is, of course, useless where, as 
in many cases, the owner of a historic house does not 
possess funds for maintenance. 

During the debate the Minister of Works announced 
that the Chancellor was prepared to allow £250,000 
a year to be devoted to the upkeep of selected historic 
houses, whether by direct grant or by taxation con- 
cessions. He said that the maintenance of ‘Chequers’ 
costs about £4,000 a year and he thought the average 
cost per house would be some £2,500, plus possibly 
£2,500 for accrued repairs. Consequently, the sum 
now proposed would probably not suffice for more 
than 50 to roo houses, naturally the best ones, in 
place of the 2,000 envisaged by the Gowers Report. 
To adopt the report entirely would cost {10 million 
a year. The Chancellor of the Exchequer is to allocate 
some money from the Land Fund for the outright 
purchase of historic houses, but the problem was 
whether to buy first-class ones, which would in 
any case qualify for part of the £250,000, or to buy 
less meritorious houses which were threatened with 
demolition, the upkeep of which would then beccme 
а сћагре on the f250,0co. The grant would beadminis- 
tered by the Ministry of Works, with a voluntary 
Historic Buildings Council acting in a purely advisory 
capacity. The necessary Bill will be published later’ 
At the same time, the Minister announced a further 
estate duty concession, to be included in the next 


, Finance Bill, in something like the following words: 


"The Commissioners of Inland Revenue may 
accept, in satisfaction or part satisfaction of any 
estate duty or settlement estate duty, any objects 
which are or have been ordinarily kept in any build- 
ing...in any case where it appears to the Treasury 
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desirable for the objects to remain associated with 
the building.’ 


Thus the ownership of the objects will pass to the. 


Crown, but they themselves will remain in the house 
and the former owner will be discharged of estate 
duty to the extent of their value. 


| New Issues in January 

During January, £23 million: ог fresh capital was 
raised on the London new issue market. It is suffi- 
cient indication of the need to comment on this fact 
if one puts the corresponding figure for January 
1952 alongside it — namely, £9 million. 

About two-thirds of this total for last month was 
raised by Government and Government-sponsored 
- authorities and the remainder by industry. Of the 
£6°8 million raised under this latter heading £3-4 
million was for.loan capital. 

: The greatly increased activity in the market last 
month was due to two factors – the continued firm- 
ness of the pound which has affected the stock 
markets favourably (including gilt-edged) and the 
opportunity this atmosphere has provided for letting 
some of the long queue of potential applicants for 
new money make an issue. There is every indication 
that the market is still being carefully nursed by the 
authorities, for the terms of issue are attractive 
and in the case of loan capital, the dates are being 
kept short. It is encouraging that so far the market 
seems to be able to cope with these new issues with- 
out showing signs of indigestion. So far as the 
industrial issues are concerned it has been noticeable 
that much of the money has been required for fixed 
assets rather than for working capital. 

It will be some little time before it is possible to 
say how far the recent buoyancy of the markets, 
which has provided the favourable flotation condi- 
: tions, has been due to the attraction of funds to 
London because of the firm pound sterling and will 
continue to be an attraction; and how far institutional 
investors and others are at last in a position to 
canalize a larger flow 'of savings into the capital 
market. 

Е Accounts and Statistics 
In the course of a recent lecture to the Association of 
Incorporated Statisticians on “The statistical function 
in a distributive organization’, Mr N. C. Turner, F.L.A., 
stressed the need of management for a system of 
continuous inquiry into the efficiericy, or the cost, of 
each of the various processes of buying and selling. 
Much of the statistical measurement of perform- 
ance must, for this purpose, be in units of cost and it 
was, he thought, desirable that this data should be 
derived from the same source as the information used 
for the production of the financial accounts. To 
ensure the complete integration of the two, it might 
be necessary to alter existing accountancy methods 
.80 as to- provide the maximum of useful information 
for management through the medium of the statis- 
tician. The principle, Mr Turner said, must be that 
each separate heading in the trading account should 
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reflect a complete section of the work of distribution 
and that it should be capable of further dissection for 
purposes of analysis and comparison. 

'This idea of projecting two sets of accounts, 
financial and statistical, from the same basic records, - 
resembles in some respects the plan for a standard. 
ized system of national accounts sponsored by the 
Organization for European Economic Co-operation 
and commented on in a weekly note in this journal 
two weeks ago. In this instance, the country’s 
financial accounts were divided into the three 
sections of the national economy represented by 
business and commerce, by general government, and 
by private households and private non-profit-making 
institutions, and were supplemented by ten standard 
tables containing information derived from, and 
additional to, all three sections and grouped so as to 
provide material for economic research and analysis. 

Accountants will welcome these examples of the 
extension of the usefulness of the financial system as 
long as the smooth continuity of its intricate pro- 
césses is not disturbed. Admirable as the detailed 
accounts ~ and the schedules derivable from them — 
are as a barometer to management, they are but one 
phase in the cycle of accounting operations and care 
must be taken that any adaptation of them for 
domestic reasons, however praiseworthy, does not 
affect the larger aim of financial accounting, which ia 
to enable management to present to shareholders, and 
to the business world generally, a true and fair record 
of its stewardship in the form of the company's: 
published accounts. 


Fall in Bank Deposits 
'The January figures put out by the Clearing Banks 
show the customary decline in bank deposits at 
the beginning of a new year but the fall is not. as 
great as would at first sight appear. "True' deposits 
were lower by fiio million for the three weeks 
ended January 21st while the corresponding decline 
а year ago was {77 million. On the other hand, it 
has to be remembered that the January figures this 
year follow a December period which saw a very 
large increase in bank deposits owing to the calls 
being made upon the banking system by the Govern- 
ment to meet its obligations at a time when expendi- 
ture was running well ahead of revenue. 

The figures are in fact, as usual at this time of the 
year, influenced to a great extent by the trend of 
Government revenue receipts, and the notorious gap 
which developed in the fiscal accounts towards the 
end of last year has thus been taking a hand. The 
customary improvement in Government revenue in 
January as income-tax and profits tax receipts build 
up has taken place, but the evidence suggests that 
the Government was still dependent to some extent 
on financing itself temporarily on a large scale from 
the banks up to late in Јапџагу, a state of affairs 
which also showed in the revenue and expenditure 
returns and which was only Si оа 158! as. 
January passed. і 
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| . CORRESPONDENCE 


Letters must be authenticated by the пате and address of the writer, not necessarily for publication. 
The Editor does.not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Professional Fees and Unqualified 
Accountants 
Sir, ~ Your correspondent ‘1880 and all that’ 
(January 3181 issue) is rather unkind, for one cloaked 
‘in anonymity, in his references to Mr 5. McCombie’s 
reasoning on legislation on the accountancy profes- 
sion. Yet his own reasoning seems to be that, as the 
cure cannot be immediate and may be painful, it 
should not be attempted. If your correspondent 
, were a doctor and were to apply this reasoning in his 
| practice, his patients would call loudly for our 
sympathy. Fortunately, however, for reasons which 
both he and your other correspondent ‘Beyond the 
Pale’ presumably would consider inadequate, legisla- 
¿tion was introduced some time ago’ which would 
| prevent him setting up a doctor's practice unless he 
were properly qualified to do so. 
| Further, I doubt whether the cure need be as 
painful as your correspondent suggests, although his 
` views are shared apparently by the Council of the 
| Institute. At last year’s annual meeting, Mr H. 
Garton Ash, O.B.E., M.C., F.C.A., said: 
f.. the whole of the accountancy profession 
would become one body. . . . We should lose the 
benefit we have today of being known as chartered 
‘accountants.’ 
‘Legislation need not have this effect. Conceivably it 
could allow the present professional distinctions to 
remain but be directed mainly at stopping new 
‘quacks’ setting up; or, to put it in other words and 
so provide ‘Beyond the Pale’ with one of the answers 
for which his letter begs, it would aim simply at 
stopping any new persons practising accountancy on 
the public in future without reasonable steps being 
taken to ensure that they аге at least reasonably 
qualified to do so. 





Yours faithfully, 
B. A. PENNOCK. 
Moreton, Nr. Ongar, Essex. 


Sr, – І have read the letter from ‘Beyond the Pale’, 
printed in your issue of January 31st, which, although 
'of interest, does not, in my view; go to the very root 
of the question under discussion. 

I venture to suggest that no member of the public 
with a stomach-ache would dare consult anyone, other 
than someone he believed to be a properly qualified 
doctor. I can hardly imagine your correspondent 
permitting himself to undergo a surgical operation 
under the hands of a practitioner whose training did 
not evidence itself in recognized medical quu 
tions. 
| Surely the ваше thing applies generally to 
accountants. I believe the position tq ђе that the 
| public wish their business affairs to be dealt with by 
qualified men, but so often they do not realize that a 








man who earns his daily bread at Billingsgate Market 
is quite entitled to put up a name-plate showing 
himself to be an accountant, and to the uninitiated, 
the word accountant implies qualification. 

Perhaps the answer is for those who have obtained 
professional qualifications to be a little prouder and 
to discontinue completely the use of the sole word 
‘accountant’. In future, we should refer to ourselves as 
Chartered, Incorporated, or Certified Accountants. 
In time, the public may begin to realize that when 
someone calls himself an accountant, pure and simple, 
there ів, perhaps, something missing. As soon as this 
is appreciated, I then will be quite happy to leave it 
to the public to take their choice: 

Your correspondent repeatedly refers to the 
question of agreement of accounts with Inspectors of 
"Taxes, and I shudder to think that this is the only, or 
the main function of accountants. Surely an account- 
ant's (Chartered, Incorporated or Certified) functions 
embrace much wider fields and, in such cases, I feel 
that a client is entitled to expect sound practical 
advice, backed by extensive theoretical research, 
which is' normally so evidenced by professional 
qualifications. | 

There аге, of course, exceptions to every rule and 
no doubt there are qualified men whose usefulness 
does not compare with that of your correspondent. 
However, in a discussion of this nature, I feel that 
one is entitled to make generalizations. 

: Yours faithfully, 
M. FELTON. 


Greenford, Middlesex. $ а 


The Inspector of Taxes Interrogates: The . 
Contented Bee-keepers 

Sir, – Before too. many hard-headed accountants 
rush to tap the golden stream provided by hundreds 
of thousands of docile (?), unpaid, and extremely 
independent workers, may a comment be permitted 
on Mr Tullett’s excellent article which appeared in 
your issue of January 31st. 

Although honey has been gathered by a colony 
on a Fleet Street roof, the ‘raw material’ supply 
peer indicated by one of the ‘Honeycraft’ 

rothers would hardly give results likely to interest 
H.M. Inspector of Taxes. Some available quantities 
of such nectar-bearing blossom as white clover, 
lime, blackberry, sainfoin, charlock, willow herb, 
are necessary for ‘maximum productivity’. 

Incidentally, the craft may be recommended as a 
philosophical study of the completely cost-conscious 


community. 

5 Yours faithfully, ` >- 
5 К. BLUNDELL, А.С.1.8., A.A.C.C.A. ` 
. Sheldon, Birmingham. 
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Net Assets: Share Capital and Reserves 


Sir, – Sir Russell Кене – вее The Accountant of 
January 24th, at page.99 — prefers the description t of. 
net assets ‘representing share capital and reserves’ 
to net assets being - i арене“ by’ proprietors’ 
interest. This opinion much to recommend 
itself, namely: 
(1) It is logical. The proprietors’ interest, the net 
. worth of the business, makes its outward арреаг- 
ance by way of assets. Thus the capital plus 
reserves which exist only in the ledger, are 
represented by assets. 
. (2) Companies Act, 1948, Section 66, permits the 
cancellation of share capital which is "lost or 
unrepresented by available assets’, 
(3) Spicer & Pegler in Practical Auditing (9th 
edition, p. 397) as well as in Book-keeping and 
Accounts (12th. edition, p. 331) are of the same 


opinion. 
' Youre faithfully, 


Sydenham, SE26. 


Companies Act: Validity of Signatures 
Bm, – The writer has recently had questioned the 
witnessing of a sealing by two directors and the 
secretary (as required by existing articles) in the 
light of Section 179, Companies Act, 1948. 

Is it your opinion that where there is more than 
one director of a company the action of one of those 
directors in so signing as director is vitiated by the 
fact that he is secretary? 

Yours faithfully, 
‘KINGSTON. 


Earnings Yields on Ordinary Shares 
Sir, – I was very interested to read Mr Scarlett’s 
.. excellent article in your issue of Jan 24th. 

The paragraph headed ‘Effective cost of dividends’, 
however, appears to me rather misleading. If, as I 
assume, ‘the intention is to indicate the gross profit 
(as a percentage on capital) necessary to provide a 
certain rate of gross dividend, the correct percentages 
are: i 








Rate of gross "Total cost of 
dividend dividend 
5 per cent 7'25 
TO: gy 5 1450 
25 » 36:25 
75 108775 
This is proved as ilo taking the last example: 
Profits .. aig £10875 | 
Y £6 
Income-tax at 9s 6d thereon : 
Profits tax at 2396. thereon 54'375 
Gross dividend · £75°00 
Less Tax at os 6d .. 35:625 "S 
: 39'375 
Profits tax at 20 per cent on £75 15'000 
l _ £10875 
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Since the Finance Act, 1952, we have in all our 
prospectuses adopted the practice of stating the gross 
amount of . profits аш to pay any anticipated 
dividends. 

To arrive at this figure I have found the following 
simple formula very useful: 


Take the net dividends; ~ 
Add zo per cent of the gross dividends; 
Multiply the result by 2. 


Yours faithfully, 
N. E. HURST, 
Secretary. 
Neve INDUSTRIAL SECURITIES ETD. 


[Mr G. W. Scarlett writes: The intention of the para- 

graph headed ‘Effective cost of dividends’ was not to 
indicate the total profit necessary to provide a certain 
rate of gross dividend — this is shown in the preceding 
paragraph of my article— but only to illustrate the 
effect of 20 per cent profits tax on distributions. Your 
correspondent’s calculation differs from mine inasmuch 
as he has taken into account profits tax at 23 per cent 
whereas to be consistent he should also have included 
excess profits levy. I am grateful for the opportunity of 
clarifying this paragraph in my article.] 


Repairs - or Not? 
Sm, - I have been interested to read Mr Locke’s 
article in your issue of December zoth and Mr 
Jones’ letter in your issue of January 17th, under 
the above heading, regarding treatment for capital 
allowance purposes of repair expenditure disallowed 
under the Lavo Shi decision. 

I disagree with Mr Locke in his footnote to Mr 
Jones’ letter where he says that in some districts, by 
concession, agricultural buildings allowances have 
been given on such expenditure, but that the con- 
ceasion is dying out because it has no foundation in 
law and is not blessed by the Inland Revenue head 
office. 

In my opinion, вера expenditure disallowed 
under the Law Shipping rule is eligible, as a matter 
of right, for the appropriate capital allowances, i.e. 
industrial buildings or agricultural buildings. As 
authorities supporting this view I quote the reply 
of the then Chancellor (Dr H. Dalton) to question 
No. 56 on December roth, 1946, also paragraph 18 
of the Millard Tucker Сони ње“ 8 А ој 

It may surprise your readers to know that in 
addition to the appropriate capital allowances the 
same expenditure can be included in a maintenance 
claim where the figures are such as to give rise to 
relief on such a claim. 

I have just recently dealt with an actual case of 
repairs to the roof of a factory building where both 
forms of relief were obtained on the same disallowed 
repair expenditure. Over a period, the total allow- 
ances obtained will substantially exceed the dis- 
allowed expenditure. 

` Yours faithfully, 


Sunderland. JOHN H. LUNDY. 
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FINANCE AND COMMERCE 


With sterling maintaining its strength and evidence of 
an improving balance of payments position, stock 
' markets make steady progress. Business is on a fair 
scale in the Funds, but is slow to expand elsewhere. 


Wake and Dean 

‘Our investigation and audit have disclosed various 
defects in the company's accounting system. . . . In 
our opinion proper books of account were not kept 
by the company. We have examined the above 
balance sheet апа annexed profit and loss account 
which are in agreement with the books of account 
as adjusted by us to accord with the information 
obtained by us in the course of our investigation and 
audit.’ The accounts to which the above extract 
from the auditors' report refers are the subject of 
this week's reprint. 

The company is Wake and Dean Ltd, furniture 
makers of Yatton, near Bristol. An indication of 
untoward developments was given last October when 
the announcement was made that Messrs Russell 
Tillett & Co had been instructed to investigate the 
company's affairs. That firm has now taken over 
the audit, the former auditors having resigned. 

The accounts now presented have, it is stated, 
been prepared іп a ‘more informative way’. A fixed 
asset valuation made in June 1951 has been adopted 
and the reserve for depreciation, no longer required, 
has. been written back to profit and loss account. 
"The general reserve has also been written back to 
reduce the debit balance on profit and loss. 


What Went Wrong ? 

The company’s position is attributed to: ‘Greatly 
increased competition in the market for the com- 
pany’s products; a general and substantial fall in 
timber prices since 1951; increased labour costs; a 
faulty: internal system of estimating and costing 
which resulted in manufacturing losses continuing 
undetected; substantial contracts with no price 
variation clause and which had to be completed after 
they had become onerous; inefficient organization 
of the factory; restrictions on imports and the 
consequent acquisition of stocks of home-grown 
timber which on maturity were found to be faulty 
and unsuitable for the use for, which they were pur- 
chased; and the shortage of skilled labour, during a 
period of expanding trade, necessitating the employ- 
ment of unskilled labour.' 

The board is unable to state what part, if any, 
of the losses have been incurred in previous account- 
ing periods and they have accordingly been dealt 
with as a deficiency in the accounting period under 
review. 

Ап obvious and immediate need was to get the 
company's pricing system on a sound basis and ‘a 
competent full-time financial and cost accountant 
bas been appointed and measures have. been initiated 


with a view to the institution of an efficient system 
of cost control and estimating'. Changes have also 
been made in the works management. 


Loss of Capital ` 

Further changes include the removal of Mr P. W. 
Wake from the offices of chairman and managing 
director and a request for his resignation from the 
board. 'The company's solicitors have been instructed 
to take counsel's opinion on the matters set out in 
the accountant’s report, and as to any remedy open 
to the company to obtain restitution of the sums 
which it appears might be due, such opinion to 
extend to advice to the company as to the liability 
of all, or any, of the directors with regard to the 
matters set out in the report. No directors’ fees have 
been drawn since July rst, 1952. 

The board further draws attention to the fact that 
capital is no longer wholly represented by assets. It 
is pointed out that the excess of assets over liabilities 
as shown by the balance sheet amounts to £219,568 
exclusive of goodwill and ‘it would appear that the 
whole of the issued ordinary share capital has been 
lost and that of the issued preference share capital of 
£250,000 some {£30,000 has been lost’. The directors 
consider it necessary to propose a scheme for the 
reduction of capital which must in the first place 
fall on ordinary shareholders. 


Possible Fusion 

In current competitive conditions, the board con- 
tinues, it will be difficult, if not impossible, to expand 
turnover of the company’s principal products, school 
and government furniture, and во utilize factory 
space and labour resources to best advantage. Моге- 
over, it is added, ‘it is doubtful whether the com- 
pany’s management is sufficiently equipped tech- 
nically to carry out the necessary modernization of 
its methods of production’. It has been decided that 
the proper course is to enlarge the sphere of produc- 
tion but there is the obvious obstacle of finding the 
necessary resources. The line is therefore being taken 
of a possible fusion with another business. 

Negotiations are in fact proceeding with a group 
of manufacturers of domestic furniture with a view 
to purchasing its business and in that way obtaining 
a greatly increased turnover and improved technical 
management. It is hoped to surmount the financial 
obstacle by satisfying the purchase consideration in 
shares. If the negotiations succeed, there will then 
be proposals to increase borrowing powers, reduce 
put and reorganize the board. 


Money Market 
Treasury bill applications totalled £315,780,000 on 
January 6th and lowering the bid to £99 75 11d the 
market obtained 51 per cent of requirements. The 
average discount rate was [2 8s 3:19d per cent, and 
this week’s offer is £220 million. 
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WAKE & 
BALANCE SHEET, 





June 30th, 1951 
£ £ 















































Authorized Share Capital | £ £ 
250,000 250,000 6 per cent Cumulative Preference Shares of £l each .. eine d Sg Не ХА vs s 250,000 
350,000 1,400,000 Ordinary Shares of 5s each as E Ss Fs E Е Ta "A 55 НИ 350,000 
£600,000 у £600,000 
Issued Share Capital А 
250.000 250,000 6 per cent Cumulative Preference Shares of £! each, fully paid ore: sà БА E" 55 250,000 
238,375 953,500 Ordinary Shares of 5s each, fully paid .. zs A x5 am m vis i s 238,375 
Capital Reserves 
54,693 Share Premium Account 45 ka 24 e» és ys E ss we 53,747 
946 Less Discount and Expenses on issue of Debentures 2). :: T .. 55 "m es s 17,005 
53,747 36,742 
1,037 Capital Reserve Account ae ee v vs vx ES E Va as E 1,037 
— Surplus on Revaluation of Fixed Assets es ne a НЕ v B v. a " ss 209,493 
Ке 54,784 247,272 
‘ Revenue Reserves and Undistributed Profits 
65,000 General Reserve . ES > od sy m . $ — 
60,000 Reserve for Depreciation vs on .. * A " . . = 
11,80! Profit and Loss Appropriation Account .. ix VS m iy š — 
44,615 Future Income Tax Reserve 2% . Р А ee 5 ss — 
—— — [81416 ^ 
7244,85 c l ' 735,647 
— Less Debit Balance on Profit and Loss Appropriation Account .. ae e s а - 516,079 
724,575 ‘ 219,568 
— 44 per cont Mortgage Debenture Stock (see Note 1) .. A es Фа Va SUN e re n 300,000 
Current Liabilities and Provisions 
210,857 Bank Overdraft (secured) . RT "m E zx T Я 88,536 
60,169 Bills Payable .. "m 5. . i | И s 35,865 
61,729 Trade Creditors and. Accrued Expenses wi vs . à БА : ve A 141,935 
393 Unclaimed Dividends А Я Л ^ .. 5 а А 5 . 477 
8,943 Dividends. . vs he vx s x ad xs d is. E — 
21,000 Profits Tax ag a ss .. a А 3 d . — 
6,695 Income Tax, 1952-53 .. iE Ao 25 «а s es ha 24 is d T ae — 
——— 369,786 — 266,813 
€1,094,361 £786,381 
PROFIT AND LOSS ACCOUNT, 
Year to June 30th, 
1951 - 
£ £ : Ё £ 
— To Loss on Trading for the perlod (see Nota 5) we E Se we aie vs "x ate се 592,603 
» Directors’ Emoluments: 
13,950 Managerial Servier + x% 25 gä v N ze E РУ vid ar A T 17,069 
—— 17,950 20,819 
420. P Auditors, Remuneration P iu M v. x Y. РЕ is Pr Ы 1,050 
3,078 MG ја авенији written off Plant and Machinery ete. eis . wis .. .. б Е ae 10,645 
— M enture Interest (zross) .. a .. ae es và 6) . s kt Ке 15,188 
8,035 „ Bank and Hire Purchase interest .. m e» РР we " v we 58 P 4,255 
— » Staff Pension Scheme . БК ais e dà Ка . 25 vs v 1,392 
21,000 » Profits Tax (estimated) on Profits for year to date à os ais .. T . . .. .. — 
54,548 » Balance, being Net Profit for the period carried down zy 2: 2 . А $ : 53 — 
£105,031 £645,952 
— To Net Loss brought down EM m xs s 644,500 
8,063 » Preference Dividend for the twelve months to June 30th, 1952, até per cent less tax ve WA vs 7,875 
5,006 » Interim Ordinary Dividend ji 4 per cent actual, less tax РА we es "T .. es 5,006 
5,006 » Final Ordinary Dividend Qui ae ae M пи кг ex ка ae . oe – 
10,012 саа 5,006 
» Transfer to Reserves: 
5,000 Depreciation Reserve ee ats .. .. .. és = 24 oe ws .. 2: -— 
5,000 General Reserve s oe .. .. s a .. — 
26,397 3.37 Income-tax 1952-53 estimated) on Profits for year to date oe 55 Е m ng 2: А — 
11,801 » Balance as per Balance Sheet .. ae ad m .. vs ES of EM sa 55 si — 
£66,273 £657,381 








Notes on Balance Sheet and Accounts to September 30th, 1952 


a) The nu cent Mortgage Debenture Stock Is secured by a Trust Deed creating charges on the Company's assets. The Stock is redeemable eithar 
е орагацоп of a sinking fund to be established on or before dane 30th, 1954, ог (b) at three months’ notice, between June 30th, 1970, and 
ihe RAS at £102 per cent or at par thereafter up to June 30th, 198 


(2) Capital commitments outstanding as at September 30th, 1952, amounted со PPP. £1,600 (1951 – Nil). 
(3) No depreciation has been provided on Freehold Land and Bulldings. 

(4) The amount due from Mr P. W. Wake has not been agreed. ` 

(5) it Is not possible to ascertain what part, if any, of the trading loss was incurred in на accounting periods. 
46) Figures for 1951 have been amended where requisite in ordsr to make tham comparable with 1952. 
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June 30th, 1951 | И 
£ í £ £ 
Fixed Assets | 
Freehold Land and Buildings as Independently Valued In June 1951, and Additions at Cost: 
129,252 Factory Premises А a ate ate a 323,989 
41,514 Wakedean Gardens Housing Estate and other Residential Property Ls ss $e АК аж У 40,010 
—— 170,768 363,999 
Plant and Machinery and secures and Fittings as Independently Valued in sane: 1951, vine оек 
84,003 at Cost vs a m m B ve Ga 80,843 
41,340 Less Depreciation to date | m vis Я on P $t sis - E vx E 10,105 
——— 42,663 70,738 
6,402 Motor Vehicles, at Cost .. s vs zs si às AA ds T es 26 bs 7,725 
5,189 Less Depreciation to Date .. бї s es m m а: oe iá oe E ss 5, 
1,213 —— 2,683 
214,642 3 437,420 
Current Assets 
764,308 Stock and Work in Progress at lower BP cost or market value as certified by Mr ^ G. Curtis . .. 215,882 
109,599 Trade Debtors ae ex s 5 2 118,133 
2,612 Sundry Debtors and "Prepayments Pa ès ја s3 vs s js e 70844 
Payments on ial of Directors (seo Note D: ` 
— Р. W. Wake, Es: E Pe m y ES v. Et se of es a 11,028 
= SE ak DT "inae repald) Vs 24 vs PS M" avs A .. es Ss ЕА 9i 
—— 879/19 ` 348,961 
For Directors’ Notes on the Balance Sheet, see page 184. ' 
On behalf of the Board, 
C. G, CURTIS 
Directors. 
А. С. К. PRESTON 
1,094,361 " £786,381 
fifteen months to September 30th, 1952 
Year t Juna 30th, 
951 
£ £ £ £ 
103,866 By Profit on Trading for the period d rx es a vs ža ve «s vx Ve а ~ 
1,165 » Net Income from Propertles 125 xà s ак ES s P ка 2. pà Ve 1,452 
— » Balance, being Net Loss for the регіо carried down  .. 25 e. m .. e us Fx 644,500 
For Directors’ Notes on the Profit and Loss Account, see page 184. 
£105,031 £645,952 
54,548 By Net Profit brought down vs ss vs 2 ya T 5s sù .. a of T _ 
14,725 , Balance brought forward from previous year — .. - P k% E ae .. es . 1,80 
== Add Income-tax Reserve no longer required  .. "s ve a T a $e B .. 32,297 
11,725 44,098 
— Less Adjustments for previous years — .. E oa iu Ули ae ae .. ee ve 27,796 f 
—— 11,725 са 16,302 
» Transfer from Reserves: 
— Depreciation Reserve s "T vis oe VR ce “a 2x on <a vs An 60,000 
— General! Reserva .. ви P ЕК vs йж 5 Ex ve T ms d 65,000 
—— 125,000 
— » Balance as per Balance Sheet s E eM S oe xe $e $a E n 52 516,079 
£66,273 £657,381 








Report of the Auditors to the Members of Wake & Dean Ltd 


Our Investigation and audit have disclosed various defects In the Company's accounting system and there are still certain matters as indicated in the 
Directors’ Report on which Inquiry is not complete. 

Subject as aforesaid and to the notes on this page, we have obtained all tha Information and explanations which, to the best of our knowledge and 
bellef, were necessary for the purposes of our audit. 

In our opinion proper books of account were not kept by the Company. We have examined the above Balance Sheet and annexed Profit and Loss 
Account which are In agreement with the books of account as adjusted by us to accord with the information obtained by us In the course of our Investiga- 

оп and audit. 

Subject as aforesaid ала. со the notes on this page and to the matters set out In the Directors" Report, In our opinion and to tha best of our Informa- 
Пот and according to the explanations given us, the sald Accounts give the Information required by the Companies Асе, 1948, in the manner so required 
and the Balance Sheet gives a true and fair view of tha state of the Company's affairs as at September 30th, [952, and the Profit and Loss Account gives 
a true and falr view of the Loss for the fifteen months ended on that date. 

RUSSELL TILLETT А CO, 


18 St Swithin's Lane, London, ‘ECA. ` ` Chartered Accountants. 
January 13th, 1953. , 
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CURRENT LAW 


‘Bank as Executor and Banker 
Lloyds: Bank Ltd were the executors of one 


Waterman, whose will authorized the bank, without · 


accounting for any resultant profit, to act as attorney 
and to perform any service on behalf of her estate 
on the same terms as would be made with a customer. 
On her death the whole estate was placed by the 
bank on deposit with itself at 4 per cent per annum 
' interest. 

Harman, J., held that it was impossible to charge 
the bank with default in a suit started by summons 
and not by writ. He found that the bank's action was 
justified by the clause on the assumption that the 
deposit of the money with another bank would have 
been а proper use of the money, and that accordingly 
the bank need not account for any profit it made as 
a тезше ~ though if a private trustee placed trust 
moneys on deposit in his own business the Court 
would charge him 5 per cent whether he made a 
profit or not. (Re Waterman's Will Trusts; Lloyds 
Bank Ltd v. Sutton and Others.) (Solicitors Journal, 
December 20th, 1952.) ‘ 


Trustees’ Remuneration 


In Re Masters (deceased) (Solicitors Journal, January 
3rd, 1953) Danckwerts, J., was called upon to con- 


strue Section 42, Trustee Act, 1925, which provides 


for the Court, where it appoints a’corporation to be 
trustee, to authorize it to charge for its services. 
The question was whether the Court could give 
such authorization subsequent to the granting of 
administration. 

The learned judge held that the Court's power 
under Section 42 applied to an administrator equally 
with a trustee (In the Estate of Young ([1934] W.N. 
106)). Moreover, the Court had an inherent jurisdic- 
tion to authorize remuneration whether or not the 
trustee was.appointed by the Court (Re Freeman's 
Settlement Trusts ((1887) 37 Ch.D. 148); Marshall v. 
Holloway ((1820) 2 Swanst. 432) and Re Macadam 
([1946] Ch. 73)). 


_, Premises subject to Rent Acts: Bankruptcy 
of Landlord 

The landlord of premises which were subject to the 
Rent Acts, but let at a rent above that lawfully 
recoverable, became bankrupt. His trustee claimed 
arrears of rent from the tenant, but the latter asserted 
that he was entitled to deduct the overpayments, 
by virtue of Section 14 (1) of.the Increase of Rent 
and Mortgage Interest (Restrictions) Act, 1920. The 
Court of Appeal held that the landlord’s reversion 
on the termination of the lease vested in.the trustee 
subject to all the tenant’s rights, including the one 


he now asserted. Therefore he was entitled to deduct’ 


the rent overpaid. 


(Hole о. Сижеп (Law Times, 
January oth, 1953.)) : | 


Loans - Mortgage - Priorities 


Е. & M. Khoury 9. Azar was an appeal to the Pri 
Council from the West African Court of Appel 
The respondent, Azar, had lent to one Moukarzel, 
the sum of £4,000 against certain rights over a 
number of motor vehicles. The agreement provided 
that Moukarzel'should not charge or dispose of the 
vehicles and that he would transfer them to Azar 
if called upon, if he defaulted in payment. He broke 
the agreement by assigning the vehicles to the appel- 
lants, by way of security, in contravention, too, of 
the Defence (Control of Transfer of Used Motor 
Vehicles) Order, 1943, of the Gold Coast. 

Moukarzel defaulted in the payment of an. 
instalment of the principal loan and Azar obtained 
judgment and attached the vehicles. The appellants 
took out an interpleader summons. Azar -sued 
Moukarzel and the appellants, claiming title both 
in law and equity. 

The Court held that the assignment to the appel- 
lants was not a ‘sale’ within the meaning of the Order - 
and thus did not fall within it. The appellants took 
without notice and had a valid mortgage at the time of. 
Azar’s attachment and thus their legal estate took 
priority over Azar’s equitable right. (Solicitors 
Journal, January 3rd, 1953.) E 


Fraud (Investments) Act, 1939, Section 12 (1) 


The case of R. v. Russell is of interest in that the 
Court of Criminal Appeal approved the: view taken 
by Donovan, J., of Section 12 (1) of the above Act. 
The learned judge said that the section dealt with 
three categories of persons who had either induced 
or tried to induce other persons to invest money: 
(a) he who made a statement knowing it to be mis- 
leading, false or deceptive; (b) he who dishonestly 
concealed material facts; (c) he who recklessly made 
a misleading statement or forecast. In (c) the judge 
said, the Legislature changed its language and intro- 
duced the category by the word ‘or’. It used the word 
‘recklessly’ instead of ‘knowingly’. He held that the 
word ‘reckless’ must bear its full meaning and covered 
the case where there was a high degree of negligence 
without dishonesty (Solicitors! Journal, January 3rd, 
1953). : 


Bankrupt Shareholder: Voting Rights 


Danckwerts, J., held that where a bankrupt was on 
the register of a company in operation, the bankrupt 
remained a member and, unless- prohibited by the 
articles, could vote either personally or by proxy. 
In the case before him the articles-merely provided 


.that notices of meetings should be sent to the trustee. 


The members vote was, however, subject to the 
direction of his trustee. (Morgan and Another v. 
Gray d Others.) (Solicitors! Journal, January 17th, 
1953. mE E 
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THE INSTITUTE OF > 
CHARTERED ACCOUNTANTS OF SCOTLAND 
INAUGURAL DINNER IN GLASGOW 


The inaugural dinner to celebrate the amalgamation 
of the three former Scottish chartered accountancy 
bodies in Edinburgh, Glasgow and Aberdeen, into 
The Institute of Chartered Accountants of Scotland, was 
held at The Central Hotel, Glasgow, on February 4th. 

Sir David Allan Hay, K.B.E., C.A., President of the 
Institute, was in the chair and the company present 
numbered some 430. Among the guests were Mr 
T. B. Robson, M.B.E., F.C.A., President of The Institute 
of Chartered Accountants in England and Wales; Mr 
Н. E. A. Addy, F.c.a., President of The Institute of 
Chartered Accountants in Ireland; the Rt. Hon. 
Lord Latham, J.P., F.A.C.C.A., President, The Associa- 
tion of Certified and Corporate Accountants; Mr 
R. H. Sherwood Calver, Q.c., Sheriff of Lanark; Mr 
W. R. Milligan, Q-C., Solicitor-General for Scotland; 
and 
Dr W. A. Alexander (President, The Royal College of 
Physicians, Edinburgh), Dr Andrew Allison, M.B., CH.B., 
D.P.H. (President, The Royal Faculty of Physicians and 
Surgeons, Glasgow); Messrs Alastair C. Blair, w.s.; Ian 
A. F. Craig, 0.B.E. (Secretary, The Society of Incorporated 
Accountants and Auditors); Allan S. Dixon (Deacon, Con- 
vener of the Trades, Glasgow); Derek du Pré (Editor, ‘The 
Accountant"), Oliver С. Elliott, c.a. (Accountant of Court); 
К, LI. Gwilt, F.F.A., F.I.A., F.R.S.E. (President, The- Faculty 
of Actuaries of Scotland); Sir Hector Hetherington, K.B.B., 
D.L., LL.D. (Principal and Vice-Chancellor, The University 
of Glasgoto); The Rt. Rev. Geo. Johnstone Jeffrey, p.p. 
(Moderator of The Church of Scotland). 

Messrs J. C. Latham, D.L., F.A.C.C.A., F.S.A.A. (Secretary, 
The Association of Certified and Corporate Accountants); 
A. M. MacGeorge (Chairman, The Glasgow Stock Exchange); 
Alan S. Maclver, м.с. (Secretary, The Institute of Char- 
tered Accountants in England and Wales); R. M. McLaren 
(Chairman, The Edinburgh Stock Exchange); John A. 
Morrison, M.c. (President, The Institute of Bankers in 
Scotland; J. S. Muirhead, D.8.0., M.C., T.D., D.L, (President, 
The Law Society of Scotland, and Dean, The Royal Faculty 
of Procurators in Glasgow); Colin S. Penn, M.C., F F.A., 
БЕЛА. (Chairman, The Associated Scottish Life Offices); 
Sir William D. Robieson, LL.D., J.P. (Editor, ‘The Glasgow 
Herald ). 

Messrs Thomas G. Robinson (President, The Glasgow 
Chamber of Commerce); E. Tattersall (Senior Inspector of 
Taxes, Scotland); George Veitch, С.А. (President, The 
Edinburgh Chamber of Commerce and Manufactures); 
N. D. Walker (Private Secretary to the Minister of State for 
Scotland); W. L. Walker (Finance Officer, Scottish Home 
Department); J. Murray Watson, D.L., вул. (Editor, ‘The 
Scotsman’); А. A. Innes Wedderburn, w.8. (Auditor of 
Accounts, Court of Session); and Sir Ernest Wedderburn, 
Sub LL.D. (Deputy Keeper, Society of Writers to H.M. 

теі). 


Scottish Chartered Accountants approach 
their Centenary 
In the absence of the Rt. Hon. Lord Home, P.C., the 
Minister of State for Scotland, who was indisposed, 
Mr Milligan proposed the toast of “The Institute of 
Chartered Accountants of Scotland’. He recalled the 
history of the granting of Royal Charters to The 
Society of Accountants in Edinburgh in 1854, to The 
Institute of Accountants and Actuaries in Glasgow in 


185 5, and to The Society of Accountants in Aberdeen 
in 1867, and said that the three bodies had lived a 
separate though friendly existence for nearly a hundred 
years before coming together. Mr Milligan continued: 

‘The profession of chartered accountant carries with it 
responsibilities as great as that of any other profession. 
The services of a chartered accountant are essential in 
industry, and highly desirable in private life. It must be 
remembered that an industry does not just come into 
being; it has to be started, It will not start without motive 
power and in the case of an industry the motive power is 
money, and very often the public’s money. The public 
however, do not part with their money unless they fee 
reasonably certain that it will be properly looked after and 
that is where the chartered accountant comes in. He is 
the shareholders’ watch-dog. 

‘His expert knowledge on all financial matters and, in 
particular, his optimistic approach to taxation difficulties 
can be, and are, of the greatest help. This is particularly 
true in the case of smaller businesses who cannot employ 
full-time experts. 

‘It is the chartered accountant, moreover, who sets the 
standard of business integrity. In private life he may be 
thought to be a luxury, but many look on him as an 
investment.’ 

After dealing with other aspects of the chartered . 
accountant’s work, Mr Milligan concluded: 

"Today the Scottish chartered accountant has a world- 
wide reputation. He has a unique opportunity of influencing 
for good, business methods at home and abroad. He must 
not and will not lose his reputation. The inauguration of the 
Scottish Institute will do much to preserve for this coun 
and for business in general those high standards on which 
we have always relied.’ 


A New Chapter 
Sir David Allan Hay, replying to the toast, said that 
the amalgamation had marked a new chapter in the 
history of Scottish chartered accountants. They were 
now able to speak with one voice and to take decisions 
quickly on important matters concerning the account- 
ancy profession. 

Referring to candidates for entry to the profession, 
Sir David said that while he had a tremendous belief 
in young people, they seemed today to be a little out 
of alignment and appeared to think that they should be 
spoon-fed to get the answers to questions that were 
put to them. He thought it terrible to hear a young 
man say of an examination which he had failed: ‘It was 
only my third attempt’. When he himself qualified in 
19o1 it would have been regarded as a disgrace for a 
student to pass his Final examination only after his 
third attempt. The standard of the profession was very 
high and it must and would be maintained by succeed- 
ing generations. 

The toast of ‘The Guests’ was proposed by Sir Ian 
Bolton, Bt., 0.B.E., D.L., J.P., C.A., and Mr Robson and 
Mr Calver replied. 


The Institute’s Achievements 


In the course of his reply, Mr Robson referred to the 
Institute’s achievements, saying: 
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‘Nor, as Sir David Allan Hay has reminded you, is your 
Institute as new as the reference in the invitation to this 
"inaugural" dinner might seem to suggest. You and, for 
that matter, my Institute also, are well past the age at 
which Parliament expects directors of companies to lose 
their vigour and capacity. This, however, did not prevent 
your members from embarking upon the marriage which 


made tonight's dinner possible. АП your guests believe that. 


the sons of this marriage will be every whit as able and 
every whit as full of character as their half-brothers, the 
sons of Edinburgh, Glasgow and Aberdeen, who created 
by their achievements over close on a century the great 
reputation which is now yours. 

- "You are the oldest institute of chartered accountants in 
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the world, the prototype of all such institutes and the 
upholder of integrity, character and ability wherever your 
members penetrate. Even as the eagle's age your youth is 
renewed year by year. 

“There is no sign of decrepitude. Vigour, leadership and 
enthusiasm- are always there. Long may they continue. 
May the pride of Scotland, of Great Britain and of the 
English-speaking world in the Scottish chartered account- 
ant long deserve the plaudits of all your. guests.' (Applause.) 


The health of the President, which was proposed by 
the Vice-President, was drunk with musical honours, 
and the formal proceedings ended with the singing of 
‘Auld Lang Syne’. 


INCORPORATED ACCOUNTANTS’ | 
LONDON AND DISTRICT SOCIETY 


DINNER 


A dinner was held by the Incorporated Accountants’ 
London and District Society in the Abraham Lincoln 
Room of The Savoy Hotel, London, on February 4th. 
Sir Richard Yeabsley, С.В.Е., F.C.A., F.S.A.A., chairman 
of the District Society, received the 176 members and 
guests, among whom were Mr C. Percy Barrowcliff, 
F.8.A.4., President, The Society of Incorporated 
Accountants and Auditors, The Lord Piercy, C.B.E., 
Sir Raymond Evershed, P.C., F.8.A., Master of the Rolls, 
‘Sir Edward Bridges, G.c.B., G.C.V.O., M.C., Permanent 
Secretary to the Treasury, and 
Professor F. Sewell Bray, F.C.A., F.8.A.A. (Stamp-Martin 
Professor ој Accounting); Messrs Frank Bower, C.B.E., M.A.; 
E. Cassleton Elliott, F.8.4.A. (a member of the Council, The 
Society of Incorporated Accountants and Auditors), The 
Venerable Oswin H. Gibbs-Smith (Archdeacon of London); 
Mr J. A. Jackson, Е.С.А., Е.З.А.А. (Immediate Past Chairman, 
I orated Accountants’ London and -District Society). 
Sir Thomas Keens, D.L., J-P., F.S.A.A.; Messrs Leo Т. Little, 
B.8C.(RCON.) (Editor, ‘Accountancy’); Charles Norton, M.C.; 
Sir Arnold Plant; Messrs С. Е. D. Rice, А.8.А.А. (Chairman, 
Incorporated Accountants’ Students Society of London and 
District); Н. Basil Sheasby, M.B.E., F.C.A., Е.8.А.А. (Vice- 
Chairman, Incorporated Accountants’ London and District 
Society); J. Millard Tucker, 9.с.; The Hon. Mr Justice 
Upjohn; Мг К. W. Wilson, F.A.C.C.A. (President, Association 
of Certified and Corporate Accountants London and District 
остећу). | | у 
The toast of “The Society of Incorporated Account- 
ants’ was proposed by Sir Raymond Evershed. ‘I have 
always taken the view that of all professional men, 
accountants are the more enviable race of mankind,’ 
he began, and expounded his reasons in a speech 
throughout which applause and laughter marked the 
appreciation of his audience. 


Vision and Imagination 
In the course of his speech Sir Raymond said: 


"There can be no respectable company which cannot, . 


among its board of directors, point to at least one account- 
ant. | have, I confess, sometimes wondered whether that 
was a good thing. I have wondered whether a close know- 
ledge of arithmetic and utter respectability might have a 
somewhat sterilizing effect (laughter)..Since it is obviously 
now the mode that every proper and well ordered company 
should have an accountant on its board, I am glad to think 
that I was wrong; that your qualities go beyond these dreary 
and dry subjects, and that you have vision and imagina- 
tion. ... Е 7 - 


‘I believe that it is the duty of professional men of all 
kinds - accountants, doctors, lawyers, civil servants, and 
all of us – to remember that in this day and age we are the 
repository of the qualities of true individualism, true inde- 
pendence of the mind and of the spirit (applause) and that 
we also should be the repository of learning and of scholar- 
ship because, after all, there is no higher integrity than the 
integrity of scholarship. . . .' 


And in conclusion he said: 


"You may remember that in The Vicar of Wakefield, 
Oliver Goldsmith said that as ten million circles cannot make 
а square, 80 the united voice of myriads cannot lend the 
smallest foundation to falsehood. 'T'hat may still be true in 
the sense that tens of myriads of people shouting a particular 
thing which is untrue do not thereby make it true, but they 
are apt to produce very much the same effect. So, as I have 
said already, it is for professional men to remember that in 
them lies the hope that truth will at the end prevail. 
(Applause.) 


Serious Effects of High Тахабоћ 


Mr C. Percy Barrowcliff responded, thanking Sir 
Raymond Evershed, whom he described as ‘a very dis- 
tinguished. lawyer who has rendered and who is 
rendering conspicuous service to the. State’. Mr 
Barrowcliff commended the London and District 
Society on its work and record, and continued: 


*Much is being heard today, from responsible leaders in 
different fields of activity, of the serious effects of the present 
level of taxation. Leading bankers, manufacturers and 
distributors have been warning the country and the Govern- 
ment about the disastrous effects of the present level of 
taxation. All these warnings appear to fall on deaf ears, and 
it makes one wonder whether there is anything else which 
can be done to wake up the country to the dire consequences 
which must inevitably flow from a continuation of the 
present penal rate of taxation. ... 

‘By taxation demands businesses are being deprived of 
funds required for maintenance, replacement and modern- 
ization. It is becoming increasingly difficult to equip them 
adequately to keep, let alone extend, our hold on world 
markets. Let us not underestimate the seriousness of this 
position, as we need world markets to ensure employment 
and a reasonable standard of living. The individual also ia 
being deprived of-a proper share of his earnings, as well as 
having his incentive to work undermined by the lack of 
adequate reward. There must be a big national loss in this 
vast potential earning which never materializes because of 
the tax deterrent. The old habit of saving (which was one 


‘of the foundations on which our national greatness was 
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built) has now disappeared because taxation appropriates 
the saving market.’ 


A Sea of Extravagance 


Referring to the fact that the Budget last year showed 
expenditure as being six times greater than in 1935—36, 
Mr Barrowcliff said that people should not be misled 
by suggestions that the increase was due to the defence 
programme, and he gave comparative figures — running 
into many millions of pounds – showing increases in 
other directions. He concluded: 

‘It has been said that economies are not possible without 
a change of policy. If that is so, it is high time that the 
policy was amended before we drown in the sea of 
extravagance. ... 

‘In this Coronation year (when there will be such an out- 
pouring of love and devotion for our young and gracious 
Queen, whose only desire ia to serve) there is a wonderful 
opportunity for the Government to lead us back to the 
simple reality of living within our means.’ (Applause.) 
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The toast of “The Guests’ was proposed by the 
chairman, Sir Richard Yeabsley, who said: 

‘We men of figures (some of us more corpulent than 
others) (laughter) have the pleasure during our daily avoca- 
tion of meeting all sorts and conditions of men, of tackling 
many varied types of problem, and in the field of commerce 
generally of providing many services to the community at 
large. We have great and onerous responsibilities to bear, 
and in order fully and faithfully to discharge these we are 
trained from our school-days onwards. Part of that training 
is in day-to-day experience. . . .' 

Sir Richard said that only the limit of time precluded 
him welcoming all the guests by individual mention; 
among those to whom he did refer were Lord Piercy 
(*an old friend of the Society"), Mr Justice Upjohn, and 
Sir Edward Bridges (‘head of the Civil Service — that 
great and unworthily maligned body of public 
servants’). 

The toast was responded to by Lord Piercy and ` 
Mr J. Millard Tucker. · 


IN PARLIAMENT 


Small Companies: Death Duties 


Brigadier Mepuiicorr asked the Chancellor of the 
Exchequer if he has considered the representations 
made to him on behalf of the National Union of 
Manufacturers concerning the serious effect of death 
duties on the control, ownership and management of 
small companies; and if he will provide some amelior- 
ation of the burden of death duties as it affects these 
concerns. 

Mr R. A. BurLER: I am considering these and other 
representations which have been made to me on the 
same subject, but I regret that I cannot anticipate 
the Budget statement. 


Hansard, Feb. 3rd, 1953. Written Answers, Col. 189. 


Undistributed Profits: £ Sterling 


Mr Vane asked the Chancellor of the Exchequer his 
estimate of the surplus of undistributed profits, after 
paying all taxes, available to British industry as a 
whole today, compared with 1938; and by how much 
the purchasing power of the £ sterling has fallen 
since 1938. 

Mr R. A. BuTLER: The total income of companies 
and public corporations, after provision for deprecia- 
tion and after meeting the liabilities for direct taxa- 
tion and for the payment of dividends and interest 
arising from the income received in the years con- 
cerned, is estimated to have been {113 million in 
1938 and £725 million in 1951 (the latest year for 
which information is available). These figures are 
given in Table 285 of the Annual Abstract of 
Statistics No. 89. 

The purchasing power of the £, measured by the 
price index for all consumers’ goods and services 
calculated annually for national income purposes, 
taking 1938 as 100, was gs 7d in 1951. This price 
‘index cannot, of course, be regarded as a measure of 

| the change in the purchasing power of undistributed 


profits and no price index exists which is appropriate 
for this purpose. 
Hansard, Feb. 4th, 1953. Written Answers, Col. 218. 


Company Registrations 
Mr SHEPHERD asked the President of the Board of 
'Trade the number of registrations of companies in 
1938 and 1952, respectively. 
Mr P. THorneycrorr: Thirteen thousand two 
hundred and fifty-one and 12,296 respectively. 
Hansard, Feb. sth, 1953. Oral Answers, Col. 2009. 


Business Names Act: Registrations 
Mr SHEPHERD asked the President of the Board of 
Trade the number of registrations under the Business 
Names Act in 1938 and 1952, respectively. í 
Mr P. THorneycrort: Twenty-one thousand six . 
hundred and four and 28,304 respectively. 
Hansard, Feb. 5th, 1953. Oral Answers, Col. 2010. 


Industrial Taxation 

Mr Маре asked the Chancellor of the Exchequer 
whether he has now considered the representations 
made to him on the effect which liability to estate 
duty has on small and medium-sized companies; and 
whether, having regard to the fact that forced sales 
of shareholdings encourage amalgamations and ulti- 
mate monopoly, he will institute a public inquiry 
into the effect of death duties on the structure of 
industry. 

Mr Boyp-Carpenter: I would refer the hon. 
Member to the answer which my right hon. friend 
gave to my hon. and gallant friend the Member for Nor- 
folk, Central (Brigadier Medlicott) on February 3rd. 

Mr Wane: Is it correct that the terms of reference 
of the Royal Commission on Taxation did not cover 
death duties? Does the hon. gentleman agree that 
there is a stronger case for inquiries into «ће паште 
and the effect of death duties than into other forms 
of taxation? 
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Mr Bovp-CanPENTER: Perhaps the hon. Member 
will put the first part of that supplementary question 
down as a question. 


Hansard, Feb. 5th, 1953. Oral Answers, Col. 2022-3. 


Savings Bank Deposits: Tax 


Sm W. SMITHERS asked the Chancellor of the 
Exchequer if, when considering the forthcoming 
Budget, he will consider the advisability of exempting 
from income-tax Post Office Savings Bank deposits 
up to £500. 

Mr Boyp-Carpenter: I am afraid not. 

Hansard, Feb. 5th, 1953. Oral Answers, Col. 2025. 


Schedule A Tax 


. Mr LLEWELLYN asked the Chancellor of the Ex- 
chequer what would be the estimated annual cost 
to his department of abolishing Schedule A on all 
freehold house property whose rateable value is 
under тоо; and whether he will consider removing 
this penalty for house ownership in his next Budget. 
Mr В. A. BUTLER: £27 million, on the assumption 
that the question relates to owner-occupied houses. 
The answer to the second part of the question is in 

the negative. 
Hansard, Feb. 6th, 1953. Written Answers, Cols. 
245-6. 
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£ Sterling: Value 
Mr Lewis asked the Chancellor of the Exchequer 
(1) the purchasing power of the / sterling for each 
of the years from 1938, taking the year 1938 as 100; 
(2) the purchasing power of the £ sterling for 
each of the years from 1945, RENS the year 1945 28 
100. 
Mr R. A. Випав The figures are as follow: 


1938 100 

1939 Sy En 97 

1940 £s e 83 

1941 Ps zs 75 

1942 .. m 79 

1943 5 "s 68 

1944. ЕЕ T 67 \ 
1945 $i ~ 65 are 100 
1946 -€ vs 63 a RE 97 
1947 ^ .. oi 59 we "s 91 
1948 Es e 55 is 6 85 
1949 me a 53 s 2x 82 
1950 ut zs 52 .. 54 8o 
I951 2% va 48 P хе 74 
1952 44 68 


Between 1938 and 1951 the pa judex for all 
consumers' goods and services, calculated annually 
for national income purposes, is used. The figure 
for 1952 is a provisional estimate, based on the 
movement of the Ministry of Labour's interim index 
of retail prices during that year. 

Hansard, Feb. 6th, 1953. Written Answers, Col. 246. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held 
on Wednesday, February 4th, 1953, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 


Mr J. Blakey, Vice-President, in the chair; Messrs 
Н. Garton Ash, 0.B.E., M.C., №. L. Barrows, Sir Harold 
Barton, Mr T. Hamilton Baynes, Sir B. H. Binder, Messrs 
С. W. Boyce, C.B.E., W. С. Campbell, P. Е. Carpenter, 
W. S. Carrington, S. W. Cornwell, E. C. Corton, С. К. 
Freeman, P. F. Gránger, D. V. House, Sir Harold Howitt, 
G.B.E., D.8.0., M.C., Sir Russell Kettle, Messrs W. Н. 
Lawson, с.В.Е., C. U. Peat, m.c., P. M. Rees, M.C., 1. W. 
Robson, G. F. Saunders, Gilbert D. Shepherd, M " 

KG. Shuttleworth, C. M. Strachan, 0.B.z., E. D. Taylor, 
G L. C. Touche, E. Gordon Turner, M.C., ЈА. D. W. er, 


Sir Nicholas Waterhouse, K.B.E., Mr К. P. Winter, M.C., 


T.D., with the Assistant Secretaries. 


Absence of President and Secretary 


The Vice-President explained that the President and 
Secretary were unavoidably absent from the meeting 
of the Council as they were representing the Institute 
at the inaugural dinner which was being held that 
evening in Glasgow by the Institute of Chartered 
Accountants of Scotland. 


Readmissions 


Two applications for readmission to membership were 
acceded to. 


Exemptions from the Preliminary Examination 


Four applications under bye-law 79 for exemption from 
the Preliminary examination were acceded to. 


Exemptions from the Intermediate Examination 


Fourteen applications under bye-law 85 (а) for 
exemption from the Intermediate examination by 
articled clerks who had produced evidence of having 
graduated by taking one of the degree courses approved 
by the Council under bye-law 62 were acceded to. 
Five applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to. 


Reduction in Period of Service under Articles _ 
Five applications under bye-law 61 for a reduction in 


' the period of service under articles were acceded to. 


Intermediate Examination 


Two applications under bye-law 81 for permission to 

sit an earlier Intermediate examination were not 

acceded to. 
i Final Examination 

One application under bye-law 86 for permission to 

sit an earlier Final examination was not acceded to. 


Examination Results - November 1952 


The Examination Committee reported the results of 
the examinations in November 1952 as follows: 
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Dis- 
Passed Failed qualified Total 
Preliminary — .. 59 112 - 171 
Intermediate 425 507 - 932 
Final 46 539 1 1,008 
952 1,158 1 2,111 


The following prizes and certificates of merit were 
awarded: 


Preliminary 


First in Order of Merih, the Institute Prize and the Deloitte 
or the year 1952 
Blakesley, A Ks Great Yarmouth. 


Intermediate 


First. Certificate of Merit, the Institute Prize, the Stephens 
Prize and the Plender Prise for the Auditing paper 
Gray, D. R. (H. W. Fisher), London. 
Second Certificate of Merit + 
Jones, К. W. (R. J. Wheeler), Canterbury. 
Third Certificate of Merit and the Plender Prize for the 
Book- ing and Accounts (Partnership) paper 
| Goldsmith, Р. Е. (Т. J. Bond), London. 
Fourth Certificate of Merit 
Pascoe, J. H. (A. R. Stacy), London. 
Tschaikowsky, D. J. N. (D. D. Kidson), London. 
Sixth Certificate of Merit and the Plender Prize for the 
Taxation and Cost Accounting paper 
| Gyoury, H. W. (P. C. Watt), London. 
Seventh Certificate of м and the Frederick Whinney 


€ 
Robson, J. S. (J. C. Billingham), London. 
Eighth Certificate of Merit 
Cohen, H. (P. Fine), London. 
Ninth rie of Merit 
Baker, J. R. (D. C. Cann), London. 
Tenth Certificate of Merit - 
Burgess, С. J. (E. J. Н. Clarke), London. 
Plender Prize for the ret Commercial Knowledge 


Dillon, 6. J. & важе, Cheadle. 
West Prize 


| Lowe, W. M. (R. E. Herington), Birmingham. 
Plender Prize for the Book-keeping and Accounts 
TE AT) paper 
Powell J. J. W. Alington), Chelmsford. 
Plender Pred for the Book- ing and Accounts 
(Limited Сотратіет) paper 
Rich, D. (J. M. Hanmer), Liverpool 


Final 

First Certificate of Merit, the Institute Prize, the Walter 
Knox Scholarship, the Frederick Whinney Prize, the О. С. 
| Railton prize for the year 1952 and the Plender Prizes for 
the Advanced Accounting (Part I) paper and the General 

| Financial Knowledge and Cost Accounting paper 

Palmer, E. B. (J. D. Clark), London. 
Plender Prize for the English Law (Part 11) paper 
Camamile, С. Н. (J. Camamile), Lincoln. 

Plender Prize for the Advanced Accounting (Part IT) paper 
Chancellor, R. E. (T. B. Robson), London. 
Auditing Prize and the Plender Prize for the Auditing paper 
Clinton, А. G. (S. С. Sillem), London. 

Plender Prize for the Taxation paper 
Jarrett, M. К. (Т. B. Hughes), London. 

Plender Prize m the English Law (Part I) paper 
Mn E . E. (J. L. Jeffree), London. 

Roger N. Carter Prize 7 
Fields, (Miss) 3 (W. Hare, Junr. ), Blackburn. 
Theodore Gregory Prize 
Gruber, Н. (G. Classick), Manchester. 
West Prize 
Stone, K. B. (H. A. Beale), Birmingham. 
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Final ныг: November 1952 


The chairman of the Examination Committee reported 
that a candidate in the November 1952 Final examina- 
tion had been found to be in possession ‘of notes in 
the examination room during one of the papers and 
that the Examination Committee had, after inquiry, 
disqualified this candidate and informed him that he 
would not be allowed to present himself for. examina- 
tion on any subsequent occasion. 


Practice while Serving under Articles 


One application under bye-law 57 for permission to 
practise while serving under articles was acceded to. 


Articled Clerks Engaging in Other Business 


One application under bye-law 57 from an articled 
clerk to engage in other business during his period of 
service under articles was acceded to. 


Reception at the Royal Festival Hall 


To mark the Coronation of Her Majesty Queen 
Elizabeth II, a reception will be held by the Institute 
at the Royal Festival Hall on the evening of Wednesday, 
July 8th, 1953. Further particulars will be sent to all 
members in April 1953. 

Members overseas who may wish to attend are 
invited to supply the secretary with an address in this 
country. 

Appointment to Committee 


Mr E. Duncan Taylor was appointed to fill the 
vacancy on the Investigation Committee caused by 
the resignation of Mr H. Crewdson Howard. 


Resignations from Council 


The resignation of their membership of the Council 
of Mr William Roberts MacGregor, Е.С.А., Liverpool, 
and Mr Thomas Alexander Lacy Thompson, р.5.0., 
M.C., B.A., A.C.A., Newcastle upon Туле, was received 
with very much regret. Mr MacGregor had been a 
member of the Council since 1936, was a past chair- 
man of the Finance Committee and had served on the 
Investigation, District Societies and General Purposes 
Committees. Mr Lacy Thompson had been a member 
of the Council since 1951 and had served on the 
Applications, Finance and Parliamentary and Law 
Committees. 
Election to the Council 


Mr William Wallace Fea, B.A., A.C.A., Smethwick, 
was elected a member of the Council-to fill the vacancy 
caused by the resignation of Mr Ernest Evan Spicer, 
F.C.A., London. 


Lord Mayor's Fund for National Flood and 
Tempest Distress 
The Council decided that а donation of 250 guineas 
be made by the Institute to the Lord Mayor's Fund 
for National Flood and Tempest Distress and that 
approval be asked from the members of the Institute 
at the annual meeting in 1953. 


Bankruptcy Rules, 1952 
The Council authorized the publication of the following 
Statement: 


While the Bankruptcy Rules were being revised and 
consolidated, the Council made representations to the Lord 
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Chancellor regardin 


specified in Appendi 
for accountants’ 


the out-of-date nature of the scale, 
3 of the Bankruptcy Rules, 1915, 
charges where the employment of an 


accountant had been duly sanctioned. In reply to the. 


representations, the Council was informed that it was 
proposed not to revise the scale but to omit it altogether. 

e Council considered that this would be satisfactory, as 
it would remove a scale which has operated to the detri- 
ment of the accountant in those cases where his charges 
have been taxed. The Bankruptcy Rules, 1952 (S.I. 1952, 
No. 2113 (L.14)) operative from January rst, 1953, have 
now been published and Appendix 3 no longer contaihs 
any scale of accountants’ charges. 


. Companies Liquidation Account: Poundage 
on Withdrawals 


The Council authorized the publication of the following 
statement: \ 

In November diet the Council decided to approach the 
Board of Trade а view to obtaining a reduction in the 
ad valorem duty of 3d in the £ on the amount of any with- 
drawal from the Companies Liquidation Account, par- 
ticularly in view of the absence of any üpper limit and in 
consequence the considerable poundage cost incurred in 
‘liquidations where substantial amounts have to be paid 
into the Companies Liquidation Account. The Council is 
pleased to note that the Companies (Board of 'l'rade) 
Fees Order, 1952, was made on December 4th, 1952, to 
come into operation on: December rsth, 1952, under 
which the poundage remains at 3d in the £ up to £5,000 
and thereafter becomes 144 in the £ with a maximum of 
£500 poundage in any one liquidation. 


. Royal Commission on Taxation of Profits 
| and Income 
The Council authorized the submission of a second 
supplementary memorandum to the Royal Commis- 
sion on Taxation ој Profits and Income. The submis- 
sion of the first supplementary memorandum was 


i 


reported in The Accountant of November 15th, 1952, 


page 590. Copies of both the supplementary memo- 
randa will be supplied, without charge, to any member 
of the Institute who may wish to apply for them, so 
„long as the limited stock is available. 


Certificates of Practice etc. 

Jt was resolved: 

(1) That certificates of practice be issued to the 
following fifty-four associates who have commenced 
to practise: 

Allan, William Arnold; 1951, A.C.A.; (Joseph Miller & 
Co), 28 Mosley Street, Newcastle upon Tyne, 1. 

Allen, James Alan Sandem D,F.M.; 1950, ACA 
(*Bishop, Fleming, Allen & & Čo), 10 The Quay, Dart- 
mouth; also at Torquay (*Bishop, Fleming & Co). 

Arnold, John Albert; 1952, А.С.А.; 58 Victoria Street, 

| London, SW, and at Wimbledon. d 
lBarnett, Harry; 1950, A.C.A; 130 Palmerston Road, 

London, N22 
Black, John Kennedy; 1950, A.C.A.; (*Cole, Dickin & 

Hills), 18 Essex Street, Strand, London, WC2, and at 

Rushden and St Neots (Hunts) also at Falmouth, 

Grimsby and Sleaford (Cole, Dickin & Hills). 

Bond, Alan Martin; 1949, A.C.A.; (Percy Mason & Со), 
32 Queen Anne Street, Cavendish Square, London, Wr. 

Casey, Ronald; 1949, À.C.A.; (Knox, Cropper & Co), 
Spencer House, South Place, London, ЕС2. 

Charlton, Gordon Henry, СВА, M.C; 1972, ACA; 
CG. Carlisle & Partners), то Coleman Street, London, 

2. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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{Coplowe, Eric; 1952, A.C.A; 195 Lewis Buildings, l 
Amhurst Road, London, E8. 

Croft, William Alan; 1951, A.C.A; (*Billsons, Cullen & 
Co), 4 Lloyds Avenue, London, EC3. 

Daynes, John; 1947, А.С.А.; (C. M. Merchant & Son), | 
"Savings Bank B uildings, Bank Street, Bury. 

Fawkner-Corbett, Rayrnond Victor; 1950, А.С.А.; (Drury, 
Thurgood & Co), Dashwood House, 69 Old Broad Street, | 
London, ЕСг. 

Fletcher, Frank Moncrieff; 1921, A.C.A.; (F. M. Fletcher 
& Co), 77 Beresford Road, Cheam, Surrey. 

ТЕох, Ivor Michael; 1952, ACA; 3 Mountview Court, 
Green Lanes, London, N8. 

George, William; 1926, A.C.A.; 156 Orton Road, Carlisle. 

Glossop, Kenneth Horsfield; 1949, A.C.A.; (W. G. Hawson, 
"Wing & Co), Hartshead Chambers, Sheffield, 1. 

Green, Michael Howson; 1950, A.C.A; (Burnett, Swayne 
& Co), 11 Westwood Roa Southampton. 

Hammerton, Leslie Charles; 1940, А.С.А.; (Stead, Taylor 
& Stead), то The Temple, Dale Street, Liverpool, 2. 
Harris, Walter Arthur; 1944, A.C.A.; (Murray, Smith & 
Co), Bridge House, Northwich, Cheshire, and at Winsford, 
Harrocks, Denis; 1949, A.C.A.; (Eric S. Browne & Co), 
Central Buildings, 41 North ‘John Street, Liverpool, 2. 
Higgison, John Michael; 1947, A.C.A; (Fenty Malpas & 

Son), 5 Hill Street, Park Street, Bristo 

Isaac, Brynley Elved; 1952, A.C.A.; (Bryn E. Isaac & Co), 
16 Woodville Road, Ealing, London, Ws. 

tJeavons, Norman; 1949, A.C.A.; (Jeavons | & Co), 1 
Elwell Street, Wednesbury, Staffs. 

Jehring, Peter John Yarington; 1951, ACA: (Morison, 
Rutherford & Co), 20 Eastcheap, London, EC3. 

Jones, Bernard Alan, B.A.(COM.); 1949, А.С.А.; (Burne, 
Phillips & Co), 207 Deansgate, Manchester, 3. 

Jones, William Caerwyn; 1951, A.C.A; (Holyoak, Evason 
& Co), Bank Chambets, Mardol Head, Shrewsbury. 

Leach, Anthony John; 1950, A.C.A.; (Thorne, Widgery & 
Co), All Saints Ch ambers, Eign Street, Hereford. 

ÍLewin, Charles Victor; 1950, A.C.A; 112 Broomgrove 
Gardens, Edgware, Middlesex. 

ILipman, Solomon; 1952, A.C.A; (Harris Lipman & 
Co), 82 Harold Road, Upton Park, London, E13. 

Lister, George Edwin; 1937, A.C.A.; (Wheawill & Sud- 
worth), 35 Westgate, Huddersfield, and at Leeds and 
London. 

Littlewood, Кеппећ Herbert; 1951, A.C.A; (У. С. 
Hawson, "Wing & Co), Hartshead Chambérs, Sheffield, I. 

Lloyd, Michael Bladon; 1949, A.C.A.; (Squiers & Co), 
King's Court, 115 Colmore Row, Birmingham, 3. 

Makin, Michael Ian; 1951, A.C.A.; (*Cole, Dickin & Hills), 
18 Essex Street, Strand, London, WCz, and at Rushden 
and St Neots (Hunts); also at Falmouth, Grimsby, and 
Sleaford (Cole, Dickin & Hills). 

Miller, Reginald Frank; 1950, ACA; тз Kingston | 
Road, Ilford, Essex. 

Morcom, Richard Hugh; 1950, A.C.A.; (Davies, Son & 
Simmonds), 14 & 15 Coleman Street, London, ECa, 
and 52 & 53 Crutched Friars, London, EC3. | 

Mudd, Clarence Herbert; 1945, А.С.А.; (T. Н. Jackson | 
& Co), Ryedale House, 5 Church Street, Kirbymoorside. 

INicholson, Herbert Delabere; 1929, A.C.A; (Н. D. 
Nicholson & Co), Hoe Farm Cottage, Flansham, Nr. 
Bognor Regis. 

Parlett, Stanley Charles; 1952, А.С.А.; (Saffery, Sons g 
Co), 1 Union Crescent, Cecil Square, Margate. 

elon gyu Stanley; 1952, А:С.А.; 10 Coppice Way, 
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ет. oe bik Alexander; 1951, А.С.А.; (Alexander Perry 

o), 40 St Thomas Road, Brentwood, Essex. 

Pool, Kenneth Francis; 1932, A.C.A; (Richards, Pool & 
e 39А gA Park Row, Nottingham. 

Raw, Thomas Spensley; 1952, A.C.A.; (E. W. Hammond & | 
Со), Monument Chambers, Prebend Row, Darlington. | 
Reay, William Robert; 1952, А.С.А.; (Joseph Miller & | 

Со), 28 Mosley Street, Newcastle upon Tyne, r 


February 14th, 1953 


Reed, Anthony Talbot; 1950, A.C.A; (Morrish, Walters 
x Eun Provincial House, 98-106 Cannon Street, London, 

4 
Robinson, Harry James; 1950, A.C.A.; (Morrish, Walters & 
Co), Provincial House, 98-106 Cannon Street, London, 


C4. А 

Rollings, Geoffrey Gordon; 1952, A.C.A.; 23 Queen Street, 
Neath, Glamorgan. 

Smalley, John; 1950, A.C.A.; (Bolton, Pitt & Breden), 
27 Clement’s Lane, Lombard Street, London, ЕС4. 

Warrington, George Donald, B.SC., в.5с.(ЕСОМ.); 1933, 
A.C.A.; (Wheawill & Sudworth), 35 Westgate, Hudders- 
field, and at Leeds and London. 

IWheeler, Leslie Stephen; 1933, А.С.А.; 132 Maida Vale, 
London, Wọ. 

Wilkinson, Richard Poynton, в.А.; 1952, A.C.A.; (Burne, 
Phillips & Co), 207 Deansgate, Manchester, 3. 

Wood, Ronald Harland; 1943, A.C.A.; (Watson, Wood & 
Co), 8 Duke Street, Bradford. 

fWoods, Iris Lily; 1948, A.C.A.; 163 Eastworth Road, 
Chertsey, Surrey. 

Worth, John Howard; 1952, А.С.А.; (Mellor, Snape & 
Co), тов Witton Street, Northwich. 

Young, Kirkpatrick Lee, т.р.; 1938, A.C.A; (Farrow, 
Bersey, Gain, Vincent & Co), 53 New Broad Street, 
London, EC2, and at Southend-on-Sea. 

(2) That thirty-two associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 31). 

(3) That one associate be elected to fellowship 
under clauses 6 and 31 of the supplemental Charter 
(bye-law 31). 

(4) That one applicant, be admitted as an associate 
under clause 9 of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 
membership before February 17th will appear in The 
Accountant of February arst. 


Reversion to Associate 
The Secretary reported that Mr William Francis 
Nelson Watkins, F.c.a., Ludlow, had reverted to an 
associate under clause 7 of the supplemental Royal 
Charter. 

Registration of Articles 
The Secretary reported that 114 articles of clerkship 
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were registered during the month of January 1953 ав 
compared with 119 in the previous January. 


Resignations 
The Secretary revorted the resignations of: 
Mr Thomas William Baird, ғ.С.А., London. 
Mrs Naomi Bedworth, a.c.a., Leeds. 
Mr George Cyril Edwards, Kidderminster. 
» William John Gabb, a.c.a., Durban. 
» Gordon Douglas McKinnon Graham, R.D., A.C.A., 
Watford. 
» Roy Livingstone Holmes, А.С.А., London. 
» Oscar Barnett Meyer, A.C.A., Hove. 
» Daniel Haines Steele, B.A., A.C.A., Chislehurst, Kent. 


Deaths of Members 
The Council received with regret the Secretary’s report 
of the deaths of the following members: 
Mr John Benson, F.c.a., Newcastle upon Tyne. 
» James Malcolm Bradnam, A.C.A., London. 
» Sidney Joseph Burford, O.B.E., A.C.A., London. 
» Arthur Butterfield, A.C.A., Manchester. 
-,, Maurice George Chant, F.c.a., London. 
» Hubert Crampton, M.C., А.С.А., London. 
» Ernest Crook, А.С.А., Preston. 
» Geoffrey Dodd, a.c.a., Prestatyn. х 
„ Gilbert Stanley Farebrother, F.c.a., London. 
» Leonard Richmond Glass, A.C.A., Bradford. 
» John Lee Holt, a.c.a., Manchester. 
» Douglas Johnston, F.c.a., Woking. 
» William Jones, A.C.A., Cradley Heath. 
» William Frederick King, о.в.Е., F.c.a., London. 
» William Laing, a.c.a., Florida. 
» Peter Lindsay Megarry, A.C.A., Valparaiso. 
» Harry Mercer, A.C.A., Rio de Janeiro. 
» Samuel Sassienie, Е. c. A., London. 
» Frederick Kinnear Webb, F.c.A., London. 
» James Harry Webb, ¥.c.a., London. 


Mr J. Kraayenhof 
Mr J. Kraayenhof, a Past President of the Nederlands 
Instituut van Accountants, who is on a visit to this 
country, was received by the Council after the con- 
clusion of its meeting. The Vice-President extended 
to him a hearty welcome to which Mr Kraayenhof 
suitably replied. | 


FINDINGS AND DECISIONS OF THE DISCIPLINARY 
COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing 
held on January 7th, 1953. 


А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
John Pilling Shannon, А.С.А., was in the month of 
October 1952 convicted at the Assizes for the County 
of Cornwall of divers offences of embezzlement, so 
as to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint against John 
Pilling Shannon, A.C.A., had been proved and the 
Committee ordered that John Pilling Shannon, 
A.C.A., whose last registered address was 1 Trevarthian 
Road, St Austell, Cornwall, be excluded from 
membership of the Institute. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
Henry Alfred Capper, ғ.С.А., had been guilty of an 
act discreditable to a public accountant and a member 
of the Institute within the meaning of Clause 21, 


sub-clause (3) of the supplemental Royal Charter, 


in that he between March 1950 and May 1952 mis- 
appropriated funds belonging to a client во as to 
render himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint against Henry Alfred 
Capper, F.c.a., had been proved and the Committee 
ordered that Henry Alfred Capper, F.c.a., be ex- 
cluded from membership of the Institute. 
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NOTES AND NOTICES 


Personal 

Mr Коглмр E. OSBORNE, F.C.A. (ROLAND OSBORNE 
& Co) and Mr Jonn К. WARD, F.C.4., announce 
that as from January ist, 1953, they have amal- 
gamated their respective practices. The joint practices 
will be carried on at 3 26:306 Oxford Street, London, 
Wh; under the name of Озвокме, Warp & Co. 

. . Messrs Јонм MITCHELL & Co, Accountants and 

Auditors, of 51° Grainger Street, Newcastle upon 
Tyne, 1, announce that Mr Јонм MITCHELL, F.C.R.A., 
F.C.LS., founder of the firm, who has been in practice 
thirty-three years, retired on December 31st, 1952. 
The practice will continue to be carried on by the 
remaining partners, Mr J. WILLEY, A.C.A., А.8.А.А., 
and Mr Агав К. CHAPMAN, A.S.A.A., under the style 
of Joux MITCHELL & Co, Incorporated Accountants, 
at the same address. 

‘Messrs CRovpoN & Kine, Incorporated Account- 
ants, of 7 Grosvenor Gardens, London, SW1, 
announce that Mr W. J. SoPER, Е.5.А.А., retired 
from the partnership as from January 31st, 1953, 
and that the practice will be continued under the 
same name, and at the same address, by the remaining 
partners. 

Messrs Lang, Herwoop & Co, of Botolph 
Chambers, 119 Bishopsgate, London, EC2, announce 
that with effect from January 1st, 1953, Mr H. 
PREVEZER, A.C.A., was admitted to the partnership. 
The style of the firm remains unchanged, 

Mr Пау С. Ѕмттн, F.C.A., practising under the 
. firm name of RAWLINSON, HARGREAVES, SMITH & 
Woon, Chartered Accountants, at 7 Grimshaw Street, 
Burnley, and 12 Exchange Street, Manchester, 
announces that as from February ist, 1953, he has 
been joined in partnership by Mr James L. Моор, 
A.C.A., and Mr WILLIAM COLLINGE, A.C.A., who have 
been associated with the firm for over twenty years. 
The style of the firm will remain unchanged. 

‘Messrs James WaTSON & Son, Chartered Account- 
ants, of Lloyds Bank Chambers, Lowther Street, 
Carlisle, announce that Mr E. W. GLAISTER, F.C.A., 
who has been associated with the firm since 1904, 
has for reasons of health retired from the practice. 
The practice will be continued by the remaining 
partners, Mr J. SHARP, r.c, Mr Т. Dowe t, 
Е.С.А., and Mr J. M. GLAISTER, F.C.A., from the same 
address and under the same nàme as heretofore. 

Mr Wo. NEAL, F.A.C.C.A., F.C.LS., practising аз 
Puitties ё Co at 56 Church Street, Sheffield, т, 
announces that he has now opened an office at 
Hope House, Great Peter Street, London, SW1. 

By mutual arrangement, as from January tst, 1953, 
Mr Franx E. Price has resigned from the firm of 
ALBAN & LAMB and has become a partner in the 
firm of ARTHUR CoLLINS & Co, of 13-14 Dartmouth 
Street, Westminster, SW1, and Royal Chambers, 
High Street, Newport, Mon. 


"Obituary. 


ЈОЗЕРН SURTEES BRITTAIN, F.C.A., F.S.A.A. 
We have learned with regret of the sudden death in 


London, on February 5th, of Mr J. S. Brittain, 


F.C.A., F.&.A.A., а partner in the firms of Turquand, 
Youngs & Co, chartered accountants, and Arthur 
Andersen, Turquand, Youngs & Co. 

Articled to his father in the firm of Brittain & 
Brittain, Newcastle upon Tyne, Mr Brittain became 
an Associate of the Society of Incorporated Account- 
ants and Auditors in 1908. In 1912 he went to 
Singapore as a member of the firm of McAuliffe, 
Davis & Hope, shortly afterwards becoming the 
resident partner there. Returning to this country 
in 1922, he remained with McAuliffe, Davis & Hope 
until they amalgamated with Turquand, Youngs & 
Co in 1938. Mr Brittain was admitted an Associate 
of 'The Institute of Chartered Accountants in England 
and Wales in 1939 and was at once taken into partner- 
ship in the firm of Turquand, Youngs & Co (then 
Turquand, Youngs, McAuliffe & Co) and, on its 
formation, in Arthur Andersen, Turquand, "Youngs 
& Co. 

Up to the last Mr Brittain, who was a man of 
outstanding ability, was very active in the affairs of 
his firms, and he will be very much missed by his 
partners in this country and oversea, and by the 
many clients who so valued his unfailing interest, 
wide experience and sagacious advice. 


Incorporated Accountant nominated 

Chairman of London County Council 
Mr Arthur E. Middleton, J.P., Е.8.А.А., a senior 
partner in the firm of Cole, Dickin & Hills, of 
London, and a member of the Council of the-Society 
of Incorporated Accountants and Auditors, has been 
nominated chairman of the London County Council, 
Mr Middleton, who is an alderman, has been a | 


: member of the London County Council since 1942, 


and as chairman during Coronation year will receive 
the Queen at County Hall on July 6th. : 

He is a director of several companies and was a 
member of the Royal Commission on the Press, 
1947-49, being concerned with the investigation 
made by the Commission into the financial structure 
of the Press. 


Stamp-Martin Chair of Accounting 
Inaugural Lecture 

We are asked to announce that the inaugural lecture 
of Professor Е. Sewell Bray, F.c.a., F.S.A.A., the first 
holder of the Stamp-Martin Chair of Accounting 
recently established by the Society of Incorporated 
Accountants and Auditors, will be delivered at Incor- 
porated Accountants' Hall, Temple Place, Victoria 
Embankment, London, WC2, on Tuesday, March 
17th, at 5 p.m. and not (as stated in the current 
issue of Accountancy) on February 17th. 
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London and District Society- of Chartered 
Accountants 


The third and final lecture in the series ‘An approach 


to management accounting’ is to be given at 6.30 p.m.- 


next Tuesday in the Oak Hall of the Institute, when 
Mr A. P. Ravenhill, r.c.a., will speak on ‘Forecasting’. 


DINNER AND DANCE 


The first dinner and dance of the London and 
District Society of Chartered Accountants since 
before the war, was held at The Park Lane Hotel, 
London, W1, last Monday. The Chairman of the 
Society, Mr Douglas A. Clarke, LL.B., F.c.a., with 
Mrs Clarke, Mr T. B. Robson, M.B.E., M.A., F.C.A., 
President of Тће Institute of Chartered Accountants 
in England and Wales, and Mrs Robson, received the 
company of 300. 

Sir Harold Howitt, с.в.в., D.8.0., M.C., F.C.A., a past 
President of the Institute, and Lady Howitt, were among 
those present, and the guests of the Society were Mr I. A. Е, 
Craig, O.B.E., B.A., Secretary, The Society of Incorporated 
Accountants’ and Auditors, and Mrs Craig; Mr Derek du 
Pré, Editor, The Accountant, and Mra Derek du Pré; 
Mr T. Lister, M.A., C.A., Chairman, London Local Com- 
mittee of The Institute of Chartered Accountants of 
Scotland, and Mrs Lister; Mr A. S. Maclver, M.C., ВА., 
Secretary of the Institute, and Mrs Maclver. р 

There were no speeches and dancing continued 
until 1 o’clock. There is no doubt that the success of 
this delightful evening was even greater than that of 
previous similar functions. 

The chairman, committee and the hon secretary, 
Mr J. W. С. Cocke, T.D., M.A., A.C.A, are to be 
warmly congratulated on the admirable results of 
their work. | 


The Chartered Accountant Students’ Society 
of London 


The first of the Society’s West End meetings in the 
current session will be held at 5.30 p.m. next Monday, 
when Mr С. Godfrey Phillips, с.в.к., will give an 
address on ‘Companies: meetings and репега! con- 
duct of the company’s business’. The chair will be 
taken by Sir Russell Kettle, F.c.a. 


East Anglian Society of Chartered 
. Accountants 


The joint tuition committee of the East Anglian 
Society of Chartered Accountants is organizing a 
residential tuition course for students to be held in 
Norwich from Monday afternoon, March 23rd, to 
Saturday morning, March 28th, inclusive. The 
course wil! be held at the Assembly House, Norwich, 
and a full programme of lectures by professional 
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tutors has been arranged. Ап invitation is extended 
to both Intermediate and Final students in any area 
to attend this course and full particulars can be 
obtained on application to the Hon Secretary, Mr H. 
Robinson, Е.С.А., Elm House, 4 Elm Hill, Norwich. 


'The Institute of Internal Auditors, New York 
LONDON CHAPTER 


А well-attended dinner meeting of the London 
Chapter was held at The Kingsley Hotel, London, 
WCr1, on Wednesday, February 4th, when papers 
were presented by three members: Mr-A. H. Abbot 
on ‘Control and audit of transport costs’, Mr J. R. 
Robinson, a.c.a., on ‘Investigation of contracts’, 
and Mr J. R. Tait, c.a., on ‘Security’. 

Mr A. L. Watson, President of the London 
Chapter, presided at the meeting and all three papers 
stimulated interesting discussions and contributed to 
a most successful evening. 


The Nottingham Chartered Accountant 
Students’ Society 


The annual dinner dance of The Nottingham Char- 
tered Accountant Students’ Society was held at The 
Black Boy Hotel, Nottingham, on Friday, February 
6th. Mr C. W. Bingham, F.c.a., President of the 
Society, presided, and among the guests present 
were Mr E. P. Broome, F.c.a., President of the 
senior Society, and Mr Р. Е. Granger, F.c.a., а 
member of the Council of the Institute. Messrs 
P. R. Hannah and B. W. Sutherland, A.C.A., acted as 
M.C.s during the evening. А donation from the 
dance proceeds is being sent to the Lord Mayor of 
London's Flood Disaster Fund. : 


The Institute of Actuaries 


. An ordinary general meeting of the Institute of 


Actuaries is to be held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, EC2, on 
Monday, February 23rd, at. 5 p.m., when Mr M. E. 
Ogborn, F.1.4., will submit a paper entitled ‘On the 
nature of the function expressive of the law of human 
mortality’. | 

Members may bring guests and tea will be served 
from 4.30 p.m. in the members’ lounge. 


Our Contemporaries 
SECRETARIES CHRONICLE. (January.) 


ACCOUNTANT. (T'oronto.) 
(January.) ‘A Business-Survey Approach to Auditing’, 
by Glen E. Martin, С.Р.А. 





Telephone: Victoria 2002 (3 lines) 





Etc. 
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` The Chartered Accountants’ Hockey Club 


MEMBERS 3, ARTICLED CLERKS 3 
In a keenly contested hockey match at The Old 
Deer Park, Richmond, on Wednesday, February 4th, 
the members and articled clerks drew at three goals 
each, so that in the series up to date each side has 
won one match, with one drawn. 

The members settled down very quickly after 
the start and soon took the initiative. Within the first 
fifteen minutes, they had scored three goals through 
G. С. A. Saulez, К. G. Purnell and S. J. Titcomb. 
However, under the leadership of P. C. Kay in the 
second half, the articled clerks rallied and with the 
forward line playing a great team game, C. P. 
Mahne went through on three occasions to prevent 
the members from winning a game which, at half- 
time, appeared to be at their mercy. 

The teams were as follows: 

MzMnERS XI. – Goal: J. H. Mitchell (Zurymen). Backs: 
W. L. Rowland (Purley), D. A. Tripp (captain) нану 
Halves: J. D. Liggatt (Broxbourne), G. G. A. Saulez (Hawks 
I. Liddington (Reigate). Forwards: ри РИ Inglis (Richings 
Park H.C.), S. J. Titcomb (Burgess Hill), C саб. Меггітап 
(Reigate), К. С! Purnell (Blackheath), P. Gaastra Reigate). 

ARTICLED CLERKS XI. — Goal: J. S. Kinross (Old Alden- 
' hamians). Backs: P. С. Kay (captain) Ga): P. H. 

Russell Smith (West Herts), Halves: А. Stoughton- 
Harris (Hawks), A. R. Tunnicliffe (Surbiton), P. D. Knox 
Reigate). Forwards: J. A. Hume (Barnet H.C.), J. M. Mann 
Hawks), C. P. Mahne (Mid-Surrey), B. G. Henderson 
Burgess Hill), E. C. Harris (Blueharts H.C.) 


Our Weekly Problem 
No. 57: THE ViLLAGE Post OFFICE . 


Mr L. U. Sidate was spending the week-end with 


his brother deep in the West Country. He was 
delighted to find an old-world village where they 
still had some sheets. of the old stamps before the 
colours were changed. He asked for the same number 
of stamps of two colours of both ancient and modern 
varieties and handed over two half-crowns. The 
post-mistress found her pince-nez, made some calcu- 
lations on the counter, and handed him the stamps 
and one and three-pence. 

What were the two colours? 

The answer will be published next week. 


ANSWER то Мо. 56: THE PROFIT OF THE YEAR 


If the average from January to November was 9x the 
average ebruary to December was 10x and December 
was 27x. 


Total profits January to November 99x: 
Total profits February to December 110% 
Profits for December less January == rix 
Therefore January = 16x == 400 
х == 25 
and December = 27x = 675 
Total profit for the year is thus £3,150. 
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TWENTY-FIVE YEARS AGO 
From Uhe Accountant or FEBRUARY 18TH, 1928 
` Pretending to be a Solicitor 


We notice in the Press the report of a case at a 
provincial Police Court where a Chartered Accountant 
was fined 20s. for falsely pretending to be duly 
qualified to act as a solicitor contrary to Section 12 
of the Attorneys and Solicitors Act, 1874. It appears 
that the accuracy of an account claimed by one of the 
clients of the defendant was being disputed by a 
debtor, to whom the: defendant ultimately wrote as 
follows:—''Dear Sir,—In reply to the letter of the 
Ist inst., I beg to state that my client cannot possibly 
reduce the account any further, and unless the - 
account is forwarded to my office at the above address 
by Friday, gth December, I shall be compelled to 
issue a writ for same—Yours faithfully, Ме 
think every experienced Chartered Accountant will 
at once recognise that the closing sentence of this 
lett€r, even though written under the printed heading 
of a Chartered Accountant, was exceedingly in- 
judicious, because in the present state of the law the 
only persón entitled to issue a writ is the actual 
plaintiff or his solicitors. 


SEVENTY-FIVE YEARS AGO 
From Uhe Accountant or FEBRUARY 16TH, 1878 
Closing sentences of a ' Note in Passing! entitled: 
Pettifogging Fellows 


. The distinction herein drawn, of which the Law 
Times approves, is clearly that between genuine 
accountants and pettifoggers. But our contemporary 
does not endorse with equal energy the statement that 
solicitors, as a rule, know nothing of accounts. It is 
a matter of public notoriety that whenever they do 
meddle with figures they muddle them; but this they 
will not readily admit, because they like to continue 
the fiction that they tolerate accountants from some 
other motive than an inability to do without them: 
The Law Times, however, contents itself with saying, 
with much condescension, that if any body of 
accountants ‘‘will adopt steps to take in hand ‘certain 
pettifogging fellows’ who under the style of ‘account- 
ants’ are constantly, and in large numbers, en- 
croaching upon professional rights all over the 
country, such a society will render. great service to 
the public as well as to the ‘solicitors’ profession.” 
As if the journal thus speaking did not know of several 
large and important societies of accountants which 
have long been doing, and doing well, the work now’ 
pointed out as though for the first time. ! 
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THE ROYAL COMMISSION 


THE INSTITUTE’S FURTHER 
SUBMISSIONS 


E reproduce in this issue the first and second supple- 

\ Х mentary memoranda submitted by the Council of The 
Institute of Chartered Accountants in England and Wales 

to the Royal Commission on the Taxation of Profits and Income. 

As reported in our issue of July 26th, 1952, the Institute’s 
representative gave oral evidence to the Commission on July 18th, 
1952, whén some criticism was levelled at the Institute’s sub- 
mission that profits from business activities carried on oversea 
should be taken out of Cases І and П of Schedule D and should 
be assessed on the remittance basis. This submission, which con- 
stitutes paragraph 46 of the Institute's original memorandum on 
Part B of the heads under which representations were invited, was 
reproduced on page 301 of our issue of March 22nd, 1952. 

The criticism fell largely under two heads, the high cost of the 
concession in terms of tax lost, and the opportunities which it 
would give for manipulation. As the Council points out, the latter 
objection applies equally to that income which always has been 
taxed on the remittance basis. Moreover, a high proportion of 
oversea profit would in any case be on the remittance basis but 
for the highly artificial rules as to the residence of companies and 
as to the place where they are deemed to carry on business. Before : 
the passing of Section 36 of the Finance Act, 1951, a company 
operating abroad could easily move its residence out of England — 
а much more serious step than manipulating remittances. 

It is the contention of the Council of the Institute, and of many 
others who have British economic prosperity at heart, that this 
highly repressive legislation, now contained in Section 468 of the 
Income Tax Act, 1952, should be repealed. Added point is given 
to this by the final communiqué of the Commonwealth Economic 
Conference issued last December, which among other things 
placed on record the determination of the United Kingdom 
Government to maintain and increase the flow of capital from 
London for sound development throughout the Commonwealth. 

However, the Council’s first supplementary memorandum, which 
was issued in November of last year to deal with the criticisms, 
includes an indication of ways of combating evasion should the 
remittance basis be adopted. This memorandum reiterates 
the submission and contains detailed recommendations as to how 
remittances should be computed for tax purposes, recommenda- 
tions directed not to increasing tax yield but to stimulating 
capital purchases in this country for use abroad and to enabling 
oversea companies to repay capital borrowed in the United 
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Kingdom without incurring heavy tax liability. 

The passing of the Finance Act, 1952, brought 
extensive modifications to the law governing the 
taxation of business profits. The Council’s second 
supplementary memorandum, which is dated 
February 4th, 1953, and is reproduced on pages 
217 to 226 of this issue, deals with that Act in 
so far as it affects the Council’s original submis- 
sions in Part B. 

~The main change was the introduction of the 
universally unpopular excess profits levy. The 
Council's own strictures on this tax, contained in 
paragraphs 391 to 396, are the quintessence of all 
that has been said against .it.. The Council 
expresses itself ready, if invited to do so, to supply 
the Commission with detailed-examples of hidden 
anomalies and inequities in the tax. It is to be 
hoped, however, that the Commission, of whose 
activities little has been heard. in the past six 
months, will not spend time going into compli- 
catéd technical points with a view to patching up 
the ramsbackle structure of the tax, but will re- 
coinmend the immediate abolition of the tax itself. 
^ Changes in the profits tax have caused the 
Council to’ recast their. memorandum under 
Head 22. Опе anomaly which has disappeared 
is the possibility of hardship when a large distri- 
bution charge is. made on a company in liquida- 
tion which has no large income-tax assessment 
against which to set the charge. Hericeforth the 
distribution: charge: in respect of pre-1952 non- 
distribution relief will be at half rate, without any 
deduction from the income-tax profit, thus in 
effect ensuring that the company receives the 
income-tax relief whether there is an income-tax 
assessment or not. For post-1951 non-distribution 
relief, the point cannot arise. 
^ The repercussions and implications of distri- 
bution charge, actual and potential, under the 
law as amended by the Finance Act, 1952, are 
exhaustively considered in paragraphs 410-415. 
There is an interesting statement in paragraph 411 
to the effect that the legislation relating to distri- 
bution charges is based on a fallacy, namely, that 
a company is able to retain the whole amount on 
which non-distribution relief is given. Successive 
Finance Acts in recent years have certainly 
reached a state of confusion that would make 
them a music-hall joke if music-hall audiences 
could understand them, but it may well be that 
inthis case the draftsman did realize that the 
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amount available for distribution could never be 
as great as the taxable profit unless other funds 
were available to pay such necessary expenses a3 
the profits tax itself. The cardinal feature is that. 
the basic rate is 223 per cent of chargeable profit. 
Non-distribution relief, conceived in a time of 
inflation, was designed to discourage companies 
from increasing inflationary pressure by distri- 
butions to their shareholders, and was not 
primarily concerned with the origin of the funds 
from which these distributions might come. The 
computation of the relief is largely arbitrary. It 
is given.on the excess of chargeable profit over 
arbitrarily computed ‘net relevant distributions’. 

It would have been more logical perhaps to 
reduce the profit for this purpose, since not all 
of it is really available for distribution, but that 
would have been more unpopular as it would 
reduce the relief in the first place, which is worse 
than-having the relief subject to a contingent | 
liability to return it. 

On the other hand, it might be argued ‘hae 
where there are accumulated pre-1947 profits, or 


:non-taxable capital profits, the temptation #0. 
‘distribute is so much greater that it should be. 


met by granting more relief than the existing 
formula allows. The real complaint is surely that | 
the basic rate of 223 per cent is itself too high and 
that this fact is masked by complicated non-' 
distribution relief provisions, which are not so 
generous as they at first sight-appear. 

The new memorandum points out that for 
excess profits levy purposes, interest, annual pay- 
ments and the like to directors of director- 
controlled companies are not ‘disallowed. It 
submits that the same principle be applied to 
profits tax. The Council does well to attack this 
quite indefensible discrimination which must, 
work very harshly, particularly when the ‘control- 
ling’ directors have no beneficial interest in their 
shares. Equally indefensible is the maximum of 
£2,500 for the highest paid director and {1,500 for 
other directors, not to mention the absurdly com- 
plicated legislation that this provision gives rise to. 

Another new submission (paragraph 425), is 
that Section 39 (3) of the Finance Act, 1947, 
should be replaced by a provision that a dividend 
from an oversea company liable to profits tax 
should be dealt with in the same way as an inter- 
company payment under Section 69 (3) of the 
Finance Act, 1948. 
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AN ANATOMY OF ACCOUNTING 


is considerable, very little of it is devoted 

to the problems connected with the con- 

duct and management of a professional practice. 
The approach of most writers has been either 
technical or philosophical, that is to say, they 
have concerned themselves with the actual 
methods of accounting and auditing or with the 
duties and obligations of the profession. to the 
society it serves and to the commercial and 
financial world in general. On the more down- 
to-earth domestic issues like the cost and conse- 
quences of putting upa brass plate, the gentle and 
delicate art of acquiring and retaining a clientele 
and of the many practical difficulties of running 
an office, there is a dearth of reliable reading. 
For this lacuna in the literature of the profes- 
sion, several perfectly good reasons may be 
adduced. One is that the accountant in practice 
is generally so much occupied with his clients' 
systems and affairs that he has little time to sit 
back and review his own, and certainly no time 
in which to write about them. Another is that 
ithe accountant claims no distinctive merits for 
his office routine other than that it is funda- 
mentally sound and, if not unduly strained, works 
‘moderately well. A third is that it is difficult to 
generalize in print about such affairs as no two 
systems are alike. Each tends to take on highly 
individual characteristics as the practice expands 
and as the ideas of successive generations of 
principals are superimposed on it. For informa- 
tion then on the internal organization of his 
Icontemplated practice, the young accountant has 
often had, up till now, to rely mainly — as an 
example or as a warning—- оп what he. has 
remembered of the methods used in offices 
known to him and on any original notions he 
may have had the opportunity and leisure to 
develop. In the future, these anxious prelimin- 
aries will be made very much easier because of 
the appearance this year of a monumental work 
of reference in which the whole subject of pro- 
fessional accounting is anatomized with the 
searching thoroughness which we have come to 
expect of America, the country from which the 
»ook emanates. The work will occupy two large 
volumes and the first of these — weighing four and 
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a half pounds — has just been produced. The 
second, of similar bulk, is promised for the spring. 
The division of the material into two volumes has 
been devised solely for the physical comfort of 
the reader and has no other significance. 
- The complete handbook will contain twenty- 
seven chapters, thirteen in volume I and the 
remainder in volume, II, each written Бу. an 
expert in the subject assigned to him. Much of 
the material used was obtained from professional 
firms or from individuals in practice, either by 
means of written statements or by interviews 
with the authors. Altogether, thirty firms and 
some hundreds of practitioners submitted one 
or more questionnaires, and several firms made 
available to the editor and authors full details 
of their systems of procedures together with 
copies of their manuals and relevant forms. This 
information was’ given gratuitously and without 
stint, and the services both of the members of 
the committee of the American Institute of 
Accountants which devised and carried the рго- 
ject through to completion and of the editor: and | 
authors were voluntary and unpaid. А 
The plan of the entire work, despite its mam- 
moth size, is quite straightforward.. The first 
chapter considers the. history and growth of the 
profession and the need for a clear understanding 
of its real objectives and responsibilities. Chapters 
two to six deal with the establishment and 
development of a practice under such headings 
as — building and keeping a clientele, partnership 
agreements, professional organizations and litera- 
ture, practical applications of professional ethics 
and legal responsibility and - civil liability. 
Chapters seven to twelve cover the whole gamut 
of office routine and records, discussing with 
equal authority and urbanity furnishings, filing 
and fees, procedures for correspondence and 
reports and the selection, training, remuneration 
and utilization of staff. Chapters thirteen to 
twenty relate to actual auditing and accounting 
services rendered to clients and review, inter alia; 
standards, principles, procedures, working papers, 
reliance upon internal control, the presentation 
of financial statements and report writing. The 


1 C.P. A. Handbook. Volume I. Edited by Robert L. Kane, 
Jr. American Institute of Accountants, New York. $18. .' 
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next five chapters embrace the specialized ser- 
vices rendered to clients in connection with 
taxation, the installation of costing and account- 
ing systems and investigations as well as con- 
sultative and advisory work. The last two 


chapters are addressed respectively to junior and. 


senior accountants and are intended to be guides 
as to their work and progress. 

The necessity for such a handbook is explained 
in the opening chapter. Since the turn of the 
century, the growth of the accountancy profes- 
sion in the United States has been phenomenal. 
In 1900 there were 243 certified public account- 
' ants; in 1940 there were 20,169, and in 1950 

38,104. It is estimated that by 1960 there will be 
60,000. The significance of this increase in 
numbers is that the profession has come to be 
regarded by American society as something more 
than “а police force to help regiment and disci- 
pline its economic activities'. Because of, firstly, 
the tremendous expansion of industrial enter- 
prise and the consequent development of large 
corporations; secondly, the increase of govern- 
ment influence on industry, especially in taxation 
and controls; and, thirdly, the necessity for 
increased productivity by means.of lower costs 
and higher standards of efficiency, accountants 
in the last few decades have had ample oppor- 
tunities to prove Јонм Locke's dictum that 
accounting is a business of reason, not of arith- 
metic. This they have done so convincingly in 
their associations both with business enterprise 
and with government administrations that, as 
the writer of this chapter truly asserts, it would 
not have been possible for the American nation 
to create 'the most productive industrial system 
the world has ever known’ without the co- 
operation of accountants in practice, in industry 
and in the public service. To maintain this proud 
reputation in the future, it is essential that the 
accountant in practice should be free to devote 
as much of his time as possible to the affairs of 
his client and to current accounting develop- 
ments. It is in order to enable him to do so by 
running his own office at the lowest cost and 
` with the minimum of personal supervision that 
this handbook has been conceived and executed. 
Аз mentioned above, the contents of volume I 
deal principally with the setting up of a practice 
and with office routine. The eleven chapters 
allocated to these two subjects are so compre- 
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- hensive that no synthesis could possibly convey 


the wealth of detailed information they contain. 
It is safe to say that every reader in professional 
practice who carefully studies them will look 
upon his own organization thereafter with a 
fresh and keenly critical eye and will almost 
certainly find something which could be simpli- 
fied and improved. Of the individual chapters, 
the two on staff selection and training and staff 
compensation and utilization will be of special 
interest and instruction not only to principals but 
also to clerks. The first of these chapters is 
illustrated with specimen application forms for 
employment and training and progress reports 
and an example of a personnel manual, from all- 
of which it would appear that matters concerning ! 
both the discipline and the welfare of staffs are 
much more closely defined in America than in this 
country. In the manual reproduced, it is laid 
down that the 'use of liquor' at lunchtime is 
absolutely forbidden and that excessive drinking 
may be a cause for dismissal. It is also stipulated 
that if one of the firm's accountants becomes a 
father, a gift of a savings bond will be made to 
the child by the partners who will also send 
flowers to the mother, a gesture as yet unthought 
of by the Welfare State. 

The chief impression obtained from a first 
perusal of the thirteen chapters of this volume 
of the handbook is of the combination of autho- 


rity, lucidity and continuity which the éditor 


and the authors have so happily managed to 
achieve. Many American (and, for that matter, 


English) professional and technical publications 


are so disfigured by jargon as to be almost un- 
readable. This new publication, however, imparts 
knowledge with dignity and style and the occa- 
sional colloquialism (how many English readers 
know what the American accountant does when 
he *hangs out his shingle'?) adds zest to the rare 
thrill of a first encounter with a work which is 
certain to be immediately recognized as an 
authority. Although written expressly for certified 
public accountants, by far the greater part of 
the text is universal in its application and it is a 
matter for thankfulness that, because of our 
common heritage of language, we in this country 
do not have to wait years for a translation. The 
second volume will be eagerly looked forward 
to and all the more so because it will contain a 
general index to the whole work.  . 
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THE FINANCE ACT, 1952 — XXXIII 
EXCESS PROFITS LEVY (CONTINUED) - 
Section 46 (2): Exclusion of Early Losses £ £ £ £ 
HE proviso to Section 46 (2) directs that па pem dux on Уто Š - 
where a company's business b after distributed profit 
January Ist, 1947, and its lom fur the Dr d (3) ©, 4 168 z z 2 
period from the relevant date to December 31st, Net dividends for the 
1951, exceed in the aggregate its profits over the period S d 1G) 1/009 - 169 2 
,4( , j 
same period, the excess is to be disregarded in Payment for. restric- 
computing under- and over-distributions. The TGP) e. (para; = = - ,500 
proviso is confined to computations for periods  Sur-tax borne (para. 
ending after December 31st, 1951. As the.com- — ' GE Sel: debo od: — y. - 
putation period must end twelve months before Totalunderpara.1(3) £1,100 £1,500 £1,200 £1,500 
the end of the chargeable accounting period, the Balance being: : £ £ £ £. 
relief is automatically excluded for the first Vnde profit 
chargeable accounting period, which cannot end ^ period oe 2,400 - 2,800 1,500 
later than December 31st, 1952. This restriction ee , И 
of the relief seems to be due rather to an error in Бона гла July Ree 
drafting than to deliberate policy. im ipe (Section T" = И g 


As it is not strictly necessary to compute 
excess profits levy profit for 1950 (since that year 
falls into neither a standard nor a chargeable 
accounting period) column 3, Example 20, could 


Example 20 (computation of undistributed profit) 


Standard years 1948 and 1949. 
Therefore relevant date July 1st, 1948. 
Accounts made up for each calendar year. 


























(1) (2) (3) (4) 
1948 1949 1950 195І 
£. £ £ £ 
E.P.L. profit 5,000 = 8,000 10,000 
Adjustment for initial 
allowances (para. 2 
(а), Tenth Schedule) ^ 2,000 1,000 _ 2,000 - 
£7,000 £1,000 £10,000 £10,000 
£. £ £ £ 
E.P.L. loss .. ~ 3,000 - - 
Adjustment for dis- 
allowed directors' 
remuneration (para. 
2 (b)) 1,000 1,000 2,000 4,000 
£1,000 £4,000 {2,000 £4,000 


Adjusted profit in ac- 











cordance with para. 

2 .. n M 6,000 . - 8,000 6,000 
Adjusted loss T" - 3,000 - = 
Half profit Я 3,000 - 4,000 3,000 
Half income-tax loss 

brought forward 

(para. 1 (2) (8)) 500 ~ - = = 
Total under para. 1 (2) £3,500 - £4,000 £3,000 





Net undistributed profit from July 1st, 1948, to Decem- 


· ber 31st, 1951 = (£1,200 + £2,800 + £1,500 — £1,500) 


= £4,000. 

This figure applies for the chargeable accounting period 
ended December “jist, 1952. If for that year there was 
undistributed profit of £2,000, this would be added to the 
£4,000, making £6,000, for the purpose of the chargeable 
accounting period ended December 3186, 1953. 
be shortened by starting with the profits tax profit 
plus franked investment income, and making the 
necessary adjustment for directors’ remuneration 
and, where appropriate, for long-term contracts 
and under paragraph 7 of the Ninth Schedule. 


Section 47: Transfer of a Going Concern - 
Effect on Standard Profit 
It has already been stated that all the businesses 
carried on by the same company are treated as 
one business for levy purposes (Section 37 (3)). 
It follows that the date on which its business was 
begun is the date of commencement of the first 
business it carried on. Where that first business 
was taken over as a going concern, the date of 
commencement is the date of such taking over, 
not the date of commencement of the business as 
such. Thus, in the ordinary way, the history of a 
business before the company acquired it is 
irrelevant for the purpose of computing the 
company's standard profits; the transferee’s 
standard is normally increased by a percentage 
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of the share or loan.capital issued in order to 
finance the purchase of the business. 

Section 47 and the Eleventh Schedule rodi 
this principle by providing, broadly speaking, 
that in certain cases the transferee company 
shall take over with the business the standard 
profits appropriate to that business. It is an 
essential condition that an existing business, 
ог part of it, shall have been taken over ‘as a 
going concern’. This is a question of fact which 
may cause difficulties in practice, for example 
where an investment company transfers some of 
its investments. Indeed it could be argued that 
although the holding of investments may be 
deemed, under Section 37 (2), to be a business, 
it cannot be a ‘concern’. Of course, the acquisi- 
tion of shares in a company owning a business 
does not constitute the acquisition of that 
business. . 

. In general the provisions of Section 47 apply 
only to transfers by companies to companies (in 
the extended sense of that word as used in these 
articles) but they are extended to a transfer by 
one or more individuals of the whole or sub- 
stantially the whole of a business to a company 
of which the transferor or his reJatives,, or. their 
heirs, have control. This will be dealt with later. 
For brevity the transfer of ‘substantially’ the 
whole of’ a business will be referred to as a 
transfer of the whole. 

Section 47 does not in any case apply to the 
transfer of any business to the National Coal 
Board, the British Transport Commission, the 
British Electricity: Authority, any Area Elec- 
tricity Board, the Gas Council or any Area Gas 
Board (Section 58 (x)). That section contains 
special provisions relating to the standard profits 
s nationalized industries. 


Section 47: Conditions Precedent 
Section 47 (1) applies the Eleventh Schedule 
Where: 

(а) the whole business of one company is 
` . transferred as a going concern to another; 
` and 
Ф) the business began before 1949} and l 
_ (c) the transfer took place d Janay Ist, 
. 1947; and , 
nu there was no substantial ен іп the 
«character ‘of Ње. busifiess ‘in the period 
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ending twelve d after the transfer’; 
and 

(e) the transferee either (i) fails to elect other- 

wise or (ii) is under common control with 
the transferor. 

Section 47 (2) applies the Eleventh Schedule 
where ‘the transfer is of only part of the trans- 
feror company's business. The same conditions 
are imposed except that where the transferor and 
transferee are not under common control the 
Eleventh Schedule does not apply unless they 
jointly elect that it shall. 

As Section 37 (3) treats all businesses of the 
same company as one business, it follows that 
the transfer of one of those businesses will 
normally constitute a ‘part’ of the transferor’s 
business for excess profits levy purposes. That 
individual business may have commenced after 
1948 but would not be excluded-by (4) above, 
provided the transferor’s main or first business 
commenced before 1949. 

Section 48 in certain’ circumstances extends 
the provisions of Section 47 to businesses com- 
menced after 1948 which are transferred after 
1951. It will be dealt with later. 

Strictly speaking the period ‘ending twelve 
months after the transfer’ is not precisely defined 
as to its length, but obviously the draftsman’s 
intention is to take that twelve months as the 
period. No guidance is available as to the meaning 
of ‘substantial alteration in the character of the 
business’. It is a question of fact. 

Under both Section 47 (1) and Section 47 (2), 
the Eleventh Schedule applies compulsorily 
where transferor and transferee are under com- 
mon control- presumably at the time of the 
transfer. The phrase ‘common control’ is ex- 
plained in Section 66 (1) (see The Accountant, 
November 29th, 1952, page 631). Where trans- 
feror and transferee are not under common 
control, the Eleventh Schedule applies auto- 
matically to the transfer of the transferor's whole 
business unless the transferee elects otherwise; 
it does not apply to the transfer of part of the 
business unless both companies jointly elect that 
it shall. However, where the transfer took place 
after 1951, the Eleventh Schedule is excluded in 
relation to any chargeable accounting period of 
the transferee or the transferor for which it 
‘claims a:minimum standard (paragraphs 2 (6) 
(To be continued.) 
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NET U.K. RATES IN THE FUTURE 


by E. B. NORTCLIFFE, B.Com., F.R.Econ.S. 
Introduction of unilateral relief in 1950 and farther double taxation agreements with 
foreign countries are steadily reducing the net United Kingdom rate of tax recover- 
able by exempt shareholders in companies with oversea interests. The author 
describes how reduction of the profits tax rate in 1952 and cessation of deductibility 
of profits tax for income-tax purposes will aggravate this tendency in the fatare. 


EW shareholders whose personal circum- 

stances permit them to claim repayment of 

tax deducted from dividends are yet resigned 
to the consequences of references to a.‘net United 
Kingdom rate’ on their dividend. warrants. 
Exempt preference shareholders find the system 
introduced in the Finance (No. 2) Act, 1945, par- 
ticularly irksome, since they feel—no doubt 
rightly - that their contract with the company 
for a nominal yield of (say) 6 or 7 per cent should, 
after repayment of income-tax, produce 6 or 
7 per cent. Refusal of the Revenue to repay more 
than the net United Kingdom rate seems un- 
warrantable statutory interference with the terms 
of a private contract. . 

The Inland Reyenue on the other hand have a 
strong defence against complaints generally, for 
they rightly hold that they cannot be expected to 
repay income-tax which they have not collected 
from the companies by reason of reliefs given for 
foreign taxes. But bitterness amongst exempt 
shareholders continues to grow, mainly because 
introduction of unilateral relief, a steady flow of 
new double-tax treaties, and increasing tax rates 
in other countries, have combined to bring about 
a fall in ‘net United Kingdom rates’. The ordinary 
shareholder may derive some comfort from the 
fact that the first two circumstances at least 
enlarge the pool of distributable profits in the. 
company. The exempt preference shareholder has 
no compensation. Each time the Government 
liberalizes its tax treatment of foreign income, 
he is worse off. 


Smaller Refunds in the Future 

In 1954 a shock awaits exempt preference and 
ordinary shareholders in many companies, because 
in that year there will be a noticeable slump in the 
level of net United Kingdom rates. In some cases, 
it may be partly hidden by other factors which 
always influence the rates, e.g. changes in foreign 
tax rates, in the proportion of foreign to United 
Kingdom income, in the proportion of total 
income distributed, and, of course, any changes 
in tax rates in the 1953 Budget. Whether or not 
a company has an excess profits levy liability in 
1953 will also be significant. 


But whatever other influences may be at work, 
there will be a marked tendency for net United 
Kingdom rates to fall heavily, and many 
shareholders in companies with small amounts 
of foreign income will make acquaintance with 
the problem for the first time. All this arises from 
a change in the technique of taxing company 
profits. From January Ist, 1952, profits tax ceases 
to be deductible for income-tax purposes. The 
profits tax ratés have been reduced so that roughly 
the зате burden is laid upon the company, but 
that does not prevent the most unhappy conse- 
quences arising in the calculation of net United 
Kingdom rates. 


The Change in Taxing Method 
The net United Kingdom rate in respect of 
dividends declared out of profits of (say) the 
accounts year to March 31st, 1954, will be the 
current standard rate less the average rate of 
relief enjoyed by the company in the assessment 
year 1953-54. 

The average rate of income-tax borne by com- 
panies in 1953-54 will be reduced by two factors. 
The numerator in the fraction will be reduced by 
a transfer of foreign tax relief from profits tax to 
income-tax, whilst the denominator will be in- 
creased as a result of the non-deductibility of 
profits tax (or more strictly, the foreign taxes 
relieved against profits tax). 

An illustration will probably make the point 


more clear. 


(0 Profits tax deductible for income-tax purposes: 


£ (ооо) ` 
Company profits (before x 
foreign taxes of £25,000) 100 
Dividends declared 40 
Profits tax: 
IOO at 50 percent .. 50 . 
-Less Non-distribution relief 24 
26 
Less Foreign tax credits .. 25 


Statutory income (100—26 profits tax) eS 7 
Foreign tax relief against income-tax. . 
Net United Kingdom rate 


gy 
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(2) Profits tax not deductible for income-iax purposes 
£ (900) 
Company profits (before CHE 
foreign taxes of £25,000) . 100 
Dividends declared Р 40 
Profits tax: | 
тоо at 22$ per cent . ++ 225 
Les Non-distribution relief ..12'0 
105 
Less Foreign tax credit ..10'5 
Nil 
Statutory income deduction for 
profits tax) 100 
Foreign (ах relief against income- kx 
(25—105) 5 
(= 2s 11d in £) 
Net United Kingdom rate 6s 7d 


Effects of the Change 

The illustration is, of course, purely theoretical. 
Differences in the measurement of profits for 
. profits tax and income-tax purposes respectively 
will distort the results in practice, but it is clear 
that the consequences of making lower profits 
tax rates non-deductible for income-tax purposes 
will be startling. In the above example, an 
exempt preference shareholder loses almost 15 
per cent of his previous net.dividend. In some 
circumstances he will lose much more, e.g. if the 
company suffers foreign taxes of 40 per cent and 
distributes 50 per cent of its profits, the exempt 
shareholders’ final yield will be reduced by 
20 per cent. 

'The ordinary shareholder fares just as badly 
and is denied the indirect satisfaction of an 
increase in the company's undistributed profits, 
save to the extent of a trifling saving from the 
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reduction in the true profits tax rates. The only 
person to gain from this technical jiggery-pokery 
is the Chancellor of the Exchequer, and it would 
be kind, and perhaps true, to assume that it will 
come as a surprise to him. 

The table below gives a general indication 
of the fall in net United Kingdom rates which 
will begin to be felt in 1954. 

It is an unhappy trick of fate that this should 
happen at a time when there is a large degree of 
unanimity that further tax relief should be given 
to businesses ing income oversea. Such 
additional relief will itself further reduce net 


United Kingdom rates, and is bound to ассеп- | 


tuate the drift of exempt shareholders away from 


the shares of companies with oversea interests. 
Nowadays, that means depriving such companies | 


not only of small savings, but also of important 
investments by exempt institutions, such as 
approved pension funds. 


A Tentative Remedy 


A complete remedy for the situation is elusive, | 


but it might be remedied over a very wide field 
by a simple alteration of the law. Dividends 
should be regarded as paid primarily out of fully 
taxed income. If a company has suffered tax at 
the standard rate on sufficient profits to cover its 
dividend, no question of a net United Kingdom 
rate should arise. In making the calculations, the 
priority of the preference shareholder would be 
recognized and the injustice which this class has 
suffered since 1945 would be largely removed. 
The treatment of tax repayments on company 
dividends would also accord with the attitude of 
the statutes and the Courts to other repayment 
claims by individuals, and, incidentally, with the 
treatment of Section 341 claims by the companies 
themselves. | 


Мет Unrrep Kincpom Rares ON DIVIDENDS 


Percentage of profit 
distributed R 20 30 40 50 бо 
Foreign taxes 1953 1954 1953 1954 1953 1954 1953 1954 1953 1954 
suffered: га sd га sd га sd са sd sd s 
IO per cent 9 6 8.9% 9 6 92 9 6 96 9 6 96 9 6 9g 
I5 05 96 7 9 96 8 24 96 87 96 9o 96 9 
20, до 6% 9 6 7 2% 96 77 96 80 9 6 8 
25 » 79b 59$ 8 9 6231 96 67 96 70 96 7 
$65 » 67 4 9 75$ 5 2 85 57 96 бо 96 6 
35 » 54 3% 62 4234 71 47 871 50 9 2 5 
49 y 4 1 2 9% 410 3 2 5 8 37 68 4.0 7 8 4 
45 » 211 r $ 372% 4427 52430 62 3 
BOS y 1 8j 93 24 r: 2) 30 1:7 39420 48 a 


Ur ota Ur ол on Ui (S Qu 
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IV 


F RAUD 


by ANGUS MACBEATH, CA., A. C.W.A. 


The previous articles in this series have dealt with investigations into valuations 

and reorganization of businesses and the procedure which may be followed in 

carrying them through. This article considers the position when fraud is known or 
suspected and an accountant is asked to examine and report. 


N investigation into fraud may arise in any 
type of business and may be carried 
through by the auditor to the business or 

by an outside accountant. The investigation may 
be called for where fraud is suspected or it may 
follow the disclosure of fraud. 


Suspected Fraud | 
The first type of investigation necessarily requires 
a greater degree of tact in the procedure adopted, 
since members of the staff of the business will be 
unaware of the cause for the work which is being 
, undertaken, and the investigator must therefore do 
his work and make his inquiries in a way which 
will continué to leave the staff in ignorance of 
the real nature of the investigation. 


The Instructions 

As in all types of investigations the first step is 
the issue of instructions to the investigator. These 
will vary according to the circumstances of the 
case but most usually, where a limited company 
is involved, take the form of a minute of the 
board of directors by which the investigator is 
requested to make his investigation and to report 
to the board. 

Where fraud is suspected but has not yet been 
proved, the inquiry will be of a very confidential 
nature and the instructions may be conveyed 
verbally to the investigator, the person or persons 
suspected of being involved (if any) being men- 

{ tioned in giving those instructions. 

The Investigator 
If the suspicion of fraud has arisen from 
something outside the scope of the auditors’ 
responsibilities, the board will probably instruct 
the auditors to the company to carry through the 
investigation. If, however, the fraud arises from 
something which the board feels should have been 
discovered by the auditors in the course of their 
work, they will probably consider it advisable to 
have the inquiry made by an independent person 
and may approach a qualified accountant with 
experience of m kind of work to undertake 
the task. 


Where Auditors Investigate 


The auditors can proceed more rapidly than ап 
independent person by reason of their intimate 
knowledge of the accounting system and general 
working of the company. On the other hand the 


independent investigating accountant has the 


advantage of approaching the task with a com- 
pletely fresh mind, and this is a great advantage; 
moreover, the ability to diagnose where fraud 
could have. occurred is in itself part of the main 
equipment: of the investigator. 

The writer remembers a case where the auditor 
was suspicious of a set of circumstances which he 
found. He reported his suspicions to the secretary 
of the company who examined the position and 
said that it appeared to him to be in order. Тће 
auditor, however, was a type not easily put off a 
scent and he kept investigating the matter until 
it was disclosed as a small but cleverly conducted 
defalcation. Prima facie the position was quite 
satisfactory and the secretary who dealt with the 
matter every day saw nothing wrong; the disclosure 
was due to tbe alertness and training of the 
auditor. 

Where an independent accountant is called in 
to examine a case of fraud and to report, he should 
commence by obtaining a knowledge of the 
accounting system used by the company. 'T'here- 
after he will, of course, be led in his work by the 
nature of his instructions. 


- Мау not be Financial 

The fraud, or suspected fraud, may not directly 
involve the. cial accounting. For example, 
where a company’s goods were directed to private 
jobs run by a director or a manager, there was a 
loss of stock to the company, an overcharge to 
the contracts to which the deflected goods should 
have gone, and a costing loss on those contracts 
since they would, in effect, be charged twice for 
the same goods. 

The majority of frauds are, however, financial 
and the investigator will usually find himself 
obliged to obtain a full working knowledge ‹ of the 
accounting system in use. 





206^ 


Examination Procedure 
The examination may be limited to the depart- 
ment or section of the business on which the 


suspicion lies. If this be so the investigator will. 


be advised by an official of the company of the 
system of accounting in use in the department, 
the book records which are kept, how entries in 
the books originate, the procedure for receipt 
and dispatch of goods, the method of receipt and 
expenditure of cash; he will, in fact, obtain a 
complete picture of the operation of the depart- 
ment both from the practical and the accounting 
viewpoints. 


Internal Control " 
Next the work of each person. in the ЕРЕ 


is reviewed, though many of these may be passed’ 


over rapidly as having no opportunity for any 
fraudulent practice. The investigator must watch 
carefully the places where internal control comes 
into play and there is a check on the work of 
individuals. He must consider and examine the 
possibility of collaboration. 

The tests which are made and the inquiries 
which are pursued are of course individual to the 
investigator. In the examination of fraud there 
cannot be a set programme as in an audit. 

The writer recollects an- instance where a 
department of a company was investigated 
because the results shown by the department had 
been so consistently bad and inexplicable, that it 
was felt by the management that some leakage 
must exist. The investigator here concentrated 
his examination on the stocks, the receipt of 
raw materials, their handling in store and in the 
factory, their issue to production, the recording 
of production and losses in process, the quantity 
of finished stock obtained and the issuing of that 
stock to the next departments for further 
processes, or outside, where sales were made 
direct from the department. 


Important Guides 

Percentages of loss in process and of wastage, 
` percentages of raw materials used to the finished 
stocks, percentages of gross profit, are all 
important guides to the investigator though, 
where large variations occur, they are not 
necessarily conclusive proof that anything is 
actually wrong. Variations, however, must be 
explained and the explanations may lead to further 
unexplored points. 

Àn investigation into suspected fraud may not 
lead to a report in the usual sense. The confidential 
nature of the inquiry may find the investigator 
- reporting verbally to a board of directors. 
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Procedure on Report 
If evidence has been found to support the suspicion 
that fraud has occurred, then the suspected person 
or persons may be brought in forthwith and 


confronted with the evidence; such a procedure 


often produces a confession. If evidence to 
support the suspicion is not forthcoming, the 
investigator would say so; though in such an, 
instance he may require to give a written report | 
in which he would set out the causes which had 
created the suspicion of fraud, detail the inquiries 
which he had made and the conclusions which 
led him to assume that no fraud had taken place, | 
and give explanations for the matters which had 
created the suspicions. 

An investigation carried out after fraud has 
been discovered will usually give rise to a detailed 
report by the investigator. 


Extent of Loss 

In the first. place the company affected will be 
anxious to know the full extent of its loss, as this 
may require to be ascertained for insurance 
recovery purposes and for the institution of 
proceedings against the defaulter. The company 
will also wish to know the flaws in its accounting 
system or other arrangements which permitted : 
the fraud to take place and be advised of any 
steps which could be taken to avoid a similar 
happening in the future. 

Here there is ample scope for the accountant 
who can combine the qualities of the investigator 
with the ability to compose a readable, constructive 
report. I^ 





Тће Report 

The report might proceed upon the following 
lines: open with reference to the instructions: 
received, and detail the nature of the fraud 
perpetrated; refer to the procedure and inquiries 
conducted by the investigator; detail the systems 
which were in use and which permitted the fraud 
to take place; show the weaknesses in the systems 
which failed to prevent, or perhaps discover, the 
fraud; conclude by stating the extent of the fraud 
and the recommendations for alteration and 
improvement to eliminate the weaknesses. 

It may be that the investigator in his report 
will be obliged to state that if certain other 
persons had adopted proper procedures the fraud 
might either have been prevented or discovered 
earlier. Frequently this part of the report becomes 
of importance to tlie company in deciding if any 
steps for recovery of the sum lost may be taken, 
and the investigating accountant must therefore 
be most careful in stating his findings so that no 
erroneous conclusions may be drawn from them. 
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Expert Witness 


We come now to the type of investigation which 
may be the most interesting of all to the account- 
ant: that where he is called upon in his capacity 
as an expert in accounting to give evidence as a 
witness in a court of law. 

A case involving fraud will be heard in a 
criminal court and the accountant will be subject 
to cross-examination by counsel- probably by 
both the counsel for the prosecution and for the 
defence, notwithstanding that he. has been 
brought in as a witness by one side. 


Constant Evidence 

It does not, of course, matter to the accountant 
whether he appears as a witness for the prosecu- 
tion or as.a witness for the defence, his evidence 
should be exactly the same in either case. It is 
unlikely, however, that a witness whose opinion – 
and the accountant witness is stating his opinion – 
obviously favours the defence would be brought 
in by the prosecution, and similarly, the defence 
would not be likely to produce a witness against 
itself. 

So an accountant witness is most likely to be 
found appearing for the side which feels it will 
stand to gain by his expressed opinion in court. 


Expression of Opinion 

The procedure which may be followed would 
consist first of approaching the accountant and 
inviting him to examine the casé from the 
accounting point of view and to state his opinion 
on the position. The accountant may be asked to 
express his opinion on a certain number of 
detailed points. It may be that several accountants 
will be approached at the same time in the hope 
that by obtaining a number of accountants, all 
expressing the same or similar opinions, a case 
may be built up which the opposition will not 
be able to shake. 

The opinions are then passed to counsel who 
will consider them, and he may ask for a meeting 
with the accountants so that he may make himself 
familiar with the points and explore any matters 
on which he is not clear. 


Accountant in Witness-box 
When the case is heard, the accountant goes into 


the witness-box and is examined first by the . 


counsel for the side for which he is appearing. 
Counsel will ask the questions which the account- 
ant has already furnished him with his opinion, 
and the accountant will express his opinion 
to tlie Court on the lines of the opinion which he 
has already recorded in writing. It is then open 
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: to the counsel for the opposition to cross-examine 


the accountant on his evidence. 


Cross-examination 

The cross-examination is the vital test because 
here the counsel will be out to upset the opinion 
of the accountant if it is unfavourable to his side, 
and the accountant must be on his guard lest he 
give an answer which may appear to contradict 
any evidence previously given by him or which 
fails to be clear and unambiguous. 

Preciseness and care are required by the 
accountant in the cross-examination because, 
though counsel may not be very knowledgeable 
in accounting, he is a master of the art of interroga- 
tion and has already had access to the written 
opinion of the accountant, as it is the practice for 
the evidence being put in by the one side to be 
made available to the other side. Counsel, there- 
fore, will have prepared his line of cross-examina-. 
tion in advance, while the accountant is faced 
with the questions for the first time in the 
witness-box where he does not have the oppor- 
tunity to sit and cogitate and perhaps amend his 
first answer as-he would be able to do in his own 
office. 

After the cross-examination it may be necessary 
for the first counsel to ask more questions because 
the cross-examining counsel has opened up some 
new points which may be felt to have gone 
against the side for which the accountant has 
been asked to appear. 


Conclusion | 
Investigations into fraud will be seen to find the 
accountant in many different positions. As 
auditor requested to examine and report .on 
suspected or disclosed fraud; as an independent 
person invited to investigate fraud in a business; 
as an expert in accounting being invited to assist 
the police or the defence in a prosecution for 
fraud. 

In this type of investigation more than in any 
other is the accountant given a free rein in regard 
to his ability as a report writer. There is no 
logical form as in sets of accounts or cost 
schedules; he is free to draw up the report as he 
thinks best and thus is able to demonstrate his 
skill as an investigator by pinpointing the vital 
matters. | 

In assisting in Court actions, the accountant 
may be required to convey technical points in.a 
non-technical way to person not well versed i in 
accounting. 

The work as a whole is interesting and a full 
test of the ability and experience of the accountant. 

© (To be continued.) - - 
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- WEEKLY NOTES 


Cost Accountants’ Examinations’ 


The results of the December 1952 examinations of 
The Institute of Cost and Works Accountants in 
respect of 2,925 candidates, both at home and over- 
sea, have now been announced. 

A total of 1,204 candidates sat for the whole or part 
of the Final examination. Of this number, 274 com- 
pleted the Final, 89 passed Part A and 256 passed 
Part B. 585 candidates failed. 

. The First Place in the Final examination, carrying 
with it the ‘S. Laurence Gill Prize’, was awarded to 
Mr Leslie William Rice, of Esso Petroleum Co Ltd, 
Fawley Refinery, Nr. Southampton. The ‘Lever- 
hulme Prize’ for Costing was awarded to Mr Harold 
Rupert Lawrence Palk, of Imperial Continental Gas 
Association, London, ЕС2; and the ‘Donald L. 
Moran Prize’ for Management – Factory and Dis- 
tribution, was awarded jointly to Mr Dennis Copsey, 
of the North Thames Gas Board, London, Еб; 
Mr Derek Arthur Lawrence, of Cannon Industries 
Ltd, .Bilston, Staffs; and Mr Bryce Gavin Roxburgh, 
‘of The South African Iron and Steel Industrial 
Corporation Ltd, Pretoria, South Africa. 

In the Intermediate examination there were 1,721 
candidates, of whom 112 passed the whole of the 
Intermediate, 356 passed Part I, and 203 passed 
Part II. The remaining 1,050 candidates failed. 'T'he 
First Place in the Intermediate was awarded to 
Mr James Fouldes, of Oakes Turner & Co Ltd, 
Gold and Silver Refiners, Sheffield. : 

'The names of successful candidates who completed 
the Final examination at the home centres, together 
with a summary of the home results, appear on 
another page. 


Excess Profits Levy (Mineral Producers) 
Regulations 


Section 55 (1) of the Finance Act, 1952, gives'special 
relief from excess profits levy in favour of companies 
engaged in working deposits of coal, metal, oil or 
asbestos. Where the estimated life of the source is 
not more than thirty years the various percentages 
allowed in arriving at adjusted standard profits are 


each increased by 6 per cent. For instance, where’ 


such a company had an increased amount of borrowed 
money in the chargeable period, the special addition 
to the standard profits would be то per cent, instead 
of 4 per cent, of the difference. Where the estimated 
life is over thirty but not over sixty years, the increase 
in percentage is 3 instead of 6. The Government 
were pressed to extend this concession to other 
minerals but these were dealt with by Section 55 (2) 
which leaves. the taxpayer to apply to the Board of 
Referees for an increase of not more than 6 per cent. 

Section 55 (6) empowered the Inland Revenue to 
make regulations for the purpose of Section 55 (2) 
and these have now been made under the title "The 


Excess Profits Levy (Mineral Producers) Regulations, 
1953' (S.I. 1953, Мо. 142).! They came into opera- 
tion on February oth, 1953. The application, together 
with no less than six copies, has to be sent on the 
Form І scheduled to the regulations, accompanied 
by a statement of the facts verified by statutory 
declaration on Form 2, to the Inland Revenue, who 
transmit it to the Board of Referees with their 
observations. 


Plastics Moulding Productivity Report 


The report of the team representing the British 
plastics moulding industry which visited the United 
States in the early spring of last year under the 
auspices of the former Anglo-American Council on 
Productivity was published last Monday.? 

The team recommends a reorganization.of indus- 
trial relations in this country so tn disputes may be 
settled more rapidly, and also stresses the need for a 
more intense effort by management to make the 
worker realize that his fortunes are linked with those 
of his company. For his part, the worker should 
strive to take a greater interest in the company’s 
affairs. The need for more specialists in engineering 
and design is emphasized, as is also the desirability of 
more careful and detailed engineering of each job 
and of further mechanization wherever possible. 


Materials Prices continue to fall 


Towards the end of December there were some slight 
signs that the fall in the prices of key industrial raw 
materials, which had been going on for the better 
part of a year, might be coming to an end. In the 
event, however, the hardening of prices proved to 
be shortlived and the downward movement has been 
resumed during January. 

Here and there in the course of last month there 
were increases in prices. Lead, tin and nickel 
were a few points higher and so were jute, shellac, 
soft woods and hides. But these modest rises were 
quite swamped by a drop of 14 per cent in the price 
of zinc and of 7:3 per cent in the price of rubber. It 
will be recalled that rubber was one of the commodi- 
ties which gave signs of firmer prices in December. 
Other commodities helping to bring the average price 
level of basic materials lower were sisal and cotton. 

Generally speaking, market sentiment seems to be 
about in line with the trend of average prices. There 
seems to be little inclination to buy substantially for 
Stock — a natural concomitant to the expectation that 
prices are going to fall further, if only to a modest 
extent. 


1 H.M.S.O. 4d net. у 
3 Obtainable (5s 64 post free, excluding air mail) from the 
British Productivity Council, 21 Tothill Street, London, 
SWi, or from the British Plastics Federation, 47—48 
Piccadilly, London, W1. 
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FINANCE AND COMMERCE 


Recovery, which has been simmering in stock markets 
for some time, came nearer to boiling point with the 
opening of the current three-week Sock Exchange 
account. The lift given to values by speculative 
support has been improved upon by investment 
demand both in the gilt-edged and equity markets. 
Movements in prices have perhaps flattered the 
volume of support but there has undoubtedly been 
an improvement in market tone. 


Raphael Tuck 


Most readers will know Raphael Tuck & Sons Ltd 
whose accounts are reproduced this week. It is a 
top name in fine art publishing and is particularly 
known for greetings and Christmas cards, calendars, 
etc.-A special interest in these accounts arises from 
the remarks of a stockholder at the annual meeting. 
He wanted the directors to adjourn the meeting and 
redraft the -accounts in a form that would have 
allowed the distribution of a tax-free dividend and 
the fact that the stockholder was Mr Lazarus 
Nidditch, himself chairman and managing director of 
the Ely Brewery Co Ltd, gave an element of import- 
ance to the suggestion. 

To get the background to these events and to the 
position shown in the accounts, one turns to the 
statement with the accounts by the chairman, Mr 
Desmond Tuck, who points out that he is the largest 
individual stockholder in the company. 

Mr Tuck apologizes in the first place for the fact 
that the accounts are late, due, he explains, to a 
subsidiary’s figures not being ready earlier for the 
consolidation. He regrets the year’s adverse trading 
result which does not permit the recommendation of 
a dividend. Summed up in a nut-shell, he says, ‘the 
index figure of our gross profit earned has proved 
insufficient’. 

Adverse Conditions 

Mr Tuck continues with an explanation of the causes. 
He recalls his remarks last year regarding increased 
production costs aggravated by a 100 per cent 
purchase tax, and to the risk to sales of transferring 
these full increased costs, doubled through purchase 
tax, to retail prices to the public. There was no 
alleviation of these conditions in the year under 
review. They were still confronted with abnormal 
increases in prices of the company’s basic materials, 
paper and board, which necessitated a reduction in 
normal gross profit earnings in the face of competition 
for business in a buyer's market. And this at a time 
when the public seemed less free with its money. 
Moreover, export sales fell owing to a policy of 
curtailed imports by countries of the Commonwealth 
and oversea. On certain classified productions, there 
was a total embargo. 

· The year, however, was not entirely without profit. 
А capital profit of £56,388 had been earned as a 
result of the sale of one of the company’s properties. 


Mr Tuck hoped stockholders would agree that this 
profit had been very properly transferred to capital 
reserve. It was, he said, indicative of the conservative 
valuation of the fixed assets appearing in the balance 
sheet. 

He assured stockholders that notwithstanding the 
setback on the year's trading, the strength and 
stability of the company's position generally remained 
unimpaired. 

Stockholder's Suggestion 

The point raised by Mr Nidditch concerned the sale 
of the property and the £70,000 which had thus been 
made available. He submitted that the amount should 
have been put to a realized capital gains account. 1f 
that were done, the directors would be in a position 
to pay from that account a dividend of 33 per cent 
free of tax each year for about eight years, apart 
from such further dividends as might be possible 
from time to time as the ordinary business of the 
company permitted. 

Мг Nidditch maintained that the directors must 
have been aware that the passing of the dividend 
would be followed by a substantial fall in the market 
value of the company's stock, and that they should do 
whatever was possible to maintain the market. 

His suggestion, however, was not adopted. His ` 
motion to adjourn for the redrafting of the accounts 
was lost on a show of hands at a sparsely attended 
meeting. From the accountancy angle, however, it 
does hold a very useful point for thought and 
discussion. 

Mr Tuck concluded the meeting with an assurance 
that there had, since December, been an increase in 
sales amounting to about 18 per cent, although he 
was unable to say definitely whether they were 
running at a loss or not in view of the stock position. - 


Money Market 
Applications for Treasury Bills on February 13 
totalled £297,225,000 and, bidding at £99 7s 10d, the 
market obtained 62 per cent of requirements. The 
result was an increase to £2 8s 7-78d per cent in the 


_average rate. This week’s offer is £230 million. 





RAPHAEL TUCK & SONS LIMITED 
Notes to the Balance Sheets, April 30th, 1952 


(1) Movements on the Preferance Dividend Fund: 


Balance at April 30th, 1951 .. 45,807 
Add Interest for the year, net. .. ~ .. 1,200 
47,007 
Less Loss on revaluation of the Investments to 
Market Value at April 30th, 1952 .. .. 2,894 
Amount transferred to Profit and Loss 
Account v. .. Vs em .. 7,219 
— 10,113 
Balance at April 30th, 1952 .. £36,894 


(2) A lability of £15,780 Included In the Consolidated Balance Sheet under 
Creditors із secured by a lien on the stocks of the Amarican Subsidiary. 


(3) Current Assets Liabilities in the United States have been converted 
at $2.80 = £1. 
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RAPHAEL TUCK 
а Balance Sheet 
1951 i 
£ £ Е £ 
CAPITAL AND RESERVES 
Capital — Authorized and Issued: р p 
250,000 ,000 54 per cent Cumulative Preference Stock .. 2 vs x E ki 250,000 
250,000 £250,000 Ordinary Stock РЕ ~ vs ae s E "t - ,000 
500,000 500,000 
Capital Reserves: 
? pital Reserve š kt zd AS A d s 88,794 
45,678 Excess Profits Tax Post-war Refund T si ie is ite i 46,044 
78,084 134,838 
Revenue Reserves: 
45,807 The Preference Dividend Fund (sse Note | attached) ог ES <a Ki - 36,894 
$3,776 Goneral Reserve E А Б se y ya - s oa PS xa 53,776 
57,758 Profit and Loss Account... ЕУ B se "s EE ss не А d 46,381 
235,425 137,051 
— 271,889 
735,425 771,899 
PROVISIONS 
Provision for Replacement of Originals, Blocks, Negatives, etc. (re War Damage): - 
Balance at April 30th, 1951 ФЬ . xz T 94,319 
94,319 Less Replacements this year as valued by. the Directors — .. zs T e T 5,792 a7 
6,700 Provision for Deferred Repalrs and Rehabilitation Expenses... Ve e 55 «s — 
— 101,019 ——— 88,527 
CURRENT LIABILITIES ~ 
218,755 Creditors, Including accrued taxation .. i TI NE T B T vs 1356 
,120 - Amount due to Subsidiaries sd .. x "m n =a i die s 11,917 
1 :016 Unclalmed Dividends К" 1,018 
2,406 Preference Dividend of 5$ per cont "accrued from "January ist, 1952, to У April 30th, 1952 – net 406 
7,87. Dividend of 6 per cent on Ordinary Stock for the year ended April 30th, 1951 — net та — 
— — — 260,72 182,697 
£1,096,616 £1,043,113 
RAPHABL TUCK & SONS LIMITED 
Consolidated Balance 
1951 
£ ` £ £ £ 
CAPITAL OF RAPHAEL TUCK & SONS LTD 
Authorized and Issued: 
250,000 £250,000 5¢ per cent Cumulative Preference Stock .. x as zu vx T 250,000 
250,000 £250,000 Ordinary Stock .. m ve w e " 22 КЕ ie 250,000 
500,000 500,000 
RESERVES ATTRIBUTABLE TO RAPHAEL TUCK & SONS LTD 
ital Reserves: 
32,406 pital Reserve К ais vid x га 88,794 
45,678 Excess Profits Tax Post-war Refund. 46,044 
Surplus arising on consolidation from writing off holding In American Subsidiary Сотралу 
10,813 In previous years e ša E aa oa 7,719 
88,897 142,557 
Revenue Reserves 
45,807 The Preference Dividend Fund ie Note | LM es ite ia 55 e 36,894 
53,776 General Reserve . š is г on MT Ls .. a 53,776 
144,35 Profit and Loss Account — .. sė M 25 РУ, T x 25 А .. 133,554 
243,939 224,224 366,781 
832,835 781 
10,035 Future Income Тах, 1953-54, due January Ist, 1954 x% .. .. 11,153 
27,111 CAPITAL AND RESERVES ATTRIBUTABLE TO OUTSIDE SHAREHOLDERS 22 m 25,001 
PROVISIONS 
Provisions for PEE of Originals, Blocks, Negatives, etc. (re War Damage): 
Balance at April 30th, 1951 94,319 
94,319 Less пре ву пера this year “u valued by the Directors of | Raphael Tuck & Sons Ltd. 5,792 - 
88, 
6,700 Provision for Deferred Repairs and Rehabilitation Expenses .. => ki у es — 
101,019 d 88,527 
CURRENT LIABILITIES 
282,866 Creditors, Including accrued taxation .. zs el 55 a 24 ae zs 238,156 
H0i6 Unclaimed Dividends PM 1,01 
Preference Dividend of 5$ per cent accrued from January Ist, 1952, to April 30th, 19522 
2,406 net: Raphael Tuck & Sons Ltd . 2,406 
Dividend of 6 per cent on Ordinary Stock for the year ended April збе, 195] — net: 
7,875 Raphael Tuck & Sons Ltd T .. T — 7 
— Dividend to outside shareholders of & Subsidiary Company s - Es 2 1 1,331 
——— 294463 —— 24311 
£1,265,165 11,234,373 
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& SONS LIMITED 
April 30th, 1952 
1951 
£ £ £ 
GOODWILL, COPYRIGHTS, PATENTS, etc. 
240,732 ^t Cost 2x =, is 55 A 240,732 
Provision 
At ors for Net 
ete Depreciation 
р ASSETS = 
50,000 easehold Properties ac estimated cost — – = 
das 99,126 p ase Properties, at Cost ES 113,065 — 113,065 
24,417 65,556 Plant and Machinery etc., at Cost .. 100,565 30,964 69,601 
3,984 : К 
926 3,058 Plant and Machinery etc. at net book amount at April 30th, 1948 3,828 1,178 2,650 
217,740 217,458 32,142 185,316 
56,407 Shares In Subsidiaries at Cost, less amounts written off ' 56,407 
274,147 241,723 
THE PREFERENCE DIVIDEND FUND INVESTMENTS 
45,807 At aggregate quoted Market Value at April 30th, 1952 - 36,894 
CURRENT ASSETS 
71,148 Cash at Banks and In hand . T 54,378 
22,704 Investments at aggregate quoted Market Value at April 30th, 1952... 28,216 
154,548 Debtors, Bills Recelvable and Payments in Advance, less Provision for Doubtful Debts 119,522 
287,530 Stock, at the lower of cost ог market value, as certified by che Directors .. s ,648 
— 535,930 ——- 523,764 
NOTES – Sea attached statement. [Reproduced on page 209 — Ed.] 
DESMOND TUCK, Chalrman and Managing Director. 
GEORGE H. SHERWELL, Director. 
£1,096,616 £1,043,113 
AND SUBSIDIARY COMPANIES 
Sheet, April За, 1952 
1951 
£ £ £ £ 
GOODWILL, COPYRIGHTS, PATENTS, ETC. 
240,558 at cost, less net discounts on shares In subsidiaries and amounts written off .. 240,558 
| Proviston 
At Gost for Net 
Depreciation 
FIXED ASSETS 
50,000 Leasehold Properties at estimated cost .. — -— — 
iik on 120,505 Freehold properties at cost "s 134,444 – 134,444 
33,422 111,481 Plant and Machinery etc, at cost .. 161,473 44,151 ~ 117,322 
52,504 
15,591 36,913 Plant and Machinery etc, at net book amount at April 30th, 1948 52,348 19,915 32,433 
318,899 Е А 348,265 64,066 284,199 
THE PREFERENCE DIVIDEND FUND INVESTMENTS 
45,807 At aggregate quoted market value at April 30ch, 1952 36,894 
CURRENT ASSETS 
88,602 Cash at Banks and In gl i 67, 
22,704 Investments at aggre quoted market value at April 30th, 1952 28,216 
183,071 Debtors, Bills Receivable and Payments in n Advance ess Proviston for Doubsful Debes 147,201 
365,524 Stocks 429,827 
659,901 —— 672,722 
NOTES. ~ See attached statamenc. [Reproduced on page 209 — Ed.] 
DESMOND TUCK, Chairman and Managing Director. 
GEORGE H. SHERWELI, Director. + 
£1,265,165 £1,234,373 
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RAPHAEL TUCK & SONS LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the year ended Apri! 30th, 1952 
195! 
£ £ £ £ 
85,997 PROFIT before taking into account che items set out below .. is ut 24 9,890 
Add: interest and Dividends received — gross: 
3,423 Quoted Investments... .. vs vs $e. => 3,464 — 
Lass Portion applicable to Bs Preference Dividend F und and trans- 
2,228 ferred thereto .. ie t TM 2,286 
——— 1,195 5 —— 1,178 
87,192 11,068 
Deduct: Directors’ Emoluments: Е 
Directors of Holding Company – 
2,19! Fees ee m x xs ви bs n aa a 2,191 
7,733 Өе Roniuneration a bs B at ке .. T 7,683 
9,924 9,874 
Other Directors – 
829 Fees .. ok 54 vs D s B s ss «е 929 
4,315 Other Кетипега оп is 25 T 8 - T T 6,152 
5,144 —— 7,081 
15,068 16,955 
Depreciation of Plant and Machinery etc. (Depreciation. I із not provided 
15,857 on Freehold Properties) eA E^ M" ag es 16,240 
41! ie án Leasehold Properties Redemption Policies Prius ы Lx 2s — 
l Net Decrease In value of General Investments ға es vs V 507 
—— 32,574 —— 33,702 
(Profit) 54,418 LOSS FOR THE YEAR OF THE GROUP BEFORE TAXATION .. es cx 22,634 
Add: Taxation on profits of the n. 
13,863 Income Tax  .. X es. Бан .. oe rt >% ae Е 12,954 
11,800 Profits Tax .. Es "S МЕ T ES iv ae B 4,100 
—— 25,663 ——— 
аео 6 З 17,054 
Less Income Tax claim arising from loss — .. i S " 11,161 
ee 5,893 
(Profit) 28,955 МЕТ LOSS FOR THE YEAR OF THE GROUP .. oe "m 29 us 28,527 
Less Proportion of losses (less profits) of Subsidiaries attributable to Outside 
(Profit) 2,464 Shareholders’ Interest s V re sé ~ vs - 794 
GROUP Loss FOR THE KEAR ATTRIBUTABLE TO RAPHAEL TUCK & SONS | 
(Profit) 26,491 LTD v " | és B 27,733 
(Profit) 18,548 Less Amount of iia (less eroi) пена by Substdlaries Фе T "m 2,519 
NET LOSS FOR THE YEAR DEALT WITH IN THE ACCOUNTS OF DATAE 
(Profit) 7,943 TUCK & SONS LTD  .. .. aa .. oe А 25,214 
— Profit realized on sale of Leasehold Property si Js an 26 56,388 
— Amount received on surrender of Leasehold Redemptíon Policies. 45 P 13,837 
6,000 Portion of Taxation Provisions of prior years, no longer required .. m pem 
—— 70,225 
| 13,943 45,011 
,138 Balance of Profit of Raphael Tuck & Sons Ltd brought forward at April 30th, 1951 57, 
73,081 ; 102,769 
= Less Profit on sale of Leasehold Property, transferred to Capital Reserve .. 56, 
73,081 46,381 
Deduct Preference Dividend of 5 p cent for the year ended April 30th, 1952, 
7,448 net. ws . .. .. .. 7219 
Less Amount transferre fom the ИЕА Dividend Fund аа ais 7219 
7,875 _ Dividend of 6 per cent on Ordinary Stock for the peer ended April 30th, 1951, T 
m A А E 3s T i T .. -— 
—— 15,323 ; z 
BALANCE OF PROFIT CARRIED FORWARD AT APRIL 30th, 1952: 
57,758 Raphael Tuck & Sons Ltd К id s ae T EN Ба - 46,381 
Subsidiary Companies: 5 
67,855 Balance brought forward from previous year ae ES Le. ie: ae 86,598 
37,820 Deficit of American Subsidiary Company at April 20th, 1951 .. Es is 38,015 
195 Add Holding Company's proportion of the loss for the year .. су es 3,094 
38,015 Deficit at April 30ch, 1952 .. ite E . Зе ve .. 41,109 
Deduct Deficit transferred to Surplus arising on у Consolidation feo трн 
38,015 off holding in American Subsidiary In previous years ? K РЕ 41,109 
18,743 Add Amount retained by English Subsidiary Companies i. T is 575 
86,598 —— 87,173 
£144,356 £133,554 
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REVIEWS 


Handbook on the Formation, Management and 
Winding -up of Joint Stock Companies 
by Sir Francis Gore-Browne, M.A., K.C. 
Forty-first Edition . 
by Philip James Sykes, M.A., Barrister-at-Law, 
L. J. Morris Smith, Barrister-at-Law, 
Oliver Smith, Barrister-at-Law, and 
Stanley Borrie, Solicitor 
(Jordan & Sons Ltd, London. £3 3s net) 
In the forefront of practitioners’ text-books on com- 
pany law are Buckley and Gore-Browne. Buckley 
sets out the Companies Act with annotations and is 
concerned primarily with the lawyer’s point of view; 
Gore-Browne adopts narrative treatment and con- 
tains a vast amount of information on the more 
practical aspects not easily obtainable elsewhere — not 
that law is in anyway neglected, all the four editors 
being lawyers specializing in company matters. 

The new edition was necessitated by the 1948 
Act, consequently many decisions on the new Act 
have been incorporated. One would have appre- 
ciated rather fuller treatment of the Eighth Schedule 
(accounts) — which is largely confined to a reproduc- 
tion of the statutory provisions ~ and also of the 
section on exempt private companies. 

However, notwithstanding the elimination of 
much obsolete matter, the latest edition covers 
almost a thousand pages of clear type which, for the 
comparatively modest price, represents remarkably 
good value. 

The Law of Contract 
(Third Edition) 
by G. C. Cheshire, D.C.L., F.B.A., 
Barrister-at-Law, and 
C. Н. S. Fifoot, M.A., Barrister-at-Law 
(Butterworth & Co (Publishers) Ltd, London. 
£2 25 net) 
Students all over the world have reason to be grateful 
to Dr Cheshire for his masterly exposition of English 
land law. In this book he performs a similar service 
in relation to the English law of contract. 

"The first edition was prepared comparatively 
recently and the dead wood which accumulates 
imperceptibly in older works is happily absent. This 
fact, combined with a facility of expression and a 
knowledge of students' needs, makes the book an 
ideal first text-book which will also be of great use 
to those who have to decide actual problems arising 
out of this constantly changing branch of the law. 


SHORTER NOTICES 
THe A.B.C. or Income Tax Return Maxine, by 
5. C. Н. Smith, late Н.М. Inspector of Taxes, 
Fifty-sixth Edition (Advertiser Press Ltd, Hudders- 
field. 8s 6d post free). That this book, first published 
in 1914, has now reached its fifty-sixth edition is a 
measure.of its general usefulness. The pattern of 


earlier editions is followed, but there is a welcome 
chapter on the excess profits levy. À number of cases 
are referred to; for example, there ia a list of twenty- 
four in connection with sur-tax settlements, and while 
the year of the case is given as well as the Court which 
considered it, an unfortunate omission is the reference 


number of the appropriate report. 


Тне CoMMERCIAL Law or ScorLAND, by W. D. 
Esslemont, M.A., B.L. Fifth Edition by Frank Ramsay, 
B.L. (William Hodge & Co Ltd, London, Edinburgh 
and Glasgow. 21s net.) А new Companies Act has 
come into being since the last edition of this popular 
handbook was published in 1946. Mr Ramsay, who 
has undertaken the preparation of the present 
edition, has made the necessary alterations caused by 
this and other supervening legislation and by 
judicial decisions, without altering the general 
character of the book which remains pleasingly non- 
technical in language and informal in style although, 
as always, reliable in content. - 

ACCOUNTING PROBLEMS WITH ANSWERS, by Joseph 
C. Schabacker and Paul K. Schroeder. (Barnes & 
Noble, Inc, New York. $1.50.) Made up of 118 
problems on sixteen aspects of elementary accounting 
and four complete examination papers covering the 
same range, this book gives an interesting insight 
into the standard expected of the first-year American 
student. The terminology is, in some instances, a 
little strange but the gist of the questions is apparent. 
The answers are given in rather more detail than 
would be necessary for examination purposes and 
this adds appreciably to the teaching value of the 
book. · 


RECENT PUBLICATIONS 


Srmon’s Income Tax, 2nd edition, Editor-in-Chief, The 
Rt Hon Viscount Simon, G.C.3.1., G.C.V.0., D.C.L., LL.D. 
Five volumes, including Index. 91 х 64. £15 155 per set; 
plus £2 125 6d a year for the service. Carriage and packing 
extra. Butterworth & Co (Publishers) Ltd, London. 

Excess PROFITS Levy FOR STUDENTS AND PRACTITIONERS 
by The ‘B.C.A.’ Tutors, У + 59 pp. 94 x 7. Paper cover. 
8s net. Textbooks Ltd, London. 

Tue Union or SourH Arrica Income Тах Acts (Сом- 
SOLIDATED), 1952, compiled by Jos. Lavine, B.COM.(RAND), 
A.C.W.A. v-- 118 pp. 10X6. Hortors Ltd, Johannesburg. 

AN EXPLANATION OF THE Excess Prorrrs Levy, by H. A. R. ў, 
Wilson, Р.С.А., F.8.A.A. ХИ + 111 pp. 84х54. 8s 6d net. 
H.F.L. (Publishers) Ltd, London. 

Tue GROUNDWORK ов Economics. Fourth Edition, by 
Н. A. Silverman. xvi+ 141 pp. 71 X 5. 18s net. Sir Isaac 
Pitman & Sons Ltd, London. 

‘TAXATION AND INCENTIVE, by Lady Rhys-Williams, D.B.E. 
188 pp. 8 х 5%. 155 net. William Hodge & Co Ltd, 
London, Edinburgh and Glasgow. 

Tre Businesss Docron, by Walter Pinner, DR.ECON. (Halle- 
Wittenberg). xii + 177 pp. 8k X 54. 18s net. Sir Isaac 
Pitman & Sons Ltd, London. 

A STANDARD SysTeM OF NATIONAL Accounts, published by 
the Organization of European Economic Co-operation, 
Paris. 12 pp. 9$ X 6, (paper cover). Obtainable from 
H.M.S.O. 4s net. - 

Tue Company Prospectus. A series of four lectures 
reprinted from The Accountant. 52 pp. 81 X 5$. 35 6d net, 

_ post free 3s 8d. Све & Co (Publishers) Ltd, London. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Oldest Firm ? 


Sir, – It seems unlikely that many firms of account- 
ants can trace their foundation back as far as 1796 
and even more unlikely that a direct descendant of 
the founder should be in practice today. 

The Institute’s collection of early books has recently 
been augmented by a most interesting presentation 
by Mr Cecil Lanphier Jones, ғ.с.л. This is the 
original licence to print issued to Edward Thomas 


Jones in connection with his patented English System: 


of Book-keeping published in 1796. It is signed by 
George III and the Duke of Portland and has been 
handed down from father to son. | 

Edward Thomas Jones gave the licence to print 
to one of his sons, Theodore, who subsequently took 
into partnership Theodore Brooke Jones, a grandson 
of E. T. Jones. The firm practices to this day in the 
name of Theodore B. Jones & Co and a history of 
over 150 years since it was first founded must surely 
be a record. 

Edwin Jones, another son of E. Т. Jones, founded 
the firm of Edwin Jones & Co of London, which is 
still carried on by descendants of the founder. The 
following other firms of chartered accountants can 
also trace their foundations back to the E. T. Jones 
family: Hill, Vellacott & Co (formerly Theodore 
Jones, Hill & Co) and Jones, Crewdson & Youatt 
(formerly Jones, Crewdson & Co). 


The Institute’s fine copy of-the first edition of, 


E. T. Jones’ book was exhibited at the Exhibition of 
Early Books on Book-keeping held in Guildhall in 
connection with the Sixth International Congress on 
Accounting last June. The library also has a copy of 
the original patent for the invention of this system. 

It would be of great interest to hear from any 
members whose firms may have evidence of origins 
earlier than Theodore B. Jones & Co. Should they 
wish to follow Mr Cecil L. Jones’ example and 
present the evidence to the Institute Library it 
would be most gratefully received. If originals 
cannot be presented photostat copies would be 


welcome. Yours faithfully, 
HUGH W. THOMSON, 
Librarian, 
Tue INSTITUTE OF CHARTERED 
ђ ACCOUNTANTS IN ENGLAND AND WALES. 
London, EC2. 
[This is an interesting subject for research and we shall 
welcome letters from our readers for our correspond- 
ence columns, ~ Editor.] 


Companies Act, 1948: Validity of Signatures 
Sir, – With reference to ‘Kingston’s’ letter in your 
issue of February 14th, surely Section 179 of the Act 
clearly prohibits one person from witnessing sealing 


in a dual capacity, otherwise the intention of articles 
requiring one director and the secretary (ie. two 
a) to witness could, be evaded by one person 
who held both positions. 

The same must, in my opinion, apply in the 
circumstances described by your correspondent 
*Kingston', as otherwise the intention of the articles 
to require the presence of three persons to witness 
sealing is аа defeated. 

Yours faithfully, 
ROBERT P. CROUT, Е.С.1.5., А.А.С.С.А. 


London, Wr. 


Sir,-In reply to a letter you published from 
*Kingston' in your issue dated February 14th, 1953, 
I would like to say that though Section 179 of the 
Companies Act expressly forbids a person who is a 
director and secretary from witnessing the seal in his 
dual capacity, nothing, however, is provided for the 
secretary to sign in his capacity of secretary. He may 
have an assistant secretary who is authorized to 
witness the seal. If this is the case, then he could 
sign as director and his assistant as secretary. 
Yours faithfully, 
P. N. STANILAND, 


Sheffield, rr. Secretarial student. 


Companies Act, 1948: Proxies 


Sir, — With reference to the letter in your February 
7th issue headed ‘Companies Act, 1948: Proxies’, 
Article No. 69 of Table A is quite consistent with 
Section 136 (3) of the Act, since the article does not 
require a proxy to be received more than forty-eight 
hours before the meeting; it is sufficient if it is 
received either forty-eight hours before or more than - 
forty-eight hours before. . 
Yours faithfully, 
MONTAGU TEMPLE. 
Lincoln’ s Inn. 


Checking System for Libraries 


Sir, – I shall be very grateful if any of your readers 
could let me have details of an efficient system of 
checking on circulating libraries. Our business has a 


. large number of branches selling mainly sweets and 


confectionery, but several of them also have libraries 
attached, and it is difficult at the moment to check 
that all takings are accounted for, and that receipts 
from libraries are not being used to bolster up the 
confectionery sales and thus conceal pilferages and 
stock losses. 
Yours faithfully, 
J. C. 5. 
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THE ROYAL COMMISSION 
THE INSTITUTE’S SUPPLEMENTARY MEMORANDA 


We reproduce below the fall text of the first supplementary memorandum submitted 
by the Council of The Institute of Chartered Accountants in England and Wales to 
the Royal Commission on the Taxation of Profits and Income. It is dated November 
5th, 1952. The original Part B memorandum was too long a document for repro- 
duction in full, but all the submissions were reproduced in our issue dated March 
22nd, 1952, and the full text of Head 21 in our issue of March 29th, 1952. 


FIRST SUPPLEMENTARY MEMORANDUM 


Head No. 4 (a): Overseas Profits 
Proposed remittance basis 


1(375) In paragraph 46 of its Part B memorandum 
the Council made the following submission: 
‘Legislation should be introduced to remove from the 
scope of Cases I and II of Schedule D profits arising 
from business activities carried on overseas and to 
provide that United Kingdom taxation is to be charged 
on such profits only to the extent of remittances to the 

United Kingdom and subject to appropriate relief for 

overseas tax.’ 

As a result of questions put to the Institute’s witnesses 
who gave oral evidence on July 18th, 1952, the Council 
now submits this supplementary memorandum ampli- 
fying the reasons for making the above submission and 
indicating how it could be implemented. 

(376) The Council appreciates the importance and 
complexity of the problem of taxation of overseas 
profits and the above recommendation was not reached 
without carefully weighing the arguments for and 
against the remittance basis, It was realized that the 
proposal would involve some loss of tax revenue. On 
the other hand it was thought that if nothing was 
done this source of revenue would in any case decline 
and ultimately disappear. Moreover, there are weighty 
reasons, dealt with in the next paragraph, which in the 
opinion of the Council override the possibility of loss 
of revenue. 

- (377) The Council wishes to emphasize the con- 

siderations mentioned in paragraphs 38 to 45 of the 
Part B memorandum. It is considered that the taxation 
system should be such as to encourage, and not dis- 
courage, the control from the United Kingdom of 
ventures in overseas countries, the carrying on of 
trade between the United Kingdom and overseas 
countries, the maintenance of the-United Kingdom as 
a financial centre and a marketing centre for overseas 
produce, and the holding in the United Kingdom of 
overseas funds. In particular the Council considers 
that great importance should be attached to the 
following considerations: - 


(a) If the United Kingdom is to retain its position 
as a financial centre, it cannot be permanently 
enclosed by a ring fence. The restrictions im- 
posed by the Finance Act, 1951 (now Section 
468, Income 'l'ax Act, 1952), on the transfer of 
control, coupled with the present high rates of 
taxation, must greatly restrict, if not entirely 





‘The paragraph numbers in this memorandum continue from 
those in the Part B memorandum. 


prevent, the establishment of overseas enterprises 
controlled from the United Kingdom. 

(b) Any decline in the number of overseas businesses 

-controlled from the United Kingdom must 
eventually affect British exports and the recruit- 
ment of managerial and technical staff from the 
United Kingdom for overseas enterprises. 
Businesses controlled overseas are less likely to 
buy their goods or equipment or obtain their 
staff from the United Kingdom; nor are they 
so likely to use London markets for the disposal 
of their products; nor will they be so ready to 
effect insurances in the United Kingdom and to 
make use of British financial facilities generally. 

(c) Serious political considerations can arise where a 
business operating overseas is compelled to pay 
United Kingdom taxation upon the whole of 
its overseas profits, Where concessions or other 
facilities have been obtained from an. overseas 
government, these political considerations can 
assume serious dimensions. In some colonies 
relief from taxation is granted for a period of ' 

. years in order to encourage the establishment of 
pioneer enterprises. 'l'he present basis of giving 
double taxation relief has the effect, in the case 
of a United Kingdom-controlled enterprise, that 
the special relief given in the colony merely 
operates to increase the taxation yield to the 
United Kingdom Treasury. Similar considera- 
tions apply to certain special allowances granted 
in overseas countries in the case of oil and mining 
concerns. Criticism of this situation has been 
heard and it cannot be expected that the over- 
seas governments concerned will be content to 
let the position continue indefinitely. 

(а) It is desirable and is becoming increasingly 
common for United Kingdom concerns operat~ 
ing overseas to obtain financial participation by 
local interests. United Kingdom taxation is an 
adverse factor which may seriously prejudice the 
possibility of making such arrangements. 

(378) As indicated in paragraph 38 of the Part B 
memorandum, the place of control (in the sense of 
management, supervision or chief directing power) of 
an overseas business is the decisive factor in deter- 
mining the liability to United Kingdom taxation. If 
the control is exercised from the United Kingdom the 
whole of the overseas profits, whether remitted to the 
United Kingdom or not, is chargeable to United 
Kingdom taxation. Тће Council's proposal is that 
there should be statutory provision whereby United 
Kingdom taxation of profits derived from business 
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activities carried on through a permanent establish- 
ment in an overseas country would be charged only 
on ‘the amount of profits remitted to the United 
Kingdom. For this purpose the definition of ‘perman- 
ent establishment’ could be similar to that adopted 
in many of the existing double-taxation conventions. 

(379) If the principle of restricting United Kingdom 
taxation to profits remitted to the United Kingdom is 
accepted, the practical problem is to devise a satis- 
factory method whereby remittances of profits can be 
clearly identified as such so that they, and they alone, 
are brought into charge to United Kingdom taxation. 
There is already provision for a remittance basis which 
applies to profits chargeable under Case V of Schedule 
D. The definition of remittance (see Section 132 (3) (6) 
of the Income "Тах Act, 1952) is, however, too broad 
in its scope to enable it to be used for all overseas 
profits without the serious risk of discouraging the 

' trading and financial activities to which importance 
is attached in paragraph 377 above. 

(380) The Council therefore considers that the 
following principles for applying the remittance basis 
should be incorporated into the taxation legislation, 
in the case of an individual, a partnership, or a com- 
pany, resident in the United Kingdom and having a 
permanent establishment in an'overseas country: 


(a) United Kingdom taxation would be chargeable. 


only on remittances -of profits to the United 

Kingdom, subject to appropriate relief for over- 

seas. tax. For this purpose ‘remittances’ would be 

appropriately defined, with specific provision 
whereby none of the following would be treated 
as remittances of profits: 

(i) Current trading transactions. Transfers of 
cash or goods in respect of sales, purchases, 
service charges and other trading transac- 
tions between the United Kingdom and the 
overseas establishment. (The Council con- 
siders that without a provision of this nature 
there would be a strong deterrent to the 
selling of overseas produce in the United 

. Kingdom, the purchasing of supplies in the 
United Kingdom and the carrying out of 
other ordinary trading transactions which 
are important to the United Kingdom 
economy). 

(ii) Capital equipment. Amounts received in the 
United Kingdom and applied for capital 
expenditure on behalf of the overseas estab- 
lishment and amounts received and retained 
in the United Kingdom for future capital 
expenditure. (The Council considers that 
without such a provision there would be a 
strong deterrent to the obtaining of new or 
replacement equipment from United King- 
dom manufacturers.) 

(iii) Loans and other capital transactions. Any 
amounts received in the United Kingdom 
which can be established as being in respect 
of repayment of loans, capital profits, reim- 
bursement of amounts remitted from the 
United Kingdom in previous years in order 
to finance losses of the overseas establish- 
ment, and any other amounts which do not 
represent remittances of profits. 

(iv) Past profits. Any sum by which the aggregate 
amount received in the United Kingdom 
(excluding amounts exempted under (i) to 
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(iii) above) since the date on which the pro- 
posed remittance basis is introduced, exceeds 
the aggregate profits (less losses) of the over- 
seas establishment from that date. ` 

(b) In order to enable remittances of profits to Ђе 
identified on the foregoing principles it would be 
necessary to provide for: 

(i) The ascertainment of the profits and losses 
of each overseas establishment, including 
provisions relating to the determination of 
appropriate prices for trading transactions 
between the United Kingdom proprietors 
and the overseas establishment and pro- 
visions to avoid double charge to United 
Kingdom taxation of profits arising on such 
transactions. 

(ii) The keeping of such records as will permit 
the identification of amounts listed in (a) 
above as being amounts which are not to be 
treated as remittances of profits. 

(c) Losses of overseas establishments would not 
give rise to relief from United Kingdom taxation. 

(d) It may be considered desirable to provide some 
safeguard to the Inland Revenue against the 
accumulation of an unreasonably large amount in 
the United Kingdom, either on current account 
in excess of trading requirements or on capital 
expenditure account in excess of probable capital 
expenditure. Such a safeguard might be provided 
by empowering the Board of Referees to decide 
whether the amount accumulated is unreason- 
ably large and, if so, requiring the excess over 
reasonable requirements to be brought into 
charge to United Kingdom income-tax, or to be 
remitted overseas, or to be invested in ear- 
marked securities or transferred to a special 
bank account which could be drawn upon with- 
out liability to United Kingdom taxation pro- 
vided the withdrawal was for the purpose of 
making a remittance overseas or for the purchase 
of capital equipment for overseas establishments. 

(381) As already indicated, this supplementary 

memorandum is submitted in amplification of the 
submission in paragraph 46 of the Part B memo- 
randum. ЈЕ may be useful to summarize very broadly 
the view which the Council has taken on this subject 
of overseas profits, namely: 

(a) The existing position is unsatisfactory and some- 
thing should therefore be done, not only to avoid 
inequity but also in the more important economic 
interests of the United Kingdom. 

(b) In principle the remittance basis is logical and 
reasonable because there is little, if any, justifica- 
tion for charging United Kingdom taxation on 
profits retained in overseas enterprises, whilst it 
is reasonable for United Kingdom taxation to be 
charged on profits remitted as such to the United 
Kingdom. 

(e) The adoption of a remittance basis necessarily 
involves considerable complications, as evidenced 
by the nature of the proposals in this memo- 
randum. Nevertheless there appear to be no 
insuperable difficulties and this view is borne 
out by the fact that certain es of overseas 
асое are at present charged on а remittance 

asis. 

(d) ТЕ the proposal were adopted experience would 
no doubt show ways in which attempts might be 
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made to avoid United Kingdom taxation in an 
unfair manner. Amendments could be made 
from time to time in order to close any serious 
loopholes of this kind. There may be minor 
loopholes which it would not be possible to close 
effectively, but these are relatively unimportant 
compared with the urgent need to prevent 
serious damage to the United Kingdom economy. 


Other bases 

(382) The remittance basis is not the saly basis 
which could be adopted in place of the existing 
arrangements. For example, the Council is aware of 
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a suggestion to the effect that profits derived by United 
Kingdom residents from business activities carried on 
overseas should be exempt from all United Kingdom 
taxation on profits, except that sur-tax would be 
chargeable where applicable on dividends received by 
individual United Kingdom shareholders and on 


. remittances of profits received by individuals carrying 


on business solely or in partnership. There are also 
other methods adopted in other countries. If the 
Royal Commission so desires the Council would be 
prepared to submit a further memorandum dealing 
with the ‘sur-tax’ basis or any other alternative to the 
remittance basis, such as the method adopted in the 
Netherlands. 


SECOND SUPPLEMENTARY MEMORANDUM 


Following is the full text of the second supplementary memorandum submitted 
by the Institute, It is dated February 4th, 1953. 


This memorandum deals with the effect of the Finance 
Act, 1952, on the Council's Part B memorandum dated 
March 5th, 1952 

(383) With the exception of profits tax changes and 
the introduction of the excess profits levy (both of 
which are referred to in later paragraphs) the Finance 
Act, 1952, has had little effect on the contents of the 
Council's Part B memorandum. No attempt has been 
made in this supplementary memorandum to bring 
up to date, by means of detailed amendments, the 
statements made in the Part B memorandum on such 
matters as personal and other allowances; the Council 
has decided to state only the general nature of those 
changes, except in the few instances where submis- 
sions made in the Part B memorandum now require 
revision or deletion. 


Effect on Head No. 7 


(384) Sections 19 to 25 and the Sixth Schedule to 
the Finance Áct, 1952, have extended various capital 
allowances, some of the new provisions being designed 
specifically to give effect to certain recommendations 
of the Tucker Committee on Taxation of Trading 
Profits. Тће Council welcomes this step to remove 
some former inequities, but still considers that the 
best means of giving effect to the recommendations of 
the Tucker Committee would be to adopt the submis- 


sion made by the Council in paragraph 130 of its Part B` 


memorandum. Indeed, the Council considers that these 
provisions of the new Act are yet another example of 
‘piecemeal’ legislation which is deprecated in para- 
graph 130 (d). In particular the Sixth Schedule to the 
Finance Act, 1952, is a very complicated piece of 
legislation amending the Sixth Schedule to the Finance 
Act, 1949 (now incorporated in Chapter II, Part X of 
the Income Tax Act, 1952), which the Council has 
already described in paragraph 128 as being almost 
unintelligible in many places. 


Effect on Head No. 9 


(385) The explanatory matter contained under 
Head 9 has throughout been affected by the changes 
in personal and similar allowances introduced by 
Sections 14 and 15 of the Finance Act, 1952. No 
attempt is made here to show the detailed amendments 
required in the Institute's memorandum since, in the 


opinion of the Council, the changes have not affected 
the substance of the submissions. The introduction of 
the additional step in the rates of reduced rate relief 
is in the opinion of the Council a move in the right 
direction. 


Effect on Heads Nos. 10, 11 and 12 


-(386) The explanatory matter under Heads ro, ІІ 


and 12 has also been affected by the changes in per- 
sonal and similar allowances introduced by the Finance 
Act, 1952, but the Council considers that these changes 
have not affected the substance of the submissions. 
In fact the Council considers it necessary to repeat the 
submission in paragraph 185 (c) that ‘the income limit 
in the case of apprentices should be brought into line 
with the normal income limit for child allowance’. 
The increase in the limit from £13 to £26 introduced 
by the Finance Act has done little to remove this par- 
ticular inequity, and has had no effect whatsoever on 
the Council’s alternative submission that repayments 
of premium should be ignored for the purpose of the 
normal income limit for child allowance. 


Effect on Head No. 13 
(387) Paragraph 204 (b) must now be read in con- 


_ junction with the provisions of the Finance Act, 1952, 


which make small increases in the amounts of personal 
and other allowances. 


Effect on Head No. 19 


(388) Paragraph 299 (c) should be deleted in view of 
the new provision in Section 27 of the Finance Act, 
1952, which enables losses to be carried forward with- 
out time limit. Section 27 (3) of the Finance Act, 
1952, also removes the time limit on the carry forward 
of a very limited category of the management expenses 
of investment companies, і.е. such management 
expenses as could formerly be carried forward for six 
years under Section 425 (2) of the Income Tax Act, 
1952. The management’ expenses which could be 
carried forward under Section 425 (2) were merely 
those which remained unrelieved solely through the 





! Note. – The expression ‘investment companies’ is used in this 
ax Ac. to cover all concerns within Section 425 of the Income 

ах Act, 1952, ie. life assurance companies, investment com- 
panies and societies, and savings banks. 
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operation of the ‘notional Case I’ restriction. There 
are relatively few investment companies which are 
subject to that restriction and which can therefore 
derive any benefit from Section 425 (z) of the Income 
Tax Act, 1952, as amended by Section 27 (3) of the 
Finance ‘Act, 1952. Every investment company remains 
subject to the anomaly that if in any year its manage- 
ment expenses exceed its income it can never obtain 


relief on the excess. Accordingly Section 27 of the. 


Finance Act, 1952, only meets the submission in 
paragraph 304 of the Council's memorandum to a 
very limited extent. The Council supports the recom- 
mendation in paragraph 303 of the report of the Tucker 
Committee, i.e. that investment companies should be 
entitled to carry forward any management expenses 
which are unrelieved owing to insufficiency of income 
and set them against income of a subsequent year. |. 


Effect on Head No. 20 


(389) Paragraph 314 (b) should be deleted in view 
of the provisions of Section 18 of the Finance Act, 
1952, relating to the treatment of sources of income 
taxable under Cases III, IV and V of Schedule D which 
are disposed of or cease to yield income. The Council, 
however, put forward this submission only 88 an 
alternative and therefore the submission in paragraph 
314 (a) still stands, namely, that the basis of assessment 
under Cases III, IV and V of Schedule D should be 
the actual income for the year of assessment. 


Profits Tax: Head No. 22 


(390) Since the Council of the Institute submitted 
its Part B memorandum dated March 5th, 1952, the 
Finance Act, 1952, has made a number of changes in 
the profits tax legislation which have the effect of 
rendering out of date Head 22 of Part В memorandum. 
The Council has therefore decided to requést the 
Royal Commission to delete from the Part B memo- 


. randum Head No. 22 consisting of paragraphs 336 to 


366, and to consider instead the revised Head 22 
annexed to this memorandum. · 


Excess Profits Levy ae 
(391) The.Finance Act, 1952, introduced a new tax 


-on company profits, namely, the excess profits levy. 


There have been two similar taxes in the past, the 
excess profits duty of the First World War and the 
excess profits tax of the Second World War. Consider- 
able experience is therefore available of the admini- 
stration, incidence and effects of a tax on ‘excess 
profits’ and this experience shows that serious dis- 
advantages inevitably accompany such a tax. It is 
doubtful whether a tax on ‘excess profits’ is wise even 
in the special circumstances of war; but in a period of 
severe peacetime economic difficulties, the disad- 
vantages of such a tax have even greater significance 
than they had when all considerations were sub- 
servient to the conduct of war. Some of the more 
serious disadvantages are stated shortly in the following 


paragraphs 


Effect on Efficiency 

(392) If a tax on ‘excess profits’ is to be high 
enough to be worth imposing at all, it must operate 
against the efficient conduct of businesses because the 
tendency is to encourage extravagance and waste, 
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thereby increasing costa and contributing to the causes 
of inflation. 


Inherent anomalies 


(393) It is impossible to avoid anomalous treatment 
of one business compared with another. Alternative 
standards and other special provisions may operate to 
reduce hardship but they do not remove anomalies : 
inherent in the conception of ‘excess profits’: A business 
which benefits directly from war contracts, or from a 
peacetime rearmament programme, may well have to 
bear a smaller burden than another business which is 
in no way dependent on such contracts or such a 
programme. So many fortuitous circumstances are 
involved that serious anomalies are inevitable. 

(394) The new excess profits levy, introduced seven 
years after the cessation of hostilities, is likely to result 
in anomalies to а much greater extent than its two 
similar predecessors. During those seven years 
businesses have been affected in diverse ways in the 
process of changing from war to peace production and 
many businesses whose earning power was damaged 
during the war have had rehabilitation problems. - 
During the same period, businesses have been affected 
in many respects by various forms of control which 
have existed — control of materiale, control of labour, 
control of prices, control of capital issues, rationing, 
import restrictions, export priorities, requisitioning 


. and de-requisitioning of premises, and controls im- 


posed in other countries. The development or other- 
wise of particular businesses has been affected in 
widely differing ways according to the point at which 
a control has been imposed, strengthened, relaxed or 
removed. These special post-war conditions, together 
with the severe post-war inflation, make the concep- 
tion of ‘excess profits’ even more artificial than іб was 
for the purposes of the excess profits duty and the 
excess profits tax. 


Hindrance to production 


(395) Because of the artificial nature of the con- 
ception of 'excess profits! some businesses may be 
unable to embark on schemes for increasing important 
production for which new capital would be required. 
When the details of the new levy were announced in 
the Finance Bill, some businesses found it necessary 
to abandon projects for increasing vital production 
because the incidence of the levy on their 'excess 
profite! would have prevented them from raising the 
capital with which the production would have been 
financed. 


Heavy administrative burden 

(396) Мо form of tax on ‘excess profits’ can be 
simple to administer and the new levy will add. con- 
siderably to the work of the Inland Revenue; a burden 
which can presumably be carried only by increasing 
the staff (which it has been said is not the intention) 
or diverting skilled and experienced officers from 
other important work on which they would otherwise 
be engaged. It will also certainly call for the expendi- 
ture of a great amount of time by accountants and 
business men, first in endeavouring to interpret the ' 
practical effect of the involved wording of the Act 
and then in preparing the required computations. 
In the original Bill an attempt was made to make the 


administrative work less complicated than it was for - 
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the excess profits tax, but amendments had to be made 
in order to avoid some of the inequities which would 
have existed under the original proposals. In the result 
it is doubtful whether any simplification has been 
achieved. Highly skilled persons ought not to be 
diverted to unproductive work of this kind unless it 
can clearly be established that to do so will assist the 
country in its economic difficulties. 


SUBMISSION 

(397) Experience has shown that a tax on ‘excess 
profits’ is a hindrance to efficiency and expanding 
production; that it creates a heavy administrative 
burden calling for the services of many skilled persons; 
and that the conception of ‘excess profits’ must.result 
in many anomalies and inequities. For these reasons 
the imposition of such a tax is most undestrable. 


Detailed comments on the levy 

(398) Specific anomalies and inequities resulting 
from the excess profits levy provisions of the Finance 
Act, 1952, are already apparent. Many others will 
become evident as experience is gained of the operation 
of the Act. If at a later date the Royal Commission 
wishes to receive evidence on the detailed provisions, 
no doubt an announcement to that effect will be made. 


· REVISED HEAD NO. 22: PROFITS TAX 


General Review 


(309) What is now known as the profits tax was 
originally imposed in 1937 as the national defence 
contribution, introduced to finance a rearmament 
programme. It was originally operative for a period of 
five years from April 1st, 1937, but was continued 
indefinitely by the Finance Act, 1942. The charge was 
on profits of trades and businesses including agri- 
cultural businesses and those consisting of the holding 
of investments or other property; but it did not extend 
to professions relying on personal qualifications where 
making contracts on behalf of others was not the main 
purpose. Exemption was provided for in the case of: 
(a) Water, gas, electricity, railway and other public 
utility undertakings carried on by local or public 
authorities, or by other persons authorized by 
statute to render such services subject to statu- 


tory restrictions on prices charged and dividends ' 


paid. 

(b) industriel concerns where the commissioners for 
the special areas certified that exemption in 
whole or part was expedient for the purpose of 
inducing persons to establish undertakings in 
those areas. 

(c) Friendly societies, trade unions and savings 
banks 


(d) The British Broadcasting Corporation. 


(e) Certain shipping and air lines (in this case under | 


recip arrangements to avoid double tax- 
ation). 

(400) The rate of tax was 5 per cent in the case of 
bodies corporate and 4 per cent in all other cases and 
the charge was made not for the fiscal year but for 
each 'chargeable accounting period' (in general the 
accounting year of the business) on the profits of that 
period – not, as in the case of income-tax, on the basis 
of the profits of a year preceding the year of assess- 
ment. No contribution was payable where the profits 
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for. a chargeable accounting period did not exceed 
£2,000; and where they exceeded that amount but did 
not exceed {£12,000 an ‘abatement’ was allowed of 
one-fifth of the amount by which the profits fell short 
of £12,000 

(401) Profits were computed on the same principles 
as for income-tax purposes with certain modifications 
such as the deduction of interest and other charges 
(which are disallowed for income-tax purposes only 88 
a means of carrying out the system of deduction of 
tax at source) and no deduction for the annual value of 
premises owned and occupied for the business (which 
is deducted for income-tax purposes because of the 
charge under Schedule A). There were also special 
provisions directed against avoidance, such as restric- 
tions on the allowable remuneration of controlling 
directors, and disallowance of interest and similar 
payments made to proprietors. 

(402) National defence contribution was an allow- 
able deduction from the profits of a chargeable account- 
ing period in computing profits for income-tax pur- 
poses for the year of assessment based on that period. 
When the excess profits tax was introduced by the 
Finance (No. 2) Act, 1939, the two taxes were alterna- 
tive, only the higher being charged. 

(403) The name of the national defence contribu- 
tion was changed to the profits tax as from January 
ist, 1947, and from that date the tax assumed its 
present form and importance. The major changes 
made by the Finance Act, 1947 (apart from an increase 
in rate), were: 

(a) Тће tax ceased to be charged on individuals and 
partnerships but became chargeable, in modified 
form, on certain bodies previously exempt 
(mainly public utility undertakings which had 
been nationalized). 

©) A distinction was introduced between dis- 
tributed and undistributed profits, which -was 
effected by charging the whole of the profits at 
the higher rate and then giving relief, at the 
difference between the higher and the lower rate, 
on the proportion of profits not distributed to 
the proprietors. 

(c) Investment income was required to be included 
in computing profits except where it was ‘franked 
investment income’, that is to say distributions 
from bodies chargeable to profits tax. 

(404) The higher rate was fixed at 124 per cent, and 
the lower rate at 5 per cent, as from January rst, 1947, 
by -the Finance Act, 1947, but these rates never 
operated as they were increased to 25 per cent and 
то per cent respectively with retrospective effect from 
January Ist, 1947, by the Finance (No. 2) Act, 1947. 
Under the Profits Тах Act, 1949, there was a further 
increase, operative from October rst, 1949, from 
25 per cent to 30 per cent for the higher rate; and again 
under the Finance Act, 1951, the higher rate was 
increased from 30 per cent to 50 per cent from January 
ist, 1951. A further change wag made as from January 
tst, 1952, by the Finance Act, 1952. Under that Act 
profits tax ceased to be an allowable deduction in com- 
puting profits for income-tax purposes and the rates 
were amended from 1o per cent to 2} per cent for the 
lower rate and. from 50 per cent to 22% per cent for 
the higher rate. These new rates represent a slight 
reduction in the burden of tax but most of the reduc- 
tion of percentages merely counteracts the absence of 
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any deduction for income-tax purposes. The whole of 
the chargeable profits are charged at the higher rate 
(now 22% per cent) and non-distribution relief (now 
20 per cent) is then given on profits not distributed to 
proprietors. If in a subsequent period distributions 
exceed the chargeable profits of that period, the excess 
gives rise to a distribution charge designed to with- 
draw the non-distribution relief previously given. The 
amount of the distribution charges which can be made 
in this way is limited only by the accumulated amount 
of non-distribution relief given since January rst, 
1947; but in the case of a distribution charge after 
1951 withdrawing non-distribution relief given for 
accounting periods between January rst, 1947, and 
December 31st, 1951, the charge will be one-half of 
the non-distribution relief on which the charge is 
based, this reduction by one-half being merely a 
means of producing approximately the same effective 
distribution charge as there would have been if profits 
tax had continued to be an allowable deduction in 
computing profits for income-tax purposes. 

(405) It will be seen, therefore, that what was 
originally a comparatively insignificant tax has been 
increased rapidly and, through the introduction of the 
two rates, has become a tax which varies according to 
the use to which the profits are put. The present 
position is broadly that the profits tax is charged on 
the profits of trades or businesses (including businesses 
consisting of the holding of investments or other 
property) carried on in the United Kingdom by a 
body corporate or by an unincorporated society or 
other body, or carried on abroad by such а body ог 
society ordinarily resident in the United Kingdom. 
The exemption limit of £2,000 and the ‘abatement’ of 
one-fifth of the amount by which the profits fall short 
of £12,000, still apply, as also do the exemptions 
listed as (c), (d) and (e) of paragraph 399. Exemption 
(b) is no longer effective as the ‘special areas’ as such 
do not now exist; and exemption (a) has been replaced 
by a modified charge under which public utility under- 
takings are chargeable only at the lower rate (now 
24 per cent), as also are industrial and provident 
societies. The charge is also restricted to this rate in 
the case of businesses carried on by persons ordinarily 
resident outside the United Kingdom (Section 39, 
Finance Act, 1947), and this includes United Kingdom 
subsidiaries of an overseas company, except in respect 
of distributions to shareholders other than the over- 
seas controlling company; it would appear, however, 
that it may be held that where the rate is thus restricted 
to the lower rate on distributions to the overseas con- 
trolling company, the difference between the lower 
rate (at present 24 per cent) and the higher rate (at 
present 22} per cent) is to be treated as non-distribu- 
tion relief and therefore available at some future date 
to support a distribution charge to the detriment of the 
shareholders other than the overseas controlling 
company. (The serious inequity involved here will 
be apparent from later paragraphs.) In the case of 
building societies the tax is not to exceed 2 per cent 
(6 per cent before the changes made by the Finance 
Act, 1952) of the total profits before deduction of 
interest on loans from members or depositors. Lloyd’s 
and other underwriters are chargeable if they adopt 
the arrangements under the Finance Act, 1949, 
whereby amounts put to special reserve funds are 
allowed as deductions for sur-tax. 
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(406) Investment income is included in the charge- 
able profits except where it is ‘franked investment 
income’, that is to say distributions from bodies which 
are chargeable to profits tax. Groups of companies 
may opt to be treated as one entity, in which case the 
higher rate is chargeable only on distributions to 
shareholders of the holding company and to outside 
shareholders of subsidiaries. 

(407) There are detailed provisions dealing with 

e manner in which ‘distributions’ are to be’ ascer- 
tained and complicated provisions directed against 
avoidance, particularly in relation to payments to 
directors of director-controlled companies and in 
relation to the capitalization of profits and issue of 
bonus shares. 


Fundamental Considerations 


Where the burden falls . 
(408) Although the profits tax appears to be charged 
at а lower rate on retained profits (by charging dis- 
tributions at the higher rate of 224 per cent and 
allowing non-distribution relief of 20 per cent on profits 
not distributed to proprietors) in fact the whole burden 
of the tax falls on profits which would otherwise be 
available for reserves necessary to maintain the business 
and for dividends to ordinary shareholders who bear 
the major risk. The Council pointed out in paragraph 
12 (a) of its memorandum under Part А that the higher 
rate charged on distributions has a serious effect upon 
the income available for distribution and reduces 
greatly the attraction of risk-bearing capital. The fact 
that the profits tax exists and is capable of being 
increased substantially (for example, the rise from 
30 per cent to 50 per cent, with retrospective effect, 
under the Finance Act, 1951) produces uncertainty 
which must further discourage investors from provid- 
ing risk-bearing capital. 

(409) The profits tax has already had the effect of 
encouraging on a considerable scale the financing of 
companies by means of borrowed money, because 
debenture and other loan interest is.allowable as a 
deduction in computing profits for profits tax purposes 
whereas dividends on preference share capital are not 
so allowed; on the contrary the dividends on prefer- 
ence share capital are treated as distributions and 
therefore result in the company being charged at the 
full rate on the amount of the preference dividends. If, 
therefore, there is preference capital the effective com- 
bined charge of income-tax and profits tax on the 
profits remaining after deducting the preference divi- 
dend must exceed 1os in the £; and to the extent that 
preference capital is high in relation to ordinary 
capital, or the preference dividend is high in relation 
to the total profits, this effective rate will increase and 
in extreme cases can exceed 20: in the £. The resultant 
discrimination against risk-bearing capital has made 
for the development of unsound capital structures, and 
the Council expressed the view in paragraph 12 (а) 
of Part A tbat it is undesirable for a separate profits 
tax to exist. 


Defects in the structure of the tax 

(410) Apart, however, from the serious nature of the 
profits tax in principle in relation to risk bearing, the 
structure of the tax carries with it hidden implications 
which are not generally appreciated. Non-distribution 
relief is given for each chargeable accounting period 
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on the profits not distributed to proprietors. This relief 
accumulates from period to period. So long as distribu- 
tions for each period do not exceed the profits for the 
period, the accumulated relief does not give rise to any 
liability. In the event of liquidation, however, the 
accumulated amount of non-distribution relief! may 
become payable to the Inland Revenue by distribution 
charge. Moreover, it is not only on liquidation that a 
diatribution charge may arise even though dividends 
for each period do not exceed the profits of the period. 
This position exists because for profits tax purposes 
almost any payment to proprietors, in respect of 
revenue or capital profits or in some circumstances 
reduction of capital, will rank as a distribution and will 
therefore attract profits tax up to the accumulated 
amount of non-distribution relief. The effect of these 
features of the profits tax legislation is that a company 
(or, in, certain cases of amalgamations, its successor) 
can never divest itself of the possibility of ultimately 
becoming liable, during its life or on liquidation, for 
distribution charges up to the accumulated amount of 
non-distribution relief. For reasons explained in the 
following paragraphs, this position can result in serious 
anomalies and inequities. 

(411) A company is given non-distribution relief for 
each period on the balance of the profits of the period 
which remains after deducting from the total profits 
the amount distributed to proprietors; but the com- 
pany.cannot retain, and therefore can never distribute 
to proprietors, fhe whole of that balance because out 
of it the company has to meet not only income-tax on 
that balance but also the whole of tbe profits tax 
charge for the period and the whole of the excess 
profits levy where applicable. There is, therefore, 
always a substantial part of the non-distribution relief 
given for any particular period which can never result 
in a distribution charge by reason of distribution of the 
profits on which the relief was given; because to a 
material extent those profits are absorbed by taxation 
and are therefore not capable of being distributed. Yet 
this ig not recognized by the profits tax legislation. 
The legislation relating to distribution charges is based 
on a fallacy, namely, that a company is able to retain 
the whole amount on which non-distribution relief is 
given. Accordingly, the whole of the non-distribution 
relief is accumulated from period to period and 
carried forward as being available to support a distri- 





1 In this memorandum the expression ‘the accumulated amount 
of non-distribution relief’ is used in a special sense. Prior to the 
Finance Act, 1952, profits tax was deductible as a charge in 
computing profits for income-tax purposes, but it ceased to be 
во deductible under the provisions of that Act. At the same time 
a change was made in the method of computing a distribution 
charge based on non-distribution relief given up to December 
315t, гост, the object of the change being to achieve approxi- 
mately the^same affective charge as would have been the case if 
profits tax had continued to be deductible for income-tax pur- 
pores. This change is provided for under paragraph 1 of the 

venth Schedule to the Act, the effect of which is that a dis- 
tribution charge based on non-distribution relief given for 
chargeable accounting periods from January rst, 1947, to. 
December 3181, 1951, will be one-half of the non-distribution 
relief on which the distribution charge is based. This reduction 
by one-half is not a lowering of the taxation burden; it is, as 
already indicated, merely а means of achieving approzimstely 
the same effective charge as there would have been if profits tax 
bad continued to be an allowable deduction in computing profits 
for income-tax purposes. In this memorandum the expression 
‘the accumulated amount of non-distribution relief’ is used to 
mean the ag te amount for which distribution charges could 
be made, which amount is, for the reason explained in, this 
footnote, leas than the aggregate non-distribution relief actually 
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bution charge. As already stated, a substantial part of 
the accumulated amount can never give rise to a 
distribution. charge as a result of distribution of the 
profits on which the relief was given; but this part of 
the accumulated amount nevertheless remains avail- 
able to support a distribution charge if the company 
makes distributions out of reserves which existed on 
January 181, 1947, or out of capital profits arising since 
January 186, 1947 (including those on winding-up). 
In this way a substantial profits tax charge can become 
payable out of profits which are outside the scope of 
profits tax. ` d 
(412) Such a defect in the structure of the profits tax 
is both anomalous and inequitable. It is anomalous 
because а profits tax charge can be levied on sub- 
stantial amounts paid out of prófits which are outside 
jhe scope of the profits tar. It is inequitable for the 
reason that one company may have to bear this sub- 
stantial tax burden while another company has no 
such burden because its only resources are its paid-up 
capital plus profits which are within the scope of the 
profits tàx.- Examples are annexed to this memo- 
randum to illustrate the defect explained in the pre- 
ceding paragraph. Тће examples show the substantial 
part of the non-distribution relief which cannot give 
rise to a distribution charge unless the company 
makes distributions out of profits which are outside 
the scope of profits tax. The examples also show that 
the new excess profits levy greatly increases the burden 
of the injustice. It is not difficult to calculate for any 


company the amount of non-distribution relief which : 


relates to profits absorbed by taxation and therefore 
incapable of being distributed; and that amount of 
the relief ought to be final and not carried forward as 
being available for withdrawal in support of a future 
distribution charge. 

(413) Losses are another possible cause of profits 
outside the scope of profits tax being nevertheless 
subjected to a substantial profits tax distribution 
charge. Here again the law relating to distribution 
charges 1s based on a fallacy, namely that profits which 
have subsequently been lost are still available for dis- 
tribution. (The position is illustrated in Example E 
annexed). Non-distribution relief given on such profits 
ought to be final and not carried forward as being 
available for withdrawal in support of a future dis- 
tribution charge, except to the extent that the losses 
are set-off for taxation purposes against later profits. 


Conclusion - 

(414) It will be evident from the foregoing рага- 
graphs that the profits tax not only imposes an апота- 
lous and inequitable burden but is also undesirable 
because of the manner in which it discriminates against 
risk-bearing capital on which the maintenance and 
development of industry largely depend. T'he tax also 
operates against the view, dealt with under Head 
No. 21, that some measure of relief from taxation on 
retained profits is necessary to admit of adequate 
amounts being set aside for maintaining the physical 
capacity of businesses. The acceptance of that view 
would necessarily imply as a first step the removal of 
the profits tax as such, apart altogether from con- 


. sideration of the defects in the structure of the tax. 


SUBMISSIONS 
(415) (a) The profits tax should be abolished and 
at the same time all lability to the future with- 
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- drawal of non-distribution relief should be cancelled. 

(b) Until effect is given to the submission in (а) 

above, the profits tax legislation should be amended 
in the following respects: 

(2) There should be a limitation on the extent to 
which non-distribution relief can be withdrawn 
by means of disiribution charges, the object of 
the limitation being to ensure that a company 
shall not be required in effect to pay profits tax 
on profits outside the scope of the charge to 
profits tax. This can be achieved by providing 
that the total profits tax charge for any period 
shall not exceed the amount of further profits 
tax which would have been payable if for all 
chargeable accounting periods from January 
Ist, I947 (including the period in question), 
there had been distributed the whole of the . 
available balance of profits, less losses, of those 
chargeable accounting periods, that is to say 
the balance remaining after deducting all profits 
tax, all excess profits levy, and all income-tax 
not deductible from distributions. 

(8) It should be made clear that where profits 
tax is restricted under Section. 39, Finance 
Act, 1947, to the lower rate in respect of 
distributions to an overseas controlling com- 
pany, the difference between the lower rate and 
the higher rate shall not be treated as non- 
disiribution relief. 


Matters of Detail on which Amendments 
are Necessary 


(416) In addition to the above submissions on 
matters of principle and so long as the profits tax is 
continued in its present form, there are a number of 
matters of detail on which the legislation should be 
amended and these are dealt with in the succeeding 
paragraphs. 


Directors! remuneration 


(417) There is a limitation on the deduction allowed 
in respect of the remuneration of directors, other than 
whole-time service directors, in the case of a company 
in which the directors have a controlling interest. 
Prior to the Finance Act, 1951, the limit was 15 per 
cent of the profits (computed before deducting re- 
muneration of directors other than whole-time service 
directors) with a minimum of £2,500 and a maximum 
of £15,000. The percentage allowance did not in fact 
become effective until the profits, before charging the 
remuneration in question, exceeded £16,666. Where 
the profits did not exceed that sum the maximum 
total allowance to cover all the directors concerned 
was £2,500. The matter has been complicated further 
by another limit introduced by Section 3o of the 
Finance Act, 1951 (and increased by the Finance Act, 
1952, Section 34), in cases where there are two or 
more directors, other than whole-time service directors, 
who are required to devote substantially the whole of 
their time to the service of the company in a managerial 
or technical capacity. If there are two such working 
directors the allowance of £2,500 is in effect raised to 
£4,000; if there are three such diréctors, £5,500; and 
if there are four or more such directors, £7,000; but 
in no case can the aggregate ‘allowance exceed the 
actual remuneration of all such working directors 
reduced Бу (1) any amount by which the remuneration 
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of the highest paid such director exceeds £2,506, and 
(ii) any amount by which the remuneration of each 
other such director exceeds £1,500 (except to the 
extent to which the remuneration of the highest paid - 
director falls short of £2,500). 

(418) Any remuneration to directors in excess of 
the permitted allowance is charged to profits tax at 
the higher rate applicable to distributions and in 
addition it is subject to income-tax and, where applic- 
able, sur-tax in the hands of the directors. The limits 
compare unfavourably with the allowances which were 
thought reasonable for excess profits tax purposes, 
where the allowance was related to the number of 
working proprietors, the effective allowance being 
53,450, £4,800, £6,600 and £8,400 respectively for 
one, two, res four working proprietor directors 
(these all 'ziíces relating to a period before the post- 
war r iner e in the general level of monetary remunera- 
по consequent upon the fall in the purchasing power 
of money). 

(419) The two preceding paragraphs relate to 
directors who are not whole-time service directors 
within the meaning of the profits tax legislation. The 
remuneration of whole-time service directors is 
allowed in full. Anomalies arise, however, because of 
the small holding of shares which is permitted if a 
director is to be treated as a whole-time service director. 
There are many cases of a director who is virtually an 
enployee and whose remuneration ought to be allowed 
in full as being that of a whole-time service director, 
but because the director holds more than 5 per cent 
of the ordinary share capital his remuneration is 
dealt with in accordance with the restrictions referred 
to in the two preceding paragraphs, instead of being 
allowed in full. 


(420) Paragraph 4 of the Fourth Schedule, Finance ` 


Act, 1937, as amended by paragraph 1, Part III, of the 
Eighth Schedule, Finance Act, 1947, prohibits the 
deduction in the accounts of director-controlled com- 
panies for profits tax purposes of 'any interest, annuity 
or other annual payment or any royalty or rent’ paid 
to directors other than whole-time service directors. 
There seéms to be no reason why such а payment 
should be disallowed provided that it is bona fide and 
at a commercial rate. It may be noted that such pay- 
ments are allowable for the purposes of the excess 
profits levy. 
SUBMISSIONS 


(421) (a) The limitation on the deduction allowed 
for directors’ remuneration should be abolished, in 
view of the income-tax and sur-tax to which the 
remuneration is subject in the hands of the directors. 

(b) If submission (a) ts not accepted — 

(2 The maximum shareholding permitted for 
qualification as a whole-time service director 
should be increased from 5 per cent to at least 
IO per cent. 

Gi) Apart from the existing limit of I5 per cent of 
the profits (with a maximum of £15,000), 
there should be only one other overriding limit 
consisting of a total sum according to the 
number of directors; for example, the Tucker 
Committee stated in paragraph 32r of its 
rebort that 'we see no reason why the rule 
should not be amended to provide that remuner- 
ation up to £2,500 per annum should be 
allowed for each full-time working director 
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(tit) If (Н) above is not accepted, the proviso to 
sub-paragraph (2) of paragraph тт of the 
Fourth Schedule to the Finance Act, 1937 
(paragraph xI as substituted by Section 34, 
Finance Act, 1952), should be deleted, as it is 
tnequitable to restrict the aggregate deduction 
by reference to amounts paid to individual 
directors provided that the aggregate amount 
does not exceed the amount specified in sub- 
paragraph (4). 

(с) (1) А deduction should be allowed for any 
interest, annutty or other annual payment or any 
royalty or rent paid to the directors of а director- 
controlled company provided such payment is bona 
fide and at a commercial rate. 

(i) Any proportion of such payment which is 
disallowed should be aggregated with the remunera- 
tion payable to directors for the purpose of com- 
puting the maximum deduction permissible for 
remuneration; otherwise that proportion of the 
payment may be treated as а distribution although 
the remuneration may be below the maximum. 


Franked investment income 


(422) In cases where there is franked investment . 


income (that is to say dividends received from a 
company which is within the scope of profits tax) and 
other chargeable profits, a part of the franked invest- 
ment income is subjected to the higher rate of tax 
twice, because in calculating the 'net relevant distribu- 
tions' of the company receiving the franked investment 
income, credit is given for only a proportion of the 
franked investment income notwithstanding that such 
income has already been the subject of a charge else- 
where at the higher rate. Further, if the gross relevant 
distributions for the chargeable accounting period are 
no more than the total profits including franked invest- 
ment income, the franked investment income received 
„in that period loses its identity as such and a full dis- 
tribution charge can therefore arise in the event of its 
subsequent distribution. 


SUBMISSION 

(423) Where there is franked investment income 

and other chargeable income, distributions should be 

deemed to be made first out of franked investment 
income, including that undistributed in previous 
periods. 

(424) A dividend received from an overseas com- 
pany trading in this country satisfies the definition of 
franked investment income even though only a portion 
of the profits out of which that dividend was paid 
have, in fact, been subjected to profits tax in the 
United Kingdom. The profits tax payable by the over- 
seas company would, however, be at the lower rate 
by reason of Section 39 (1) of the Finance Act, 1947. 
As a result of this, Section 39 (3) of the 1947 Act 
apparently seeks to treat such ‘overseas franked invest- 
ment income’ in a-special way, that is, as partially 
franked. In the case of fully franked investment 
income, net relevant distributions to proprietors are 
calculated by applying the following fraction to the 
gross relevant distribution: 

Profits 


D 


Profits + franked investment income 
with the result that the dividend is deemed to be paid 
rateably out of both sources of income. Where 'over- 
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) 
seas franked investment income’ arises, however, the - 
calculation is varied by Section 39 (3) as follows: 

Profits + ‘overseas franked investment income’ 





Profits + franked investment income + 

‘overseas franked investment income’ 
If both profits and franked investment income are 
nil the resulting fraction is unity, so that the net 
relevant distribution is the same as the gross distribu- 
tion. Тће effect in such a case is that where accumu- 
lated non-distribution relief exists, it is withdrawn to 


. the extent of dividends paid, but conversely in a case 


where there is no accumulated non-distribution relief, 
no profits tax is payable. Section 39 (3) is therefore 
inequitable in из effects. 


SUBMISSION 


(425) Section 39 (3) of the Finance Act, 1947, 
should be replaced by a provision whereby a dividend 
received from an overseas company liable to United 
Kingdom profits tax shall be treated in the same way 
as an inter-company payment under Section 69 (3) 
ој the Finance Act, 1948 (as amended by para- 
graph 4 of the Seventh Schedule to the Finance 
Act, 1952). 


Sur-tax apportionments 


(426) Section 31 of the Finance Act, 1947, gives 
exemption from profits tax in the case of a body cor- 
porate where its actual income from all sources is 
apportioned for sur-tax under Chapter III, Part IX 
of the Income 'T'ax Act, 1952; the income of the body 
corporate is charged to sur-tax at the rates appropriate 
to the persons to whom the income is apportioned and 
on that income profits tax is not chargeable. The words 
‘from all sources’ in Section 31 appear, however, to 
preclude this exemption being given in the case of a 
company whose income consists of investment income 
and estate or trading income. Under Section 262 of 
the Income 'Tax Act, 1952, the investment income 
would automatically be apportioned for sur-tax, but a 
direction might not be made under that section with 
regard to the estate or trading income. Consequently 
as the apportionment does not extend to 'the actual 
income of the body corporate from all sources' the 
exemption given by Section 31 of the Finance Act, 
1947, does not appear to be applicable, with the result 
that the investment income would be subjected to 
both profits tax and sur-tax. T'he very limited relief 
provided by Section 262 (2) (a) of the Income Tax 
Act, 1952, as amended by Section 68 of the Finance 
Act, 1952, whereby the profits tax remaining charge- 
able on a part of it may be deducted from the income 
apportioned for sur-tax purposes, goes very little way 
towards remedying this double charge. 


SUBMISSION 
(427) Where the income from any source has been 
apportioned for the purposes of Chapter ПІ, Part LX 
of the Income Tax Act, 1952, that income should 
be exempt from charge to profits tax. 


Reductions of capital 

(428) Section 31 of the Finance Act, 1951, provides 
that where after April 6th, 1949, any distributable sum 
has been capitalized and then or thereafter (but after 
April roth, 1951), any sum is applied in reducing 
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capital, the smaller of the two amounts shall be treated 
for profits tax purposes as a ‘distribution’. Similarly, 


where after April roth, 1951, any sum is applied in. 


reducing capital and then or thereafter any distribut- 
able sum is capitalized, the smaller of the two amounts 
shall be treated as a ‘distribution’. This section was 
intended to counter the avoidance of profits tax by 
means such as a reduction of capital in conjunction 
with a capitalization of profits which are then applied 
to the issue of bonus shares or the paying-up of partly 
paid capital, thereby in effect distributing profits to 
members in such a way as not to attract the higher rate. 
Reductions of capital may however occur not only 
when a company has resources in excess of its require- 


ments but also where capital has been lost and there-' 


fore the issued capital is not fully represented by assets. 
The words ‘any sum is applied in reducing its capital’ 
used in Section 31 may be interpreted as referring also 
to this kind of reduction of capital. 


SUBMISSION 


(429) The expression ‘any sum’ which appears in 
subsections (1) (b), 2 (а), (3) and (4) (b) of Section 
31, Finance Act, 1951, should be amended to read 
‘any distributable sum’; or alternatively the defini- 
_tion of reduction of capital which appears in thissection 
should be amended to make it clear that tt does not 
include reductions of capital sanctioned by the Court 
on the grounds of losses. 


Provisions against avoidance 


(430) Section 32 of the Finance Act, 1951 (which 
with Section 36 of that Act is also referred to under 
Head -No. 17), introduced extremely widely-drawn 
provisions to deal with transactions designed to avoid 
liability to profits tax. Wide powers to direct that 
adjustments shall be made to profits tax liability are 
given to the Commissioners of Inland Revenue in 
subsections (1) and (2) but in addition subsection (3) 
provides that for the purpose of this section the avoid- 
ance or reduction of liability to profits tax shall be 
deemed to have been the main purpose or one of the 
'main purposes where certain transactions, which are 
vaguely defined, have occurred. À great many legiti- 
mate and normal business transactions of many kinds 
could be brought within the scope of this ‘deeming’ 
provision and it can therefore give rise to great un- 
certainty and difficulty in the normal conduct of a 
business and in the marketing of its shares. The 


widely drawn nature of the provision is recognized ' 


by the section itself as it is provided that a body to 
which the section applies may submit to.the Com- 
missioners particulars of a transaction which has been 
or is to be effected by it and if the Commissioners are 
satisfied that the transaction has been or is to be 
entered into for bona fide commercial reasons they 
Shall notify the body that they аге so satisfied and 
thereupon their powers under Section 32 cease. 


(431) The directing power given to the Commis- 
sioners of Inland Revenue under subsection (1) of 
Section 32 is not related to a specified chargeable 
accounting period. It may therefore be held that once 
' а direction i$ made it remains effective for an indefinite 
time without a right of appeal in respect of a period 
subsequent to- that in respect of which the direction 
was first тпаде; 
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SUBMISSION ' 

(432) Section 32 of the Financé Act, 
should be amended in the following respects: 
(a) Subsection (1) whtch gives the Commissioners 
power to 'direct that such adjustments shall 
be made as respects liability to the profits tax 
as they consider appropriate’ should be related 
to liability to the profits tax in a specified 

| chargeable accounting period. . 
(b) Subsection (3) should be repealed in view of 
the powers which are given to the Commis- 
sy of Inland Revenue by subsections (x) 

2). 


Examples Referred to in Paragraphs . 
412 and 413 

Profits Tax Non-distribution Relief 
Examples to illustrate why part of the non-distribu- 
tion relief given for any chargeable accounting period 
ought niot to be treated as available for the purpose of 
enabling a subsequent distribution charge to be made, 
Example A. No distribution 


1957, 











£ £. £ 
Proft.. я 100,000 
Income-tax at 95 ба | 47,500 
Profits tax at 224 per cent on | 
£100,000 .. 22,500 
Less Non-distribution re- 
lief at 20 per cent on 
£100,000 55 20,000 
2,500 
50,000 
Undistributed belance £50,000 


а] 
2 


It may appear from these figures that if the company 
were to set aside, from the undistributed balance of . 
£50,000, the sum of £20,000 it would be in a position 
to distribute the remaining £30,000 and to meet 
distribution charges up to the full amount of £20,000 
non-distribution relief which has been given. This, 
however, is not so, as will be seen from the following 
examples, 


Example B. Partial distribution 

If the company in Example A were to decide to put 
aside to reserve the sum of £20,000 and to distribute 
the remaining balance of £30,000, it would not in 
fact be able to retain the whole of the £20,000. The 
distribution of £30,000 would be a net amount after 
deduction of income-tax of £27,143, representing a 
gross distribution of £57,143. The position would 
therefore be as follows: 














£ f % . 
Profit. << 100,000 
Income-tax at 9s 6d | ~ 47,500 
Distribution, gross . 57,143 
Less Income-tax at 9: 6d . 27,143 . 
30,000 
Profits tax at 224 per cent on 
£100,000 ~. 22,500 
Less Non-distribution re- 
lief at 20 per cent on 
42,857 (£100,000 ipee 
57,143) . 8,57г | 
13,929 
91,429 
Undistributed balance £8,571 
=e 
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The company has thus been able to retain only £8,571 
instead of £20,000 but even so it may appear from the 
figures that the company still has enough in hand to 
meet future distribution charges because the out- 
standing non-distribution relief is now reduced to 
£8,571 which is the same as the undistributed balance. 
But the position is not what it appears to be. If later 
the company distributed its remaining balance of 
£8,571 it would do so in the following manner: 








£ 
Gross distribution .. 11,823 
Less Income-tax at 9s 6d 5,616 
6,207 
Profits tax distribution charge at 20 
per cent on £11,823 А 2,364 
£8,571 


The company now has no balance remaining from its 
original profit of £100,000. It still has, however, out- 
standing non-distribution relief. The final distribution 
gave rise to a distribution charge of £2,364 against the 
amount of £8,571 then outstanding, leaving £6,207 
still outstanding. This is always the position, at 
present rates of profits tax and income-tax, as shown 
by the next example. 


Example C. Complete distribution : 
£ + - £ 














Profit.. . 100,000 
Income-tax at 95 6d | 47,500 
Distribution, gross .. 68,966 . 
Less Income-tax at os 64. | 32,759 
36,207 
Profits tax at 223 рег cent on 
£100,000 22,500 
Less Non-distribution re- 
lief at 20 per cent on 
£31,034 (6190,0 ооо less 
£68,966 16,207 
16,293 
100,000 
Undistributed balance Nil 





Non-distribution relief of £6,207 remains outstanding. 
This outstanding amount arises because the company 
has been given non-distribution relief on an amount 
which can never be distributed to proprietors because 
it has been completely disposed of in income-tax and 
profits tax. This is shown clearly by a rearrangement of 
the figures in this example, thus: 

















£ £ 
Proft .. 100,000 
Dividend: net payment i 36,207 
income-tax thereon 32,759 
gross dividend 68,966 
Undistributed profit .. £31,034 
Income-tax  . 47,500 
Less Deducted from dividend 32,759 
14,741 
Profits tax y 22,500 
Less Non-distribution relief at 20 
per cent on £31,034 S 6,207 
16,293 
Taxation, absorbing all undis- 
tributed profit | £31,034 
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The above rearrangement of the figures shows that 
the outstanding non-distribution relief of £6,207 is the 
relief given on £31,034 ‘undistributed profit’ which 
the company is not in fact able to retain, as it is wholly 
absorbed by income-tax and profits tax. The position 
has now been -aggravated Љу the excess profits levy 
introduced by the Finance Act, 1952, as shown in the 
next example. 


Example D. Complete distribution with excess profits levy 
at maximum 














£ £ 
Profit ae an 100,000 
Dividend: net- етене К <e 25,345 
income-tax thereon - 22,931 
gross dividend 48,276 
Undistributed profit .. £51,724 
Income-tax at 9s 6d on £100,000 47,500 
Less Deducted from dividend 22,931 
24,569 
Profits tax at 224 per cent on £100,000 22,500 
Less Non-distribution relief at 20 
per cent on £51,724 +. 10,345 
12,155 
Excess profits levy at 15 per cent on 
£100,000 (maximum) ; 15,000 





‘Taxation, absorbing all undistributed profit £51,724 





It will be seen that the outstanding non-distribution 
relief is now £10,345 instead of £6,207 in Example C, 
the increase being due to excess profits levy. Income- 
tax, profits tax and excess profits levy have absorbed 
the whole of the ‘undistributed profit’? of £51,724, 
leaving nothing for the company to retain. Neverthe- 
less it has been given non-distribution relief on this 
sum of £51,724 and that ‘relief’ is therefore available 
to give rise tó a distribution charge if distributions 
are made out of profits outside the scope of the profits 
tax, such as reserves which existed at January 181, 1947. 


The purpose of the foregoing examples is to illus- 
trate a defect in the structure of the profits tax, 
namely, that the method of calculating non-distribu- 
tion relief can result in a company having to bear a 


. substantial tax burden on profits outside the scope of 


the profits tax. Every company whose profits exceed 
£2, 000 is given for each chargeable accounting period, 
irrespective of its distribution policy, an amount of 
non-distribution relief which can never give rise to a 
distribution charge as a result of distribution of the 
profits of that period. Except in cases where abatement 
applies, it can be shown by calculation that with 
profits tax and income-tax at their present rates the 
amount of this part of the non-distribution relief is 
8/29ths of the gross profits tax charge (that is to say, 
the profits tax at the higher rate of 224 per cent on 
the total profits) plus 8/z9ths of the actual excess 
profits levy. The appropriate proportion can be calcu- 
lated for any rates of profits tax and income-tax. 


* * * 


Example to illustrate the absence of any adjustment of 


226 


THE ACCOUNTANT 


February 21st, 1953 


the accumulated amount of non-distribution relief recognition of the loss incurred. To be equitable there 


where subsequent losses are incurred. 
Example E. Losses 





£ £ 
isa ae 100,000 
Preference dividend (gross) . 50,000 
Less Income-tax at 9s 6d 23,750 
26,250 
Profits-tax: 
Charge for the year NIL as there is a 
loss; but a tribution charge of 
(say) 20 per cent arises on the divi- 
en 10,000 
Total, being the amount of undae 
tributed taxed profits brought for- 
ward from previous- years now — 
required to meet the above outgoings £136,250 





The accumulated amount of non-distribution relief 
will be reduced by £10,000, the amount of the dis- 
tribution charge. But there is no further reduction in 
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should be two adjustments of the accumulated amount 
of non-distribution relief: 

(1) Of the profits previously undistributed, £100,000 
has now been lost and cannot therefore ever be 
distributed. Accordingly, non-distribution relief 
on £100,000 at the appropriate rate (in this 
example £20,000 at the 20 per cent rate) should 
be regarded as final and be deducted from the 
accumulated amount of non-distribution relief 
previously regarded as available to support a 
future distribution charge. The law does not at 
present provide for such an adjustment. 

(2) ОЕ the remainder of the profits previously 
undistributed (ie. the part which has not now 
been lost) {50.000 has been distributed in 
preference dividend and accordingly attracts a 

- distribution charge of {£10,000 with correspond- 
ing reduction of {10,000 in the accumulated 
amount of non-distribution relief. T'his adjust- 
ment is provided for under the present law. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on February 4th, 1953, who 
completed their Fellowship or Membership before 
February 17th, 1953. 


Associates elected Fellows 


Allen, James Elliott; 1918, A.C.A.; (*Alfred Wright & Co), 
17 Curzon Street, London, W1. 

Anderson, Walter Dawson, B.SC.(ECON.); 1940, А.С.А.; 
(J. H. Anderson & Co), Lloyds Bank Chambers, Albert 
Road, Middlesbrough, and at Saltburn-by-the-Sea. 


Baker, Lionel; 1942, A.C.A; (Cedar & Со), 65 Bishopsgate,: 


London, ЕС2. 

Cubitt, Thomas Randall, M.4.; 1947, А.С.А.; (J. Dix Lewis, 
Саа, Duncan & Co), 112-114 Cannon Street, London, 
E 

Dewan Richard; 1938, A.C.A.; (Calder-Marshall, Ibotson 
& Bound), II, 12 and 13 Dowgate Hill, London, EC4, and 
at Slough. 

Dixie, Beaumont Clyde; 1937, A.C.A.; (Merrett, Son & 
Street), Throgmorton House, 15 Copthall Avenue, 
London, EC2. 

English, Jeffery Foster; 1947, A.C.A.; (Willis, Parsons, 
English & Co), 9-14 Exchange Buildings, Upper Hinton 
Road, Bournemouth. 

Farquhar, Anthony Hobart; 1937, A.C.A.; (Binder, 
Hamlyn & Co), 121 Queen Victoria Street, London, EC4, 
and at Manchester and Sydney. 

Gluck, Sidney Samuel; 1947, A.C.A.; (Rose, Gluck & Co), 
14 Ruen Victoria Street, London, EC4, and at Westcliff- 
on-Gea., 

Johnstone, Gordon Dick; 1932, A.C.A.; (Clemetson, John- 
stone & Co), and (Robertson, Hill & Co), 199 Piccadilly, 
London, W1, and at Cheltenham and Gloucester. 

Jones, Edward Charles; 1928, A.C.A.; (Tribe, Clarke, 
Painter, Darton & Co), 43-44 Broad Street Avenue, 
Blomfield Street, London, EC2; also at Rochester and 
Sittingbourne (Tribe, Clarke, Darton & Pollock). 

Lawrence, Harold Percy; 1947, A.C.A.; (Ham, Jackson & 
Brown), Albion Chambers, Bristol, 1, and at Bath. 


* placed against а Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute, 





Legge, Ingram; 1928, A.C.A.; (*Roberts, Legge & Co), 5 
Rumford Place, Liverpool, 3. 


Makinson, Kenneth Crowther; 1938, A-C.A.; (Соорег- - 


Parry, Hall, Doughty & Co), 16 High Street, Burton-on- 
Trent, and at Ashbourne, Derby and Uttoxeter. 

Mawhood John Lennox; 1940, A.C.A; (Tribe, Clarke, 
Painter, Darton & Co), 43-44 Broad Street Avenue, 
Blomfield Street, London, EC2; also at Rochester and 
Sittingbourne (Tribe, Clarke, Darton & Pollock). 

Middleton, William Rex, M.B.E., В.А.; 1933, 
(Farrow, Bersey, Gain, Vincent & Co), 53 New Broad 
Street, London, ECz, and at Southend-on-Sea. 

Moore, Michael St Aubyn; 1936, A.C.A.; (Ball, Baker & 
Co), Spencer House, South Place, London, ЕС2. 


Newman, Eric Howard, B.A.; 1931, A.C.A.; (Blackburns, 
Robson, Coates & Co), City Chambers, Infirmary Street, 
Leeds, 1, and at Bradford, London and Manchester. 


Prince, Thomas Charles; 1926, A.C.A.; (T. C. Prince & 
Co), 42 Raglan Gardens, Watford, and at London. 

Richmond, Jack; 1934, A.C.A.; (Richmond, Templer & 
Co), 239 High Street, Bangor, N. Wales. 

Riddle, Alexander Browne; 1936, А.С:А.; (Andreae & 
Riddle); Bevois House, 27—30 Basinghall Street, London, 

2 

Rose, Benjamin, B.E.M.; 1947, А.С.А.; (Rose, Gluck & Co), 
14 Queen Victoria Street, London, EC4, and at Westcliff- 
on-Sea. = 

Russell, John Dennis, м.А.; 1936, A.C.A.; (Binder, Hamlyn 
& Co), 121 Queen Victoria Street, London, EC4, and at 
Manchester and Sydney. 


Steele, Alsager Robert Topham; 1939, A.C.A.; (Frank Wall 
& Co), Caledonian Buildings, 14 Tithebarn Street, 
Liverpool, z. 

Stirling, Douglas Windebank; 1931, A.C.A; (*Russell, 
Durie Kerr, Watson & Co), Lombard House, Great 
Charles Street, Birmingham, 3, and at London. 

Thomas, William Humphrey; 1938, A.C.A.; (J. B. Hughes 
& Lloyd), 3 Fenwick Street, Liverpool, 2. 

Warren, John Frederic; 1929, A.C.A.; (J. Н. Champness, 
Corderoy, Beesly & Co), 10 St Swithin’s Lane, London, 
EC4, and 9 Cavendish Square, London, W1. 

Waters, Benjamin Weston, р.8.С.; 1930, ACA; (Waters & 
Noble), 55 Welbeck Street, London, Wi, and at Steyning. 


A.C.A; 
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Wheeler, Frank John; 1927, A.C.A.; Bevois House, 27-30 
- Basinghall Street, London, ЕС2. · 
9 h Geoffrey; 1938, А.С.А.; (Newland & Co), 
Gal Chambers, W. 


& Co). 
Wilson, David William; 1933, A.C.A.; (Wilson, Perry & Co), 


Cecil Chambers, 52 Hawley Square, Margate, and at. 


Canterbury. 


(Not in England or Wales) 
Bristowe, Francis Power; 1927, A.C.A.; (*Cooper Brothers 


THE ACCOUNTANT 


Wood Street, "Stratford-on-Avon;. 
od at Birmingham, Bristol and London (Harvey Preen. 


221 


& Co), 405-408 United Buildings, (P.O. Box 2535), Smith 
Street, Durban, South AD : 


Admitted ‹ as Associate 
2 (Net tn Practice) 
Thoburn, Frederick Richard; with R. H. March, Son & 
Co, Baltic House, Mount Stuart Square, Cardiff. 


Former Members readmitted to Membership 
Walker, Alan, c/o Norbury Printers Ltd, Elsinore Road, 
Old Trafford, Manchester, 16. 
Witt, Harold Тапзјеу, Claytons, Mayfield, Sussex. 


SEVENTH SUMMER COURSE 
Christ Church, Oxford, July 10th to 15th, 1953 


The Council of the Institute has made arrangements, 
by kind consent of the governing body of Christ 
Church, Oxford, for the seventh summer course to 
be held in July. The course will assemble during the 
afternoon and evening of Friday, July roth, 1953, 
and disperse after lunch оп Wednesday, July 15th, 
1953. Accommodation will be available for members 
wishing to remain for Wednesday night. 


Proceedings 


As on previous courses, the objects are to afford 
members from all parts of the country an opportunity 
of meeting one another and to promote serious 
thought and discussion on some of the important 
matters confronting the- accountancy profession. 
Group discussions and free exchange of views and 
experience will form an essential feature and the 
programme will provide. for recreation and social 
activities. Arrangements have been made for addresses 
by the following speakers: 

Mr W. І. Barrows, F.c.A.: ‘Some problems of the 
chartered accountant in practice’. 

Mr John L. Carey (executive director, American 


Institute of Accountants): ‘Organization and activities 
of the accounting profession in the United States’. 
Mr P. Е. Carpenter, F.c.a.: “Taxation, other than 
taxation on income’. 
Mr J. Clayton, a.c.a.: ‘The chartered accountant 
in industry’. 


Allocation of Vacancies 


A maximum of 160 members can be admitted to the 
course. The application list will remain open until 
February 28th, 1953, and, if necessary, allotments 
will then be made by ballot. 


Cost 


The fee payable by members attending the course 
is £10 ros per member, inclusive of accommodation 
and meals in college. (An additional charge of оғ 
will be made for members remaining until Thursday 
morning.) 
Applications 

Members of the Institute wishing to attend should 
obtain an application form from the Secretary of the 
Institute without delay. 


DINNER IN SWANSEA 
South Wales and Monmouthshire Society of Chartered Accountants 


The annual dinner of the South Wales and Monmouth- 
shire Society of Chartered Accountants was held in 
the Dining Hall, Guildhall, Swansea, on Friday, 
February 13th. The President of the Society, Mr W. 
Gerwyn Jones, Е.С.А., was in the chair, and with 
Mr T. B. Robson, M.B.E., M.A., F.C.A., President of The 
Institute of Chartered Accountants in: England and 
Wales, received the 163 members and guests who 
attended. . 

Among those present were His Honour Judge 
Clark Williams, Q.c., Lord Lieutenant of Carmarthen; 
Major С. G. Traherne, T.D., J-P., Lord Lieutenant of 
Glamorgan; Councillor S. Č. "Jenkins, Deputy Mayor 
of Swansea; Mr Wynne Lloyd, m.a.. Н.М. Chief 
Inspector of Schools (Wales); Mr С. F. J. Francis- 
Carter, 0.B.E., General Manager, Aluminium Wire » 
Cable Co Ltd; and 
Mesirs'G: E.- Aeron ` "Fhomas;" C.B.E., Pa Bertram р, 
Charles (Registrar, Swansea County- “Court); - Douglas А, 


Clarke, LL.B., F.c.A. (Chairman, London and District Society 
of Chartered. Accountants); Н. R. Clark, A.C.A. (President, 
Bristol and West of England Society of Chartered Account- 
ants); L. J. Drew (Director of Education, Swansea); Lieut.- 
Col. Douglas Duncan (High Sherif of Glamorgan), Sir 
Clive Edwards, BT. 

Messrs С. N. Fullagar, F.c.A. (President, Liverpool 
Society of Chartered Accountants); Н. К. Greaves. (Borough 
Treasurer, Swansea); T. С. Hews (Chairman, H.M. Com- 
missioners for Income Tax, Swansea); C. A. Hughes (Chair- 
man, S.W. Institute of Chartered Architects), P. Е. Holden 
(President, Swansea Chamber of Commerce); Dr R. Jamieson 
(President, Swansea Medical Society); Sir Lewis Jones, J.P. 

Messrs John Macintyre (Registrar, Swansea University); 
А. S. Maclver, M.C., B.A. (Secretary, Institute of Chartered 
Accountants in England and Wales); А. С. Smeeton, F.C.A. 
(President,- Sheffield and District Society. of Chartered 
Accountants); R. W. Smith, O.B.E., T.D., F.C.A. (President, 
South Eastern Soctety of Chartered Accountants); Norman: 
H. Strong (President, Local Insurance Institute Society); 
Rev Canon .Ј. J.-A. Thomas (President, Swansea Rotary 
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Club); Messrs С. О. Thompson ( 
Technical College); D. V. Turner, M.B.E. Aer 
Swansea); H. пала Williams, Q.C. 
Magistrate, Swansea). 

-Proposing the tout of ‘The Institute of Chartered 
Accountants in England and Wales’, Judge Clark 
Williams said that he, himself, had at one time 
passed an examination in accountancy, though it had 
been called ‘book-keeping’ in those days, and it 
was án examination confined to boys under sixteen. 
(Laughter.) 

Speaking as a member of the legal profession, 
Judge Clark Williams said there was a great similarity 
between the two professions in that they both dealt 
and confined themselves rigidly to hard facts and 
figures. They both touched life very closely. | 


ipal, Swansea 
ief Constable, 
(Stipendiary 


A Danger of our Time 


In the course of his reply to the toast, Mr Robson 
said that one of the great dangers of our time is that 
individuality shall become uniformity, that the queue- 
ing habits of the war and post-war period will permeate 
our lives.and make us content to be sheep that leisurely 
pass by one after one. | 

“We chartered accountants,’ he continued, ‘must be up 
and doing, be thinking and self-reliant, be prepared to use 
our critical and self-critical faculties, be "leadérs in the things 
that matter in life. (Hear, hear.) 

‘All the tendencies of the age are against us and we have 
to watch this even in our Institute’s activities. It is one 
thing to help our members with views on matters of 
prineiple; but the application of principles in practice must 

matter of judgment exercised by the individual. . 

‘As long as we have in our Institute members and lenders 

of independent mind we need not be unduly fearful. . 


Report of Nathan Committee 


Commenting on the recent report of the Nathan 
Committee on Charitable Trusts, he said: 
. ‘On the question of extending the range of investments 
available to trustees, the report is noteworthy for this, that 
it has virtually taken our Institute’s evidence as submitted 
to it, and has incorporated this, almost word for word, as 
its observations on the subject.’ ‘Applause. ) 
You will find our évidence in the appendix to the 


Council's report for 1950. There we summarized the far- 
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reaching changes in investment conditions during ів 
century and explained how the inflationary trend of сиг- 
rencies has created a major problem for trustees whose . 
range of investment is limited to that ed in the 
Trustee Act of 1925. We showed how the limitations had 
bound trustees to а pattern of investment which no prudent 
business man would be likely to adopt in handling оа 
affaira today. . ,. 

“We suggested, and the Nathan Committee has taken 
up the proposal, that the safety of trust funds would be 
increased by an extension of the range of investments so as 
to include, with certain safeguards, stocks and shares, 
including g equity stocks and shares, of quoted companies. 

Committee has naturally pointed out that 
doct са investment limitations apply to trustees репег- 
ally, and not only to charitable trustees. Reform in the 
case of charitiés seems hardly likely to precede a general 
reform. I feel sure, however, that if and when 1 effect 
is given to the proposals, the charities with which you and 
I are concerned will benefit greatly if, and this is of par- 
amount practical importance, those who use the extended 
powers, carry out their operations intelligently, honestly 
and under skilled guidance.’ (Applause.) ~ 

The ‘toast of “The Trade and Industry of South 
Wales and Monmouthshire’ was proposed by Coun- 
cillor 8. С. Jenkins, Deputy Mayor of Swansea. He 
said South Wales had a brighter future than it had had 
for many years. It boasted a wonderful labour force,” 
though at the moment it was suffering some temporary 
disturbance as a result of the transference of industrial 
activity; but these difficulties would be overcome, and 
there was every hope that the future would bring 
increasing prosperity. | 

In his response, Mr С. F. J. Francis-Carter spoke 
of the new industry which had been added to those of 
steel, coal and shipping during and since the war. 


.that of aluminium. In the last ten years no less than 


five large aluminium fabricating plants had been 
erected in South Wales. . 

The President of the Society, Mr W. Gerwyn 
Jones, proposed the toast of “The Guests’ and Major 
C. G. Traherne and Mr Wynne Lloyd, responded. 

Mr L. V. West, F.c.a., Vice-President of the 
Society, proposed a toast to the chairman which was 
warmly received. Mr Gerwyn Jones replied, expressing 
his thanks to the Hon. Secretary, Mr H. W. Vaughan, 
Е.С.А., who had done so much to make the evening a 
success, - 


' NOTES AND NOTICES 


: Personal 

Mr Lawrence W. UNDERWOOD, F.C.A., announces 
that he has admitted into partnership Mr KENNETH 
V. BROWN, A.C.A., А.5.А.А., who has been associated 
with him since 1947, in the. firm of UNDERWOOD & 
Co, Chartered Accountants, of Vernon House, Friar 
Lane, Nottingham, and London, as from January 
Ist, 1953. 

Messrs W. CLARIDGE & Co, Chartered Áccount- 
ants, of 16 Leeds Road, Bradford, announce with 
regret, the death, on February 13th, of Mr CHARLES 
E. CLARIDGE, F.C.A., 2:8.4.4., who had been a partner 
in the firm since 1910... 

Messrs Davies, SON & SIMMONDS, Chartered 
Accountants, of 14-15 Coleman Street, London, 
EC2, announce that Мг К. Носн MORCOM, A.C.A., 
has been.admitted into partnership as from January 


1 


ist, 1953. The name of the frm will remain un- 
changed. 

Mr W. W. ROUTLEDGE, F.C.A., practising under 
the firm name of Messrs ARMSTRONG, ROUTLEDGE & 
Co, Chartered Accountants, City ‘Chambers, 57 
English’ Street, Carlisle, announces that as from 
February rst, 1953, he has been joined in partnership 

by Mr J. M. FENDLEY, a.c.a. The name of the firm 
will remain unchanged. 


Double Taxation Relief: Finland 


The Double Taxation Relief Convention with 
Finland relating to taxes on income was ratified on 
January 8th, 1953, and has now been published as 
the Schedule to an Order in Council numbered 
8.1. 1953, №. 191. 
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The ‘Red Book’ 
The 1953 year-book — the ‘Red Book’-of The Insti- 
tute of Chartered Accountants in England and 
Wales has now been published and contains a full 
alphabetical list of members and their firms (revised 
up to December rst, 1952). A topographical list of 
members is also given, together with the names of 
members of the Council and committees, details of 
the Benevolent Association, the Library, and the 
district and students’ societies. — 

The total membership of the Institute is shown 
ав 16,862 — ап increase on the previous year of 780 ~ 
and is composed as follows: 

ENGLAND AND WALES 














On Мог. On Dec. Increase + 
23rd, 1951 Ist, 1952 Decrease — 
Fellows in practice .. 3,346 3,446 + 100 
Fellows not in practice 388 412 + 24 
Associates in practice 2,887 2,987 + 100 
Associates not in practice 7,827 8,266 + 439 
14,448 ' 15,111 
Nor тч ENGLAND AND WALES 
Fellows in practice 131 151 + 20 
Fellows not in practice 53 . 49 — 4 
Associates in practice 233 257 + 24 
Associates notin practice 1,217 1,294 + 77 
1,634 1,751 
Total membership .. 16,082 16,862 + 780 


The Coronation and the Institute’s 
Examinations in May 1953 


The Secretary of The Institute of Chartered Account- 
ants in England and Wales has asked us to warn the 
pence of all candidates who are intending to sit 
or the Institute examinations in London in May 1953 
and, in particular, for the Final examination which 
is being held one week before the Coronation of 
Her Majesty Queen Elizabeth II, that their articled 
clerks may have some difficulty in obtaining hotel 
accommodation in London in view of the expected 
- influx of visitors for the Coronation. 
Candidates living at a distance from London 
might well consider applying to sit in Birmingham, 
Liverpool, or Manchester unless they are certain 
that they can obtain accommodation in London. It 
would be inadvisable to apply to sit in Leeds as that 
centre seldom has · апу capacity above normal 
requirements. 


The Coronation: Accountants from Oversea 
In a note in these columns on August 16th last, we 
referred to the likelihood of accountants from abroad 
visiting this country for the Coronation celebrations, 
and to the difficulty which some may experience in 
obtaining accommodation. 

We venture to remind readers living in or near 
London of the list we are compiling of those prepared 
to extend hospitality to their colleagues from abroad 
during June, and we invite those ate 
and have not already done в0, to write to the Editor. 
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Fleetwood Branch Chartered Accountants’ 
Society 


The annual meeting -of thé Fleetwood Branch 
Chartered Accountants’ Society, which is a sub- 
branch of the Manchester Society of Chartered 
Accountants, was held on February gth, when the 
following officers were elected for 1953-54: 


Chairman: Mr J. Hopkinson, А.С.А. 
Hon. Secretary: Mr D. Н. Preston, А.С.А. 


Committee: Messrs D. С. Bee, F.C.A., B. Green, A.C.A., 
T. Holden, A.C.A., Т. Campsie, A.C.A., F. Wheatley Knowles, 
‘E.C.A. J. Turner, A.C.A., and Н. Holden, A.C.A. 


Burnley Branch Chartered Accountants’ 
Society 
The fifth annual meeting of the Burnley Branch 
Chartered Accountants’ Society was held at The 
Empress Hotel, Burnley, on February 13th. The 
committee was reappointed em bloc and Mr T. 
Thornton, A.C.A., c/o George Pedley & Co, Chartered 
Accountants, 8 Ormerod Street, Burnley, was 


-reappointed hon. secretary. 


At a dinner which followed the meeting, the guests 
included Mr J. Blakey, F.c.a., Vice-President of the 
Institute; Mr E. Gordon Turner, M.C., Е.С.А., 
President of the Manchester Society of Chartered 
Accountants; Mr J.. S. Harrower, Е.С.А., Hon. 
Secretary of the Manchester Society; and Mr W. 
Hare, M.A., Е.С.А., Hon. Secretary of the North 
Lancashire Branch of the Manchester Society. 


Southampton and District Chartered 
Accountants Students’ Society 


THIRD ANNUAL GENERAL MEETING 


The third annual general meeting of the South- 
ampton and District Chartered Accountants Students’ 
Society was held on February 12th at The Polygon 
Hotel, Southampton when, in the absence through 
‘illness of the President, Mr H. A. Н. Swayne, F.c.a., 
the Chairman, Mr A. S. Watson, A.C.A., A.S.A.A., 
presided. | 

The following officers and committee were elected 
for the ensuing year: 

President: Mr А. S. Watson, A.C.A., A.S.A.A- 

‘Chairman: Mr К. P. Bennett, A.C.A. 

Hon. Treasurer: Mr J. Sheppard. 

Hon. Auditor: Mr D. M. Bailey. 

Hon. Secretary: Mr К. W. Stephens. _ 

Committee: Messrs M. Н. Green, A.C.A, W. C. Cull, 
A.C.A., В. L. E. Webb, J. A. Linsdell, and A. Calland. 

Hon. Librarian: Mr D. D. Edwards. 

At the conclusion of the formal business, Mr P. F. 
Carpenter, F.C.4., a member of the Council of the 
Institute, delivered an address on ‘Professional 
Etiquette’. | 

THIRD ANNUAL DINNER 
The Society’s third annual dinner was held on 
February 7th, at The Polygon Hotel, Southampton, 
with the President, Мг Н. А. Н. Swayne, Е.С.А., 
in the chair. ~ + 
The toast of ‘The Institute of Chartered Account- 
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айз in England and Wales and the Southampton 
and District Chartered Accountants Students’ So- 
ciety’ was proposed by Col O. E. Crosthwaite-Eyre, 
M.P., publisher and a director of the Financial Times, 
who stressed the importance of professional integrity 
as the foremost attribute of British chartered 
accountants. 

Mr К. W. Smith, 0.B.E., T.D., F.C.A., , President of 
the South Eastern Society of Chartered Accountants, 
responded on behalf of the Institute, and Mr J. E. B. 
Barron, A.C.A., on behalf of the Students’ Society. ` 

Mr J. А; Linsdell, a student member of the com- 
mittee, proposed the toast of ‘Our Guests’, to which 
Mr W. H. Meredith, Official Receiver, replied. 


Mutual Security Programme Я 
EVALUATION GROUP FORMED 


Mr Arthur B. Foye, senior partner. in the firm of 
Haskins and Sells, Certified Public Accountants, of 
New York, has been appointed a member of a group 
of United States business and financial leaders which 
is to make an evaluation of the Mutual Security 
Programme. · 

The group is divided into separate teams (covering 
fourteen. countries ‘in Europe as well as the Far 
East), and Mr Foye is one of the four members of 
the team which will visit Britain. 


Financial Studies of Aerea Industries · 


With the lessening in the flow of productivity reports 
from teams that have visited the United States, a 
new series of reporte providing information on 
capital use, costs and profits of selected American 
industries, has been commenced by the Mutual 
Security Agency, with the purpose of promoting the 
international exchange of industrial financial experi- 
ence. The first of the. reports has been prepared by 
the University of Pennsylvania and deals, in fifty 

pages, with the men's shirt industry in the United 
States during 1949-50. ·. - 


Annotated Tax Cases 
Part VII of Volume XXXI of the Annotated Tax 
Cases, edited by Roy: Borneman, Q.C., is published 
today and contains reports, with notes on the judg- 
ments, of the following cases: Сатин Bus Co Ltd v. 
Colombo Commissioner of Income Tax (J.C.P.C.; 
Turvey v. Dentons (1923) Ltd (Q.B.D. A. & 7. 
Mucklow: Ltd v. CLLR. (Ch.D.); Thomas v. Norton 
(Ch.D.); North Central Wagon & Finance Co Ltd v. 
Fifield (Ch.D.); Prior. v. George Martin (Fulham) 
Ltd (Ch.D.); Bolson & Son Ltd v. Farrelly (Ch.D.); 
Leahy v. Hawkins (Ch.D.); Morgan v. Tate & Ly 
Lid (Ch.D.); Baddeley (Newtown Trustees). o C.I.R. 
(Ch.D.). 

The annual subscription to the Annotated Tax 
Cases із 30s post free, the publishers being Gee & 
Co (Publishers) Ltd, 27-28 SML Street, 
London, EC2.  . 


lObtainable from the British Eds of Management, 
8 Hill Street, London, Wr. Price 5s net... 
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Our Weekly Problem 
"Мо. 58: CHRONIC CARELESSNESS 


“The cost of thermometers ‘has risen. to £1, 56o. : 


Mr І. U. Sidate, as chairman of the finance com- 
mittee of the hospital, was reporting on the annual 
accounts. “Гіз apparent carelessness by our young 
nurses is something phenomenal. You can perhaps 
follow it better if I tell you that it works out that on 
an average a nurse and a half in a week and a half 
breaks a thermometer and a balf VOIE four shillings 
and a half: | 

How many nurses were employed in the hospital? 

'The answer will be published next week. 


ANSWER TO Мо. 57: Tuer VILLAGE Post OFFICE 


Old New Total 
The colours are: 
Blue atd та 344 
Отапре га ја 24d 
Brown : ae itd 2d 34d 
Red . is s та '24d 34d 
Green 144 


id 2d 
'The cost was 45 pence which must be divisible by any 
two of the last column added together, i.e. 244 and 22. The 
colours were therefore orange and green and ten of each 
were bought. 


TWENTY-FIVE YEARS AGO 
From Ghe Accountant or FEBRUARY 25TH, 1928 
The Penny Post 


-The Chancellor of the Exchequer, having dashed 
all hopes of a reduction in the income-tax, there is a 
growing. feeling that. it is up. to the Postmaster- 
General to soften the blow by the re-introduction of 
the penny post. There are very strong arguments in 
favour of this course; it would be welcomed by all, 
and the relief given would be felt by every class of 
community. 


SEVENTY-FIVE YEARS AGO 
D The Accountant or FEBRUARY 23RD, 1878 


а paragraph of а letter to the Editor signed 
ere 


«Реп офа пе Fellows’ 

To the Editor of the Accountant 

Sir,—It is satisfactory . to learn that the Law Times 
is beginning to find out the difference between 
accountants and accountants. Unfortunately, until we 
obtain a legally recognised status, we are.liable to be 
judged by the.. worst specimen extant. Several 
instances have come ünder my own personal know- 
ledge of clerks, whose services were dispensed with 
because they could not even cast a column of figures 
correctly, much less work out five per cent. interest 
from a table, having started in practice on their own 
account. Such men, although possibly perfectly 
honest ànd respectable in themselves, must necessarily 
bring discredit on their colleagues, for one cannot at 
present deny their right to call themselves accountants. 
. Pending.a charter or other legal recognition, it 
would be gie for solicitors and the public to refuse 
to employ those who are not members of one of the 
existing societies of accountants. . 
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Results of Examinations held in December 1952 
SUCCESSFUL CANDIDATES HOME CENTRES 


FINAL EXAMINATION 
PARTS A AND B 
First Place and 5. Laienes Gill Prize ` 
Rice, Leslie William, Southampton. 


Leverhulme Prize (Costing : 
Palk, Harold Rupert Lawrence, London. 


Donald L. Moran Prize (Management — Factory and Distribution) (bracketed) 
Copsey, Dennis, London.  - 
| (in alphabetical order). 
| Abbott, J. B., Bradford. : Field, D. W. H., Watford. ` ` Palk, H. R. L., London. 


Affleck, B. R., Derby. Foster, D. R., Bristol. " — Pearce, А. J., Liverpool. 
Arrowamith, F., Altrincham: Foulks, В. J., Oxford. | Peat, Е., Hucknall. 
Freeman, S. G. H., London. k Phillips, J. A., Leicester. 
Bailey, E., Bridgwater. French, J., Birmingham. Pinkstone, Т. L., Chorley. 
Bell, H, S Mi егор, Pitt, К. А., Alderley Edge. 
Bell, R N. J; ., Harrow. . Gayer, H. C., London. у os Pope, H., Manchester. 
Bery, B r3 London, Gibb, TOR OW. А 
Воп Я. hirley, Surrey. ` rant, E. J., i aes 1 
Bonsall, R., Burnley. Guest, H., Barnsley. | ` Жаров, T" P e 
Boulton, J. "R, Mansfield. 4 d 
Bowring, J. S., Newcastle, Staffs. Hakney, J. L., Sutton-on-Hull. 
Brid „Р, T., Loughton. : : Hardy, J. W., Leatherhead. Sawyer, R. ds „Но... . 
Brodie, As Lincoln. Hay. Т., Paisley. Smith, Н. К o Nottingham. 
Brook, N. P., Huddersfield. ' - Hayden, P., Newcastle, Galway. 
Brown, G. G., Goodmayes. Hill, T. L., Derby. "Talbot, E., Усне 
Bunn, T. N., Nottingham. Horsey, V. A. J., London. Taylor, J. F., Queensferry, 
А | | Thomson, J. ,London. ^ 
Carson, E., Walsall. Khanna, S. C., London. - Tubbs, P., Romford. . 
С A. ]., uestem Lean, W. E., Stockport. Turner, S. W., Mitcham. 
psey, D., London i ЈА. x . ` 
Сорау, D D. J. F., Dublin. Livesey, DA. Manchster. — Wales, K. C., Scarborough. 
Cresswell, S., Denby Village. McPherson, L., Doncaster. Watt, W. H., Edinburgh. ' 
pun Mason, J. Di, Timperley. 2 .. Wilkinson, AS Bolton. 
Dawson, А., North Shields, . Matthews, Т pineon ME as Wilkinson, F. W., Live verpool 
Day, G. W., Chorley Wood. Meredith, E. "p. Croydon. г ђ Williamson, G. F, Bishop's Stortford. 
Denby, R » Aylesbury, Morley, V. A., Liverpool. . f ^o. Wink, J., Reading, Е 
Dixon, W anchester. Morris, J. B., "Weston-super- Mare.” A Winskill, 5. J., Моши 
E Јо Wood, D., Chesterfiel 
Edwards, C., Dursley. Neale, H. M. К. Е.; Lohdon. : je АЕ г Wyatt, Е. W., Burnham. 


77 candidates, as above, were awarded a Bass in the whole of the Final examination. за candidates failed to obtain a ‘Pass either in the Final 
аз а whole or in Part A or Part B. 4 candidates passed in ‘Final "Part A only and 86 candidates passed in Final Part B only. 


~ | PART A (COMPLETING F INAL) 
Allen, J, H. E., London. Я Calvert, А., Bradford. _, .. Davies, J. W., Llanymynech. 


Allison, R. M., Newark. : . Carney, T. J., Glasgow. |...  - .. . Dickens, А. P., Harrow. 
Carver, J. B., Lowestoft. Dickson, E., Belfast.  . 
Barber, Р. J., Sandiacre. Chapman, J. ЈЕ, Wellingborough. | Didymus J. W., Whitchurch. 
Beebee, G., Cannock. Chi Tine, D. B. 5., Swanséa. ^" б -'Dunbar, W. Ј., London. 
я о bi, DW, Малеш 
1 ey, N. x Belfast. opley, irfie БА: E 
Bloomer, Н. R., Old Hill Cottom, J., Blackburn, Ellis, H. T., Hillsborough, Co. Down. 
Brownhill, i, ћи - Tu ўр. Es Chester-le-Street, . . Evans, A Wrexham. 
running, С. A., Birkenhead. reech ristol, — . Francis, J. W. H., London. - 
Brush, F. G., dE ed ' Creighton, S. E., Harlow. "e гала» dr Brighton. ns 
Buckingham, "А. L., West Wickham. Crowther, T. R., Rochdale. i 


Garmston, А. E., Bristol. 
Cairncross, I. С. L., Whitley Bay. Daniel, E. G., Lincoln. " PA Guy P. C F., Reading. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, 5..1 Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 















7232, 


Hall, В., Huddersfield. 
Hayward, R. G., Guildford. 


Head, L. H, Bir ham. 
Hearn, J. So tigh ycombe. 
Hin R. buth. Shields. 


Hogwood, E, London. 
Howl, G. J., Wednesbury. 
Hurst, F., Manchester. 


=> A. E. 


оћавоп, J., p Stockport 
ones, D 


Kew, F. W., Dublin. 
Kimberley, N. 5., Birmingham. 


Leitch, R. D., Glasgow. 


“McClelland, H. A., Burnham-on-Sea. " 


Mathias, R. 8. G., London. 
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ell, J. ТТ. S., Southpo: 
Mire K. W. А., ' Dagerham. 
Morgan, R. P., Pontypool. 
Morris, G. R., W«lverhampton. 
Murphy, P. A, Cork. 


Neat, В. C., Ruislip. 
Norris, G. 15 Hounslow. 


Palmer, A. E., Lincoln. 
Paxton, H. A. C., London. 
Pearce, E. А., Chilwell. 
Pollard, 1. Н, Hornchurch. 
Pollard, 5 Bristol. 


Presland, L C., Rochester. 


Robertson, I. H. D. Edinburgh. 
Ross, W. M., Clydebank, 


барге, S. A., London. 
Scales, G., Scarborough. 
Seabrook, C. G., London. 
Selby, R. J., Derby. 
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Stacey, W. W. G., Walsall. 
Stevenson, T. McQ., Glasgow. 


Taylor, A, Oldham, 
‘Townson, J.P . P., Ilkley. 
Troake, А., Sale. 
Trotter, К. G., Southall, 
Turner, С. K., London. 


Unwin, R. F. B., Surbiton. 
Wakerley, R., Birmingham. 
Walker, E., Newcastle-under-Lyme. 


Walker, S. Middlesbrough. , 
Walker, Т. L., Leicester. 


Walton, K. B., Tipto: Е 
Ward, A. H., boue | 


Young, J. F., See 


го8 candidates, as above, were awarded a Pass; 162 candidates failed to obtain a Pass. 


Allan, J., Pathbead Ford. 

Allen, 5. L., London. 

ee L., Bum ham. 
p. | 

тв та am., 


Baldwin, L. A., London. 


Blackwood W. D. Glasgow. 


„> 


Crummack, C., Rotherham. 
Curran, A. D., Alexandria. 


РЯ 


. C., Glasgow. : 
Drayton, W., Chesterfield. 


Eaton, A. F., Birmingham. 
Eley, F. H., Stafford. 


Farrell, G., Belfast. 


. Firman, W., Manchester. 


F., Glasgow, 
' Gowanlock, J. W., Barnehurst. 


G. H., Birmingham. 
Greathead, L. R., York. 


Hayden, P., Waterford. 
Hodgkinson, C. W., Leigh-on-Sea. 


Illingworth, T. H., Liverpool, 
Ince, L., St Helens, Lancs. 


James W. M, Swansea. 
ohnston, R;, Ayr. 


PART B (COMPLETING FINAL) 


Kennedy, J., Beith, 


MacLean, J. H., Llandilo. 
Marklew, K. G., Sedgley. 
Morris, J., Lon on. 


Pennington, J. A., St Helens, Lancs. 
Pope, R., St Helens, Lanca, 


Roberts, K. B., Manchester. 
Roberts, W. J., Liverpool. 


Schofield, W., Carlisle. 

Shaw, F., Stoke-on-Trent. 
Sloane, E J., St Annes, Lancs, 
Smith, F. idham 

Strachan, р. M., Rutherglen. 


Taylor, F. W., Nottingham. 
Thompson, R. B., Hanworth, 


Wallace, F. p ин 
Whittaker, J., Pocklington. 
Withey, R., Stroud. 


| — 55 candidates, as above, were awarded a Pass; 9 candidates failed to Obtain a Pass. 


Summary of Results – Home Candidates 
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ROYAL COMMISSION'S 
FIRST REPORT 


HE first report of the Royal Commission on the Taxation 
of Profits and Income!- was published last Tuesday. It 
deals with question 4 (a) of the list of questions addressed 
by the Commission to intending witnesses, viz.: 
‘4. Is the taxation net drawn too widely or too narrowly in relation 
to: 

(a) the taxation of United Kingdom residents (companies or 

- individuals) on overseas profits?’ 


The Commission explains that it did not originally intend to 


‘publish an interim report, as its terms of reference specifically 


require that any of its recommendations which would ‘entail‘a 
` substantial loss of revenue should be indicated in order of priority. 
However, the CHANCELLOR OF THE EXCHEQUER wrote to the Com- 


: mission in August 1952, indicating that he and other Ministers 


were much concerned with a difficulty caused by the present basis 
of ‘taxation of United Kingdom companies trading abroad, a 
"difficulty which he regarded as important and urgent. He invited 
an interim: report. on a proposal that, where colonies give spécial 
‘tax relief to new' and developing concerns, similar relief from 
United Kingdom tax should be given. The’ CHANCELLOR also 


` suggested that the Commission might at the same time report on 
- the general basis of assessment of British :concerns trading abroad. 


= The present report; which is unanimous; is'the result... — ^ - 
"The following is a summary of the ‘Commission’ 8 immediate 
 rečofnmendations: bo o4 


. (i) The présent restriction on unilateral relief for Еа taxation 
: should be removed. ee 
(1). Subject to certain: safegusrds for. Ме, Revenue, a oder: should 
Ћауе the option of excluding from assessment such part. of his 
„aversea : profits as is shown to be unremittable under local 
/ currency regulations; the part.of the profits so excluded to be 
brought back into assessment: when remittance become a 
- possibility. : 
(5) There should be power г (which should be exercised as soon.as 
"possible) to. make agreements with other countries providing for 
the grant of credit by the United Kingdom against United ` 
Kingdom tax on oversea profits for such an amount of oversea 
tax as the other country certifies to have been spared to the 
taxpayer by virtue of specified tax- concessions under the laws 
of that country. 


These recommendations do not mean that the Commission has 


- finally decided that the present system of taxing oversea profit is 


otherwise correct. The report points out that the country is bound 
to regard oversea trade and investment as part of its essential 
economy throughout the foreseeable future, so that there must 
1 Cmd. 8761, H.M.S.O., 1s net. 
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always be a need to ensure that the burden of 
taxation on such activities.does not damage the 
country’s interests. Whether a major departure 
from the existing system is called for is a matter 
which the Commission reserves for its final report. 

The process by which the Commission has 
arrived at its interim recommendations is clearly 
set out. After a brief but masterly summary of the 
present basis of taxation of foreign income, the 
report sums up the criticisms of it, in the course 
of which it mentions that a survey carried out on 
the Commission’s behalf by the Inland Revenue 
showed that the United Kingdom system has 
almost no counterpart in other countries. Of the 
countries surveyed, only Western Germany 
uniformly taxes the foreign profits of its residents 
by the same measure as it applies to profits arising 
in its own territory. In the Commission’s view, 
international usage has’ now settled that the 
country in which profits are earned has the prior 
right to tax them, as against the country where the 
trader resides - hence double tax conventions. 
United Kingdom tax being so high, the effect of 
these is that the trader pays in total the United 
Kingdom tax, a fact which frustrates any efforts 
by oversea territories to encourage industrial 
development by special tax concessions. The 
result of such concessions is too often a windfall 
for the British Treasury. 

Another anomaly is the fact that the remittance 
basis can be achieved by a company which forms 
an oversea subsidiary, although the difference 
between it and a British company which trades 
abroad directly is one of form rather than sub- 
stance. Finally, there is the modern phenomenon 
of exchange controls which limit the power to 
repatriate profits earned abroad. 

While appreciating these criticisms, the Com- 
mission rejects the suggestion made by 'l'he 
Institute of Chartered Accountants in England 
and Wales that the remittance basis should be 
applied to all oversea profit. It argues that there is 
no true analogy between the remittance basis as 
already applied to trades and employments exer- 
cised or held exclusively oversea and the remit- 
tance basis suggested for the oversea profits of a 
trade carried on both here and abroad. It points 
out that the suggested basis involves, in practice, 
a complicated system of accounts designed to 
identify each remittance according to its purpose 
and character, together with the exclusion of 
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remittances which are not available for distribu- 
tion to the proprietors of the business. The point 


of these has already been explained by the- 


Institute’s first supplementary memorandum, 
which we reproduced in last week’s issue. Thus, 
the test of each remittance would be not only 
whether it originated from taxable profit, but also 
the purpose for which it was intended to be used. 

In addition to the theoretical objection to the 
remittance basis, three practical objections are 


pointed out. The complicated accounting system 


would have to include provision for review of 
remittances, originally not taxed, which eventually 
become available for distribution and therefore 
taxable. Litigation, to decide whether particular 


‘transactions constituted ‘remittances, would be 


enormously widened in scope. Finally, there are 
already known devices of enjoying foreign income 
without its being remitted in the income-tax sense, 
and the scope of these would also be widened. 
Of course, if the Commission eventually decides 
that it is in the country’s interest not to tax 
foreign profits at all, or to tax them at a much 
lower effective rate, and its recommendations are 
adopted, the taxpayer may fare even better than 
on the remittance basis. The door is not yet closed. 

The report follows its rejection of the remit- 
tance basis by a reasoned argument for the three 


‘recommendations already mentioned. The restric- 


tion of unilateral relief to one-half for foreign 


countries and three-quarters for Commonwealth | 


territories (principally India and Pakistan) has 
been officially explained as retaining some revenue 
which the United Kingdom can use as a negotiat- 
ing counter by offering to sacrifice it in considera- 
tion of a double tax agreement. The Commission, 
however, does not think that such a negotiating 
advantage is of sufficient weight to justify the 
unfairness to taxpayers trading in non-convention 
countries who, because of the absence of a 
convention, must bear tax which the United 
Kingdom is prepared in principle to forgo. It 
accordingly recommends the abolition of the 
restriction to three-quarters or to one-half. 

In theory, tax on assessed oversea profits is 
payable immediately in sterling, notwithstanding 
that those profits may consist of foreign currency 


which is not convertible into sterling. In practice, . 


the Inland Revenue consider what sterling funds 
are in fact available and how serious it would be 
for the taxpayer to have to use them in payment 
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of the tax on the frozen ees They then defer the 
collection of so much of the tax as they consider 
proper. This practice has received prominence 
in connection with the recently published accounts 
of Harrods (Buenos Aires) Ltd. 

The Inland Revenue have always regarded it 
as within their powers of administration and 
management to defer collection in this way, while 
Section 41 of the Finance Act, 1952, gave them 
statutory power to waive interest on the tax held 
over. They told the Commission that they con- 
sidered the present system to be the best way of 
holding the balance between the trader concerned 
and other taxpayers. TUR made the following 
particular points: 


(a) It is difficult to establish in individual cases 
that money is in fact remittable. Apart from 
the regulations, much depends upon per- 
sonal effort, as it would be easy for a person 
owning blocked foreign currency to neglect 
to make that effort if it paid him to do so. 

(6) If the trader has in fact enough sterling 
Кога other sources he ought to pay the tax 
even though the profits themselves are not 
remittable. 

(c) The Board have exercised their discretion 
conscientiously. 

The Commission is critical of this wide discre- 

tion being vested in the Inland Revenue, and 
‘points out that under it, officials of the Inland 
Revenue are made the final arbiters of a question 
во debatable as whether a concern is justified in 
claiming to retain some particular sum of money 


for the maintenance or support of its business. . 


Accordingly, it rejects the Inland Revenue argu- 
ment that the present system is the best one. It 
also rejects the suggestion that the Inland Revenue 
be bound to accept tax on the blocked profit in 
the currency concerned, for in practice that would 


saddle the Department with large amounts of. 


frozen foreign balances. 

The Commission's recommended solution is 
to give the taxpayer the option of deducting from 
his assessable profit such part as he can show to 
be unremittable by virtue of local legislation or 
‘executive action which bears directly on the 
possibility of remittance. This part would remain 
in suspense, amounts becoming remittable being 
written back to the year of original assessment, as 
well as amounts utilized for non-trading purposes, 


| 
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e.g. being made available for private purposes to a 
director visiting the territory concerned. There 
would be a right of appeal to the Special Com- 
missioners where the Inland Revenue disputed 
the claim. On the other hand, the Revenue would 
have the right to police the profit held in suspense, 
by calling for annual information about it. Rules 
would also be laid down to determine the order 
in which profits in suspense, and subsequent 
current profits became available for remittance 
or for set-off against losses. 

Some countries require banks and insurance 
companies trading to keep part of their funds 
in the country of operation. This is not the 
same as exchange control and the Commission 
does not recommend the extension of the conces- 
sion to such concerns in respect of the funds which 
they are thus compelled to retain oversea. 

The frustrating effect of double taxation relief 
as at present operated has already been mentioned, 
and has led to considerable local feeling in coun- 
tries' that grant special concessions to new 
industries; particularly where those concessions 
are. prompted by local poverty and under- 
employment in Commonwealth territory. The 
seriousness of this problem far outweighs, in 
the Commission’s view, the loss of revenue which 
its solution would bring, and it is for this reason 
that recommendation (iii), as outlined above, is : 
made. The Commission makes no recommenda- 
tion to meet the case of a country which keeps 
down its general rate of taxation in order to 
attract new industry, since any such recommenda- 
tion would involve very difficult practical prob- 
lems. Whether the relief under the recommenda- 
tion should be passed on to the shareholder is left 
open until the Commission deals with the general 
question of the taxation of corporate profits. 

The Chancellor’s intervention of last August 
has clearly diverted the Commission from its 
task of considering the direct taxation system as a 
whole and making recommendations accordingly 
which means that its final report must now be 
still further delayed. It is to be hoped, therefore, 
that the interim measures of relief now recom- 
mended will be incorporated in the coming 
Budget as an earnest of the Government's expres- 
sed desire to improve our oversea trade and to 
encourage the industrial development of the 
Commonwealth. Otherwise the diversion will 
have been in vain. ` 
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THE FINANCE АСТ, 1952—XXXIV 
EXCESS PROFITS. LEVY (CONTINUED) 


Section 47 (4) (5): ‘Transfer’ of a Going Concern: 
Electi 


HERE Se 47 grants a right of 

election in relation to standard profits 

the election must be made in writing to 
the Inland Revenue (in practice to the Inspector) 
by January 8th, 1953, or within six months after 
the transfer, whichever is the later, but the 
Inland Revenue have power to extend the time 
limit in ‘special circumstances’ (Section 47 (5)). 
Where a going concern has been the subject of 
two or more successive transfers before January 
and, 1952, followed in each case by the usual 
twelve months without a substantial alteration 
in its character, Section 47 (4) provides in effect 
that the rights of election, if any, of the transferor 
and transferee under the last transfer shall extend 
to the periods prior to the previous transfers. 
There is no provision for the withdrawal of an 
élection. 

Section 47 (3) which deals with the transfer of 
a whole business to what might be called a family 
company, and which is equally subject to Sec- 
tion 47 (4) (5), will be dealt with later. 

"The provision of the Eleventh Schedule itself 
will now be dealt with. It must be borne in 
mind that the conditions already discussed must 
be complied with before the Eleventh Schedule 
applies at all Having established that the 
schedule does apply, it then remains to see which 
part of the schedule applies to the particular case 
in сне 


Eleventh Schedule, paragraph 1 (1): Transfer 
of Whole of Business before January 2nd, 1952 
Where a company transfers its whole business to 
another company before January 2nd, 1952 (and 
Section 47 is complied with), paragraph 1 (1) of 
the Eleventh Schedule applies. That is, the 


` standard profits (for a full year) of both trans- 


feror and transferee are calculated as if; 
(a) the transferee had carried on the business 
instead of the transferor; and i 
(b) the transferor’s profits, losses, undistributed 
profits or over-distributions of profit had 
“been the transferee’s and not the trans- 
feror’s; and — 


(c) similarly, the transferor's share capital had 
been that of the transferee and sums ге- 
ceived or paid i in the relevant period by the 
transferor in respect’ of capital had been 
received or paid by the transferee; and — — 

_ (d) the transferor’s borrowed money had been 
* that of the transferee; and 
(e) immediately after the transfer the trans- 
-feree had paid in cash by way of repayment 
of its share capital, and the transferor had 
received in cash in respect of any of its 
share capital, amounts equal to | 
(i) the value of any assets of the transferor 
not included in the transfer; and 

(ii) any sums paid in cash by the transferee 
to the transferor in respect of the 
transfer. 


_ Paragraph 1 (1): Position of Transferor 
Prima facie the transferor’s standard: profits will 
cease to.be of any importance after the transfer. 
However, it may subsequently acquire a new 
business or may become an investment company. 


` Moreover, where it has transferred substantially 


the whole of its existing business, what remains 
may nevertheless constitute a business for excess 


profits levy purposes. In that case the business: 


would presumably be treated as commencing on 
the day ог ће transfer. 
Whether or not the transferor retained any 


. business, the value of the assets retained by it, as 


well as the cash consideration from the transferee, 
will be treated as an issue of capital. As in the 
case of the Eighth and Tenth Schedules, there 
are special provisions for computing the values 
of certain assets. These will be dealt with later. 
Assets most commonly retained are debtors, 
usually to reduce the stamp duty payable on the 


transfer agreement and the price paid is pro 


tanto - reduced. Where the transferor retains 


liabilities, it is deemed to have paid an equivalent 


sum to the transferee, so that the amount under (e) 


above is -correspondingly reduced (paragraph. 


1 (3)). < 


The meaning of the words ‘sums paid in'casb* 
- in (e) (1) is extended to include the value of any 
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valuable consideration other than cash (Sec- 
tion 66 (3)). It would cover among other things 
the value of shares issued by the-transferee com- 
pany to the transferor company as consideration 
for the transfer. 

The relevance of issued capital and of changes 
therein, in relation to standard profits, has already 
been dealt with (see The Accountant, December: 
6th, 13th and 2oth, 1952). Of course, if the. 
transferor claims the minimum standard these 
matters will be irrelevant. | 


Section 47 (1) and Eleventh Schedule paragraph. 
(1): Transfer of Whole Business before January 
2nd, 1952: Position of Transferee 
Where the transfer of a company’s whole business 
before January 2nd, 1952, falls within Section 47 
(1) (see last week’s article), the, effect of para- 
graph 1 (1) is, broadly speaking, to transfer to the 
transferee the profits, losses, undistributed profits, 
over-distributions, issued capital, and borrowed 
money of the transferor in the period preceding 
the transfer. These figures have to be married in 
with the transferee’s own corresponding figures 
in the corresponding periods and its standard is 
then computed ‘from the combined figures. The 
various percentages to be applied will depend on 
whether the transferee is director-controlled or 
not in the relevant chargeable period, regardless 

of the status of the transferor in this respect. 
Other adjustments are set out in paragraph 
1 (1) (e). As the whole of the assets of the trans- 
ferred business are thus to be reflected in the 
transferee's standard, it.is obviously right that 
a deduction should be made in respect of: 
(1) the value of assets not in fact taken over; and 
(ii) money or other consideration given by the 
transferee for the business. 


Paragraph 1 (1) (e) provides in effect that these | 
two amounts аге to be deemed to ђе a repayment _ - 


of capital within Section 38 (2) so that 12 per cent 
of them (14 per cent if the transferee is director- 


controlled) is deducted from the transferee’s total _ 


standard. Conversely, where the transferor re- 
tains some of the liabilities of the transferred 
business, the sum of (i) and (ii) is to be reduced by 
the amount of those liabilities, (paragraph 1 (3)). 


If the transferee company has issued new shares _ 


to raise the purchase money, it will be allowed a 
percentage of the new share capital under 
Section 38 (2). If it has not, the adjustment under 
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paragraph 1 (x) (e) may in some cases result in 
the company having a minus capital for standard 
profits purposes e.g. where it applies out of say 
undistributed profits, money in excess of its 
issued capital to purchase an additional business. 
Example 21 (Section 47 (1) and the Eleventh 


Schedule, paragraph 1 (1)) 
Tor Ltd began business before 1947 and transferred the 


‘whole of it to Tree Ltd on January 186, 1951, for £100,000 
cash, but Tor Ltd. retained debtors £5,000 and creditors 


£3,000. Tree Ltd, which had also carried on business since 
1947, raised the purchase money by issuing £100,000 
additional share capital for cash on January rst, 1951. 
There were no- other changes in share capital and there 
mi no borrowed money. There was no substantial change 
the character of the transferred business during 1951. 
Tree Ltd did not opt out of Section 47, and was not 
director-controlled at any time in 1952. 
The profits and undistributed profits of the two com- 
panies were as follows: 























PROFITS ‘ 
4 1947 1948 1949 
„Ё £ 
Tor Ltd . 25,000 18,000 22,000 
Tree Ltd · 15,000 40,000 50,000 
£40,000 £58,000 £72,000 
UNDISTRIBUTED PROFITS 
6 months to 
December 31st, 
1948 1949 1950 1951 
: + £ £ 
' Tor Ltd 10,000 8,000 12,000, — 
- Tree Ltd 8,000 22,000 22,000 26,000 
£18,000 £30,000 £34,000 £26,000 | 


The best standard, for the combined profits, is 1948 and 
1949. It is not permissible to combine 1947-1949 for Tor 
Ltd with 1948-1949 for Tree Ltd. 





STANDARD PROFITS: 
Chargeable Accounting Period year to December 3181, 1952 

















£ 
£sf,o00 + 73,000 a "a 65,000 
Transfer consideration (para- £ 
graph x (1) (e) (ii) 100,000 
ts not transferred (para 
1 (1) (е) @) 5,000 
: £105,000 
Less new issued capital £ 
(Section 38 (2)) 100,000 
Less liabilities not 
transferred (para. 1 
© BGB) £3,000 
103,000 
£2,000 at 12 % 240 
| 64,760 
Add undisttibuted "mE (£18,000 + £39, oco + г 
£34,000 + £26,000) at12 % .. .. 12,960 
677,720 


(То be continued.) 
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INVESTIGATIONS – У 


TAXATION: 


BACK DUTY 


by ANGUS MACBEATH, C.A., A.C.W.A. 


This series of articles examines the practical aspects of investigation work in 

various circamstarices: valuations, business reorganization, fraud, have been dealt 

~ with in previous articles. The procedure is now considered where an accountant is 

approached to investigate the position where the Inland Revenue Department has 
raised the question of possible liability to back duty. 


accountant acting on behalf of one of his 

own clients or on behalf of a firm which 
has called him in to assist in clearing the situation 
which has arisen. 

It is perhaps an embarrassment when the 
investigation has to be made into the affairs of an 
existing client, as it may suggest that an account- 
ant’s work has left something undone. On the 
other hand, when one is called in as an expert 
to investigate a. back-duty case on behalf of а 
taxpayer and to adjust and agree the amount of 
any duty found payable, the accountant is 
required to.exercise to the full his knowledge 
of tax law and practice and his experience of 
tax agreement. 

Where one is investigating the position of one’s 
own client, there is the advantage of existing 
knowledge of the books, of the business and of any 
other records and, if the investigation has arisen 
as a result of suspected omissions from accounts of 
items of income, then the accountant whose firm 
prepared the accounts has an immediate advantage 
in knowledge of the points. which have arisen in 
preparing the accounts. 


Qualified Accountants 

It sometimes happens that an investigation is 
required into the affairs of a business where the 
accounts have been prepared by an unqualified 
accountant, and it would surely be a good thing 
for both the community and the Inland Revenue 
if accounts were considered acceptable only where 
they were prepared and/or audited by accountants 
engaged in full-time public practice and possessing 
officially recognized qualifications. 


BACK-DUTY investigation may find an 


. The Instructions 

Usually the instructions in a back-duty case will 
come from a legal firm representing the taxpayer, 
who will state that an inquiry is being made into 
the affairs of the business by the Inland Revenue, 
and ask the accountant to represent the taxpayer 
in the negotiations. 

The instructions may be conveyed verbally at 


a meeting when the legal firm will explain what has 
taken place in the matter to date. It is important 
that notes should be made of all interviews, so 
that a record is available for later reference; the 
Inland Revenue invariably keep their own notes 
of interviews at which they are represented. 


General Procedure 
Having received the instructions, the correspon- 
dence and accounts and any other papers contain- 
ing information relative to the case are asked for 
and are examined in detail from the commence- , 
ment of the inquiry by the Revenue Department. 
The papers will probably consist of copies of the 
accounts of the business for the period under 
examination; copies of the computations showing 


' theadjustments to the profits for tax purposes and 


the figures which were finally agreed; the corre- 
spondence which has passed between the business, 
or its representatives, and the Inland Revenue 
Department. 

The first step after making notes on the inter- 
view, when the position was given in outline, is 
to browse through the correspondence, accounts 
and computations, building up in the mind'a 
picture of the business, its peculiarities for tax 
purposes, and the methods used by the accountant 
who prepared the accounts and submitted the 
computations. 


Types of Investigation 
'The investigation may have arisen as a result of 
voluntary disclosure by the taxpayer, as a result of 
discovery by the Inland Revenue admitted by the 
taxpayer, or as a result of suspicion by the Inland 
Revenue refuted by the taxpayer. 

The first type is the most simple, since the 
voluntary disclosure tends to put the matter 
in the most favourable light for the taxpayer 
and to obtain acceptance that the remainder of 
his affairs are in order. With the other two types 
it will often be found that one inquiry leads to 
another until the whole of the affairs of the tax- 
payer are undergoing intensive examination. 

Let us proceed on the basis of an investigation 
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where the taxpayer refutes the allegations of the 
Inland Revenue that his returns have not shown a 
true and correct position. The invitation to act is 
received from the legal advisers and they give 
us carte blanche to conduct the negotiations, and 
to reach an agreed position upon which settle- 
ment may be made. 

The dossier of correspondence upon the case 
has been received and examined and notes have 
,been made on the history of the case, which may 
be either entirely new or one upon which some 
lengthy correspondence has already arisen. 


Interview with Client and Revenue 

The next step is to have an interview with the 
client himself. At this interview we steer the client 
as diplomatically as possible through the points 
which have arisen from our review of the case 
history up to date to see to what extent the client 
is in full possession of the facts; so that when 
we have gone further into the position we may 
feel that in putting questions on points which 
arise we may expect to receive accurate answers. 
From this point we proceed to contact the In- 
land Revenue.and to advise them that we have 
taken over the case. 

, ЛЕ the case is a new one the Revenue will 
probably ask for a meeting attended by the 
client and the accountant. At this meeting the 
Revenue will put questions to the client which 


will reveal to the accountant the points upon which | 


the Revenue are dissatisfied. 

The first meeting is an important one, and it is 
often advisable for the accountant to take with 
him a shorthand writer to take down the pro- 
ceedings at the meeting verbatim. 

At this meeting the Revenue invariably begins 
by warning the taxpayer that any information 
given by him may be used as evidence against 
him should the Board of Inland Revenue decide 
to prosecute. Failure to give this warning is a 
great handicap to the Revenue in the negotiations 
which follow. 5 

If the case is not а new one then one of two 
courses is possible. Where the accountant is 
taking over a case which is immediately current, 
that is, which has been followed continuously 
since the Revenue started the investigation, then 
the accountant may be asked to.call on the Revenue 
to be given a summary of the case from the 
Revenue point of view since its inception. On the 
other hand where a case has been dormant for 
some time, the accountant, together with the 
client, may be asked to call on the Revenue, who 
will go through the case up to that point, advising 
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the accountant of ве position and putting to 
the client any fresh points which have arisen. 

It should here be pointed out that a back-duty 
investigation may be handled by a local Inspector 
of Taxes himself or it may be passed on by the 
local Inspector to the Enquiry Branch. 


Obtaining Information 

'The investigating accountant may now start on 
his work in earnest. He is equipped with a 
knowledge of the case up to the point at which he 
takes over and has been supplied with all the 
evidence which has accumulated up to date. How 
does an accountant arrive at figures to support 
or disprove the suggestion that the returns to the 
Revenue are false or incomplete? 

The procedure is frequently empirical, being 
built up piece by piece from the facts which are 
carefully compiled and sifted from the evidence. 
If the investigation arises because of the suspicion 


.that omissions have been made from accounts, 


then the build-up will be, for individuals, by 
compiling a capital computation for each year 
and, for firms ànd companies, by investigating 
the balance sheet for each of the years. "E 


| Capital Computations 
Let us look first at the individual. At the date at 
which the investigation commences, a statement of 
his capital position will be made -— his house, 
furniture, car, bank balances, investments, savings 
certificates, properties, and also the assets of his 
wife and his family living with him. 

The capital at the beginning is thus ascertained, 
and we start our schedule with the details of this 
capital. Working through from this beginning, we 
build up the capital at the end of each financial 
year. Where an asset has been held unchanged 
throughout the period covered, then the cost of 
that asset will appear in each capital computation. 

The sources from which the information to 
compile the capital schedule is obtained will 
include bank accounts, withdrawals from a 
business account, agreements and correspondence. 

The computation will add new assets acquired 
during the period as from the date of acquisition 
and will delete any assets disposed of from the 
date of disposal. The final column should bring out 
the current capital of the client and should be 
vouched with the information now available, that 
is, properties with title deeds, savings certifi- 
cates with the certificates, bank balances with 
certificates from the banks, investments with 
scrip, and other assets with whatever voucher i is 
appropriate. 
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. Living Expenses 

Have obtained a total capital at the én of each 
year, the differences between -each .total will 
supply the increase or decrease in capital each 
year. To these differences is added the living 
expenses of the client for each year, the amount 
being either estimated or based üpon actual facts. 
Where an estimated figure is used it must be built 
' up from an established position; the client will not 
find his figure accepted if he says merely that his ex- 
` penses, including taxation, are £2,000 per annum. 
/ The estimate must be built up by a process of 
accumulation, including such items as payments 
into wife's banking account, house upkeep, 
children's education, motor-car expenses, annual 
holidays, insurance premiums, personal outlays 
including clothing, subscriptions, special outlays, 
for example, sickness, each item being separately 

dssessed each year: taxation is added. 
'The addition of the difference in capital each 
year to the living expenses for the year givés a 


total which should equal the total income for ` 


the year. When the total income for the year has 
been worked up from the capital computation 
and living expenses, this will be compared with 
the income disclosed by the client for income-tax 
purposes. If the two incomes are reasonably 
consistent with each other (and a difference up to 
5 реї cent could hardly be considered unreason- 
able) then the accountant should be able to 
satisfy the Revenue that there is no case to 
ariswer. 

"Оп the other hand, should fides be a dis- 
crepancy between the two figures, it is most likely, 
since it is a back-duty investigation, that the 
. calculated income will be in excess of that which 

has been returned for taxation purposes. 
"ће -accountant ‘must ‘now endeavour to 
teconcile the two amounts of income for each 
year. The difference should represent the undis- 
closed income for taxation purposes for each 
year, and may arise from one-of ‘two sources: the 
first being income from an undisclosed asset and 
the-second being omitted turnover:of a business 
` which, if recorded in the accounts, would have 
increased the personal drawings made from the 
business by the client. 
` If the income has come from an asset previously 
undisclosed, the source of the capital represented 
by the asset will be investigated to ascertain that 
it is not an amount which has escaped taxation. 
If the amount is assumed to represent additional 
. turnover, the rate of gross profit of the business 
will be recalculated with the additional amount 
included and compared with the rate of gross profit 
expected for the class of business and locality, at 
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the period of the examination. If the new rate of 
profit seems more reasonable than that previously 
disclosed, then a prima facie case has been made 
out that the addition of the differences to the 
turnover will adjust the -position to one of 
approximate accuracy, and the case may be closed | 
upon this assumption. | 


. Firms and Limited Companies 

The position of firms and limited companies is 
similar to that of individuals but differs where 
audited accounts have been submitted each year. 
In effect, the Inland Revenue is then suggesting 
that the audited accounts are incorrect, and it 
becomes necessary to have a thorough investiga- 
tion of the points where the suspicion of irregular- 
ity has arisen. The accountant is here required to 
extend the scope of the audit work froma selective 
test to a detailed examination. 

Assume the Inland Revenue: suggest that part 
of the turnover has been omitted from the. books. 
This would involve an investigation of the financial 
and sales departments · of the business, and 
accounting for quantities as distinct from value 
would be important. The investigation might. 
also involve the treatment of the affairs of 
directors and/or officials in a similar manner to 
that outlined-above for individuals, if there was 


апу suggestion that they had received funds other 


than those which hàd properly gone through the 
books of the business. · 

ТЕ will be seen from the foregoing position 
that a back-duty investigation may follow the 
disclosure of fraud i in the affairs of a business, 


' Penalties 

In conclusion, we should consider periods ‘ad 
penalties in: relation to back-duty investigations. 
Normally, - assessments сап Бе raised for six 
fiscal years only, but where fraud is proved 
assessments сап be raised for any number of 
years. In back-duty cases it is usual for the 
taxpayer to allow the Revenue to reopen any year 
affected by the examination; as by so doing there is 
a prospect of. mitigating the penalties which 
undisclosure can attract, that is, three times the 
tax found to be due. А 

Where the taxpayer has made a voluntary dis- 
closure and co-operated in the adjustments, no 
penalties are added. to the tax payable but where 
this position does not apply, the accountant has 
again to exercise his skill in negotiation in order 
to obtain for his client the best settlement possible 
in the circumstances of the case. There is no 
formula for such a settlement. 


(To be continued.) 


| 
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ACCOUNTING PRINCIPLES 


Their Use in Determining the State of Affairs and 
Profit or Loss of a Business 


by W. H. LAWSON, C.B.E., B.A., F.C.A. 


HE subject of my paper is a very wide one 

_and I cannot hope to deal with it fully in the 

time available. I shall confine my remarks to 
certain accounting principles applied in the prepara- 
tion of annual accounts and, in particular, to those 
which form the subject of Recommendation No. XV, 
which was issued by the Council of The Institute of 
Chartefed Accountants in England and Wales in 
May 1952. 


The Purpose of Annual Accounts 
It may be as well to start by considering the purposes 
for which annual accounts are prepared. Primarily, 
I suppose annual áccounts are a report of steward- 
ship by those who have been entrusted by the pro- 


' prietors with the management of the business. The 





accounts are, therefore, essentially a record of what 


has happened and not an estimate of what is expected ` 


to happen in the future. The proprietors require to 
know how the funds of the business, including those 
which have been subscribed or borrowed, have been 
used in the acquisition of assets and what profits or 
losses have been derived from their use. They also 
require to know the extent of the company's commit- 
ments, other than normal commitments undertaken 
in the ordinary course of business. 

Generally speaking, these purposes are fulfilled 
by two main statements; namely, a balance sheet and 
a profit and loss account. In recent years, in response 
to a demand for fuller information, many companies 
have supplemented the annual accounts with addi- 
tional particulars of business operations and with 
statistics covering a period of years. It is, of course, 
only upon the balance sheet and profit and loss 
account that the auditor reports and it is for the 
purpose of thése two documents that accounting 
principles have been developed. 

The standard form of report used by auditors in 
the U.S.A. states that the accounts present fairly the 


financial position and the results of operations in 


conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding 
year. 

In this country the Companies Act, 1948, requires 
the auditor to state whether the balance sheet gives 
a true and fair view of the state of the company’s 
affairs and whether the profit and loss account gives 
a true and fair view of the profit or loss for the year. 
It will be noted that there is a substantial difference 
between the wording used here and that used in 
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America, but the point to which I wish to draw 
attention is the use by the Americans of the phrase 
чп conformity with generally accepted accounting 
principles’. These words are not used in our reports 
but they must, I think, be implied. Such general 
terms as ‘financial position’, ‘state of affairs’, ‘results 
of operation’ and ‘profit or loss’ require definition 
and it seems to me that the primary purpose of 
accounting principles is to provide that definition. 
Moreover, opinions may differ about what constitutes 
a fair presentation of any set of facts and here again 
accounting principles provide guidance. 

I suggest, therefore, that accounting principles for 
annual accounts may conveniently be considered in 
three categories, namely: 

(a) those which determine the kind of financial 

position or state of affairs; 

(b) those which determine the kind of profit or loss; 

(c) those which are concerned with the presentation 

of the items in the balance sheet and profit and 
loss account in order to give a true and fair view 
of the state of affairs and profit or loss so defined. 

What, then, are the accounting principles which 
are used for these purposes and how far are пе 
generally accepted? I shall deal rather briefly wit 
categories (a) and (c) and much of this paper will be 
devoted to a consideration of category (b). 


What kind of Financial Position or State 
of Affairs? 


Some people may suppose that the preparation of 
a financial position or state of affairs necessarily 
involves a valuation of the assets. It has, however, 
never been the purpose of annual accounts to reflect 
an estimate of the current worth of the undertaking. 
Such a statement would be of little value to the 
proprietor because valuations must necessarily de- 
pend, in a large measure, upon the personal opinion 
of those responsible for the estimates. The value of a 
business may vary from day to day and estimates 
made at the date of the balance sheet may well be 
out of date by the time the accounts are published. 
It has been accepted that the balance sheet is 
mainly a historical record. Its purpose is, on the one 
side, to show clearly the amount of capital subscribed 
for the business, the reserves created by the plou 
ing back of profits, the money borrowed and ats 
liabilities. On the other side it shows what assets 
have been acquired with these funds. The assets are 
stated at cost (less depreciation where appropriate) 
with the exception that current assets, such as book 
debts and stock, are written down to their estimated 
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realizable value if that is below cost. It might be 
argued that, in a statement designed primarily as.a 


record, the full cost of current assets should also ђе - 


given, showing separately the amount of any pro- 
visions required to reduce that cost to current value, 
but this has never been done and it is questionable 
whether, at this stage, there would be any advantage 
in making the change. 

The broad principles for drawing up a balance 
sheet in order to show a ‘true and fair view of the 
state of the company’s affairs’ are not so contro- 
versial as those for determining the amount of profit 
or loss, although, as I shall explain later, opinions 
differ on points of detail. 


What kind of Profit or Loss ? 


There is no definition of profit or loss in the 
Companies Act, 1948, nor are there many recent 
legal decisions bearing on this subject. There is, 
therefore, room for differences of opinion as to what 
constitutes profit or loss. 

It is on this subject that controversy has arisen 
within the profession in recent years because of the 
effect on businesses of changes in the purchasing 
power of money. It is hoped that the publication by 
the Council of the Institute of Recommendation XV,! 


which supplemented an earlier Recommendation . 


(No. XII)? issued in January 1949 on the same 
subject, will have helped to clarify the issues in this 
difficult and controversial subject. 

Other notable contributions to the discussion have 
been made within the past year. The report? of the 
American study group on "The concept of business 
income' was issued in March 1952 and, in addition, 
many valuable papers were presented to the Sixth 
International Congress on Accounting, which was 
held in London last June. Тће American study 
group's report was the result of deliberations extend- 
ing over a period of more than four years by an 
independent American group consisting of leading 
business men, accountants, lawyers and economists. 
It is interesting to note that the. conclusions of this 

oup do not differ substantially from those of the 
Council of the Institute, set out in Recommendation 
XV, though the two documents are quite different 
in form and emphasis reflecting as they do different 
approaches by differently constituted bodies. 

This subject of ‘what are profits’ has many aspects 
and it is possible to approach it from many direc- 
tions. You are all familiar with the approach adopted 
in Recommendation XV and, rather than repeat what 
is written there, I propose to attack the subject 
from a slightly different angle. I will take as 


my starting point a definition of profits given long 


ago but still much quoted, namely, that of Mr 
Justice Fletcher Moulton in the Spanish Prospecting 
Co's case in 1910.-He said: : 

! Reproduced in The Accountant dated May 3181, 1952. 

2 Reproduced in The Accountant dated January 15th, 1949. 
7 This report is discussed іп a leading article in The 
Accountant dated March 1st, 1952. 
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t.. We start, therefore, with this fundamental 
definition of profits, viz. if the total assets of the 
business at the two dates be compared, the increase 
-which they show at the later date as compared with 
the earlier date (due allowance, of course, being 


made for any capital introduced into or taken out of | 


the business in the meanwhile) represents in strict- 

ness the profits of the business during the period in 

_ question.’ 

This definition of profits does not indicate the 
basis on which the assets should be valued at the 
beginning and end of the period. It is generally 
accepted that unrealized appreciation in value should 


be ignored во that the assets are taken at their book. 


value which, in the case of fixed assets, is normally 
cost less appropriate depreciation and, in the case of 
floating assets, cost or realizable value whichever is 
the lower. We have, however, to consider the further 
question. What is to be the standard of measurement? 
Is it money? (This is the assumption underlying the 


present method of ascertainment known as historical ` 


cost accounting.) Is it units of purchasing power? 
(This is the assumption underlying the index theory.) 
Is it things? (This is the assumption underlying the 
replacement theory.) 


In this discussion we must bear in mind that the | 


starting point for any business js the provision of its 
capital. In the terms of Mr Justice Moulton's defini- 
tion, the first year's profits will be the excess of net 
assets at the end of the year over the subscribed 
capital. In later years it wil! be the excess of assets at 


the end of the year over the capital.and reserves at . 


the beginning of the year. In what terms, then, must 
the capital and reserves of a business be maintained 
for the purpose of calculating annual profit - in 
money, in purchasing power, or in things? 


Historical Cost 


The principle of ‘historical cost’ assumes that the 
unit of measurement for the capital and reserves and, 
consequently, for the profit or loss, is money. That 
corresponds to the normal meaning attributable to 
the word ‘profit’ in everyday conversation. A person 
buys an article for so much money and anything 
which he gets back on resale in excess of that sum 
is considered by him to be profit. The effect of 
historical cost accounting is to ensure that the capital 
is preserved in terms of money and, for this reason, 
revenue and expenditure are brought into account 
at their recorded monetary amounts. In Recom- 
mendation XV the Council of the Institute state: 

*A profit and loss account shows as the profit or 
loss the difference between the revenue for the 
period covered by the accounts and the expenditure 
chargeable in that period, including charges for the 
amortisation of capital expenditure, Revenue and 
expenditure. are brought into the account at their 
recorded monetary amounts.’ 

It is perhaps interesting to note that this method 
of calculating profit has never been seriously chal- 
lenged until the last few years, although somewhat 
similar conditions to those which have prevailed: 
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since the close of the recent war were experienced in 
many countries after the 1914-18 war. What hap- 
pened then was that in some countries laws were 
passed, as a part of plans to stabilize the currency, 
under which assets were written up in balance sheets 
in order to reflect current values. Thereafter these 
new values formed the basis for calculating deprecia- 
tion charges for taxation and other purposes. The 
old principles of historical cost accounting were then 
continued with the substitution of the new figures 
for the old. Тће question whether adjustments of 
this sort should now be made in this country can 
only be answered by reference to fiscal, economic and 
social considerations. Such adjustments, made by 
law at the time of the stabilization of a currency, 
should raise no accounting problems. 

In the last few years, however, a new situation 
has developed because some people have begun to 
doubt whether there is any longer the will or ability 
in any country to maintain a reasonable stability in 
the purchasing power of money. Whereas, at one 
time, that eps have been regarded as a primary 
objective of all governments, it 18 no longer quite so 
obvious an objective. In these circumstances a 
school of thought has arisen which suggests that, as 
a permanent feature of commercial practice, the 
instability of money should be recognized and re- 
flected in the computation of profits in one way or 
another. Various alternative methoda have been 
suggested. ; m 

Index Theory 


The index theory is based on the assumption that the 
capital should be maintained in terms of its purchas- 
ing power at the time ofits original investment. 
Thus, the figures of capital and reserves and of any 
assets and liabilities brought forward from earlier 
periods would be converted into current money by 
use of an index of general purchasing power. Тће 
effect of this method is to produce results which, in 
times of changing price levels, may more nearly 
reflect increases or decreases in wealth than the 
money profits shown by the historical cost principle. 
The application of an index to the share capital and 
reserves would ensure that any decrease in wealth 
due to the holding of cash and monetary claims in 
times of rising prices, would be reflected in the 
accounts. Similarly, any reduction in the real burden 
of monetary liabilities would be reflected in the 
accounts. The index theory would, however, only 
achieve its purpose if it were accepted that there is 
such a thing as a general purchasing power of money 
— а proposition which is not free from doubt in a 
society where people can spend their money as they 
will on all manner of things. 

It should be possible to evolve satisfactory account- 
ing procedures for the application of the index 
theory. Тће decision as to the suitability of the index 
theory for use in determining profits depends not so 
much upon the establishment of accounting tech- 
niques as upon the solution of the gocial and economic 
problems to which reference is made in paragraph 311 
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of Recommendation XV. 'These may be summarized 
as follows: dub | 

(1) If there is recognition of changes in the purchas- 
ing power of money in annual accounts of 
businesses, would it be necessary to give legal 
recognition to such changes in rights and соп- 
tracts which have been expressed in terms of 
money? i 

(2) What would be the effect on prices of goods and 
services? Would the change be inflationary in 
effect? | 

(3) What would ђе the relative position, for taxation 

` purposes, in times of rising prices of different 
kinds of businesses and of persons having money 
incomes? 

(4) Would- investors subscribe capital readily for 
business undertakings if such capital were raised 
on the basis that before any dividends could be 
paid the purchasing power of the capital em- 

~ ployed in the business must be maintained? 

(5) Would special provisions be required to ваѓе- 
guard creditors if the effect of the new method of 

- accounting were to be that the contributed capital 
ceased to be intact in terms of money when the 
purchasing power of money increased? 

(6) What would be the position of investors who 

f acquired investments on the basis of 
prospectuses and annual accounts prepared in 
accordance with existing principles? For example, 
what would be the position if a new conception 

.. Of profits resulted in dividends on preference 

" capital being passed? 

. All these matters are important, but I should like 
to draw attention particularly to the first point. If 
money is regarded as too unstable to be a suitable 
measure for use in annual accounts, it is difficult to 
see how it could continue to be regarded as a satis- 
factory measure for use in contracts of all kinds. It is 
hardly possible to visualize a situation in which all 
accounts would be adjusted to take account of changes 
in the purchasing power of money while contracts 
and legal. rights such, for example, as investments in 
Government bonds, leases, pensions, etc., would 
continue to be expressed in terms of money without 
any provision for adjustment. 


^ Partial Application of the Index Theory 


For reasons which I do not fully understand, some 
of those who support the index theory consider that 
it would be sufficient to apply the index to two items 
in the accounts only, namely, fixed assets and stock. 
If it is desired to arrive at a figure reflecting as nearly 
as possible an increase or a decrease in wealth, which 
I understand to be the object of the index theory, it 
would seem logical to apply the index to all items in 
the accounts, brought forward from an earlier period 
including the share capital and reserves. 

One of the arguments used in support of the 
application of the index theory to fixed assets and 
stocks alone is that this partial adjustment would 
have the effect that all the items in the profit and loss 
account would be expressed in units of the same 


purchasing power. I am not sure that this would be | 
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the effect in times of changing price levels unless 
adjustments were made much more frequently than 
once a year but, even if it were, it is difficult to see 
precisely what would be.achieved. What we have to 
find is a ‘fair’ figure of profit-and, because items in the 
profit and loss account are expressed in units of the 
same ‘purchasing power, it does not necessarily 
follow that the result is a ‘fair’ figure of profit. It 
would be difficult to define such a profit in simple 
terms. 

This difficulty seems to have been recognized in 
the evidence which was submitted to the Royal 
"Commission on Taxation by the Federation of British 
Industries. Тћеу state: 

"The problem of the absorption, during a period 

7 . of rising prices, of additional money capital to main- 
tain the sarne volume of resources and the same level 
of production and trade applies logically to all other 
forms of current assets, and theoretically an allow- 
-ance should be given in respect of such assets. For 
example, the atnount of working capital which has 
to be tied up in debtor balances will, other things 
being equal, be double when prices are double. . . .' 

The Federation of British Industries were, of 
course, dealing here with the taxation burden and 
they go on to explain why their recommendation 
deals only with fixed assets and. stocks. They say 
that, with regard to other assets, ‘there are certain off- 
` setting factors, e.g. the true weight of creditor balances 

and long-term loans due by the business will be 
smaller in real terms if the sale of money has fallen'. 
They state that, for this reason and ‘because of the 
impracticability of working out a comprehensive 
scheme which does not go too far', relief for taxation 
should be concentrated upon the two items of fixed 
assets and stock. I offer no opinion as to whether that 
conclusion is sound for taxation policy, as I am not 
dealing here with that aspect of the subject and we 
‘are all aware of the oppressive burden of taxation 
today. It is clear, however, that the extract quoted 
above gives no support to the suggestion that sound 
accounting principles can be evolved and applied to 
individual businesses of all kinds throughout the 
country by the application of indices to the two items 
of fixed assets and stock alone. i 


Replacement Theory 


The replacement theory is based on the. assumption 
that the capital must be maintained in terms of the 
things acquired with that capital. Some people 
suggest that not only the share capital but also the 
loan capital must be so maintained in terms of things. 
Clearly this method of accounting would be far more 
complicated than accounting in money or in pur- 
chasing power units. 


"The application of the replacement theory would . 


mean that a business, while free to invest in all kinds 
of assets, would have to provide out of income for 
the replacement. of all its assets, irrespective of 
. whether, in fact, they were to be replaced by similar 
assets or at all. There would, therefore, be no one 


THE ACCOUNTANT 


February 28th, 1953 


unit of measurement for profits such as money, but 
each business would, in effect, be accounting in its 
own private money with the value of the money 
itself liable to change with every change in the nature 
of the assets. 

Some people who support the- replacement theory 
would, however, wish to see it s only to fixed 
assets on the grounds that what the business has to 
maintain is its productive capacity. This, of course, 
would involve a distinction between those businesses 
which own fixed assets and those which, by their 
nature, acquire only current assets such as stock and 
book debts; all businesses, whatever their nature, 
may, however, be affected by changing price levels 
in one way or another. Even if the replacement 
theory was applied to fixed assets only, the calcula- 
tion of the amount required to be provided for re- 
pacent would be far more difficult than the calcu- 

tions required undèr the index theory, partly 
because of the uncertainty as to the price levels in ` 
es eriod before and at the date of replacement and 

j because things are so seldom replaced with 
decal objects. The distinction between replace- 
ments and new investments is not easily made. 
Some of the points which would require decision are 
the following: 

(1) What would be the basis of estimating the 
replacement cost? 

(2) Should each year be treated separately so that 
the annual charge for replacement would be 
based on the price level for that year without | 

запу adjustment of past provisions, or should the 

past provisions be adjusted to give effect to 
changes in prices since those provisions "were 
made? - 

(3) ТЕ the assets were not replaced how would the 
provision made for their replacement be treated? 
Should it be re-credited to profit: and. loss 
account and, if so, at what date? - 

(4) What should be done if prices fall so that re- 
placement cost is less than actual cost? 

(5) Should account be taken of interest on amounts 
set aside for replacement? These amounts would, 
pending their use, be invested either outside the 
business where they would earn interest, or in 
the business where they would save interest 

` which would otherwise be paid. If the object 
were to provide a given fund of money to be 
used for replacement of assets at the end of a 
given number of years, it would seem logical to 
take into account interest on the amounts set 
aside annually. It is not always appreciated that, 
on this basis, amounts set aside for deprecia- 
tion under the historical cost principle would, 
in times of stable prices, provide more than 
enough to replace the assets. For example, a 
sum of £50 per annum for twenty years at 4 per 
cent interest, after tax, would provide not 
£1,000 but £1,500. 

(6) What account, if any, should be taken of tech- 
nical improvements when calculating the amount 
required for replacements? For example, a new 
power-station installed today would probably cost 
three times as much as the old station built 
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'thirty years ago which it replaces. On the other 
hand, the efficiency. of the new power-station is 
во much greater than that of the old station that 
the saving in coal consumption alone is sufficient 
at current costs to provide for amortisation of 
the whole of the additional cost of the new 
station. Is this kind of factor to be taken into 
account or not? 

(7) Should any.distinction be made between assets 
to be replaced over a short period and those with 
а longer life? Less uncertainty attaches to the 
calculation of replacement provisions in respect 
of assets with a short life. 

(8) Should the replacement theory be applied to all 
fixed assets or only to those financed out of 
share capital, bearing in mind that, for those 
financed out of loan capital there will, in times 
of rising prices, be a compensating factor in the 
reduced real burden of the liabilities incurred? 

In Recommendation XV, the Council of the Insti- 

tute recommended that information should be given 
either in the directors' report or elsewhere concerning 
the amounts required for replacement of fixed assets 
and the directors’ policy for meeting those require- 
ments by setting aside to reserve or by raising new 


capital. It is to be hoped that companies which dp 


this will, in giving the figures, indicate the basis of 
the calculation so that experience can be gained 
which will be helpful in answering the difficult 
questions summarized above. 


Is the Replacement Theory Sound ? 


There remains the fundamental question whether it 
is right that a business should be required to provide 
for the replacement of its assets in arriving at the 
figure of profit for the year. The complexity of the 
calculation is only one of the factors to be taken 
into account. 

The replacement theory is usually supported by 
the argument that an enterprise should be re 
as permanent and that it must, therefore, provide for 
the replacement of its-assets so as to maintain the 
physical capacity of the ‘business. Most people 


probably hope that the business with which they are. 


concerned will. prove to be permanent and feel that 
the management will have sufficient ingenuity to 
keep abreast of new developments. On the other 
hand, businesses – particularly small businesses — 
are continually contracting and expanding and chang- 
ing their form. They are vitally affected by new 
techniques of production as well as by changes in the 
public demand for their products in the home and 
export markets. Even if the proprietors remain the 
same ~and in a large business the ownership of 
shares is continually changing – the business which 
they own is likely to change in form from time to time. 

Departing for a moment from accounting prin- 
ciples and considering the subject in the broad field 
of nation-wide activities, it would seem that there is 
no compelling reason why capital must be provided 
for. Ње replacement of existing assets in priority to 
capital for new developments. Why should amounts 
be set aside for the replacement of the Queen Elizabeth 
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if, in the country as a whole, there were not adequate 
capital available for the building of both a new . 
Queen Elizabeth and Comet aircraft? Why should 
provision be made for the replacement of colliers if 
the demand were for oil tankers? It seems clear that 
industry must maintain and increase its physical 
capacity if the country is to prosper, but it does not 
necessarily follow that each individual business must 
do the same. New businesses may take the place of old. 

The replacement theory might, in times of rising 
prices, set a standard which, in a declining industry, 
managements would find it impossible to attain 
because customers would not pay the required price. 
The theory would be likely to result in losses being 
shown or, at best, inadequate profits to "maintain 
dividends while, at the same time, large cash re- 
sources might be accumulated in the replacement 
funds for which the business might have no use. 

'These are only some of the arguments which can 
be used for and against the replacement theory. The 
social and economic aspects of the problemi, to which 
reference has already been made, also require con- 
sideration in- this context. 


‘Divisible Profits | 

Most businesses, especially in expanding industries, 
find it necessary to set aside part of their profits to 
reserve in order to finance the business and it may be 
inconvenient if shareholders, employees or customers 
choose, for their own purpose, to ignore this fact. 
There is, however, nothing in law to prevent com- 
panies distributing the whole of their money profits 
as dividend and some do so. In the final analysis it 
would seem that the amount required to be retained 
in the business is a matter for the discretion of the 
directors and depends not only upon the mathe- 
matical calculations of.the capital required but also 
upon the respective proportions of that capital 
which the directors consider it reasonable to retain 
out of profits ог to raise from outside sources. In. 
determining that question considerable assistance 
may be derived by calculating the effect which 
changes in the purchasing power of money have 
had upon the affairs of the business as a whole or 
upon the amount required for the replacement of 
the assets. - 


· The Conclusions of Recommendation XV 


Let us now consider what were the conclusions 
reached on Recommendation XV by the Council of 
the Institute. These, with some rearrangement of 
the order, may be summarized as follows: 

(1) It must be emphasized that the significance of 
&ccounts prepared on the basis of historical 
cost is subject to limitstions, not the least of 
which is that the monetary unit in which the 
accounts are prepared is not a stable unit of 
measurement. 

(2) In view of the limitations on the significance of 
profits so computed, members of the Institute 
who are asked for advice, should draw attention 
to the desirability of — 
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(a) Experimenting with methods of measuring 
the effects of changes in the purchasing power 
of money on profits and on financial require- 
ments. If the results of such experiments are 
published as part of the documents accom- 
panying the annual accounts, the basis used 
for the calculations and the significance of the 
figures in relation to the business concerned 
should be stated clearly. 

(b) Showing in the directors' report or otherwise 
the effects which changes in the purchasing 

. power of money have had on the affairs of 
the business, including in particular the 
financial requirements for its maintenance 
and the directors’ policy for meeting those 
requirements, either by setting aside to 
reserve or by raising new capital. 

(c) Setting amounts aside from profits to reserve 
in recognition of the effects which changes 
in the purchasing power of money have had 
upon the affairs of the business, particularly 
their effect on the amount of profit which, as 
a matter of policy, can prudently be regarded 
8s available for distribution. 

(3) Unless and until а practicable and generally 
acceptable alternative is available, the account- 
ing -principles set out below should continue to 
be applied: 

(a) Historical cost should continue to be the 
basis on which annual accounts should be 
prepared and, in consequence, the basis on 
which profits shown by such accounts, are 
computed. 5 

(Б) Any amount set aside out of profits in 
recognition of the effects which changes in 
the purchasing power of money have had on 
the affairs of the business (including any 
amount to finance the increase in the cost of 
replacements, whether of fixed or current 

- assets) should be treated as a transfer to 
reserve and not as a charge in arriving at 
profits. If such a transfer is shown in the 


profit and loss account as a deduction in- 


arriving at the balance for the year, that 
balance should be described appropriately, 
since it is not the whole of the profits. 


Extent of Difference of Opinion 


How far is there any difference of opinion within 
the profession about these recommendations? I will 
quote from Mr George May, the eminent American 
accountant, who has taken the lead in investigating 
this subject in the U.S.A. and was part author of the 
American Study Group report. In an article published 
in The Accountant on October 18th, 1952, Mr May 
summarized his present views as follows: 

*My own view is that the monetary postulate — 
the postulate that fluctuations in the value of the 
monetary unit may be ignored — has been becoming 
progressively less acceptable over a period that now 
extends to many years. I have felt that accountancy 


should have met this situation in various ways. In - 


the early stages it was appropriate to continue to 
accept the postulate but to point out the limitations 
on the significance of the results thus reached. The 
natural course in the second stage would seem to 
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be to continue to accept the postulate but to en- 
deavour to isolate the effects of inflation from the 
component of income that represents the results of 
activities measured in units of substantially equal 
purchasing power. In the third stage it might be 
necessary to abandon the postulate altogether. The 

American Study Group on Concept of Income has 

expressed the opinion that we should now adopt 

the second procedure. In Britain opinion does not 
seem to have moved that far.’ - 

It may be thought that, making allowance for 
differences in language, the present views of Mr May 
and of the American Study Group are not very 
different from those of the Council of the Institute 
expressed in Recommendation XV. The Council has 
clearly acknowledged the first stage and it seems to 
have gone a very long way in the second stage, 
though it has expressed its attitude in rather wider 
terms than has Mr May. 

'The real difference of opinion in this country is 
between those who accept stages one and two only 
and those who want to adopt stage three, namely, the 
abandonment of what Mr May calls the ‘monetary 
postulate’ altogether. I do not believe the number of 
these is nearly as great as might be thought from 
writings Mdh have appeared in the Press and else- 
where. In my experience few accountants who have 
studied this problem believe that it is either practic- 
able or desirable to adopt this third stage now. People 
may differ widely about whether the third stage is a 
desirable objective but that is not immediately 
important. What is urgent is that we should agree 
upon what has to be done now. In that respect I do 
not believe there is really any t difference of 
opinion between Mr May and the Council of the 
Institute. 


Principles of Presentation 


I now come to 'principles of presentation'. In recent 
years the Institute has made many recommendations 
88 to the principles which should be employed in 
the presentation of items in the balance sheet and 

rofit and loss account and most of these have been 
incorporated in the Companies Act, 1948. In 'prin- 
ciples of presentation’ I include such matters as 
the following: 

(а) The full amount of the liabilities should be 
stated in the balance sheet, together with a note 
of any contingent liabilities. Secured liabilities 
must be separately stated. 

(b) Fixed and current assets should be grouped 
separately in the balance sheet. 

(c) Different classes of share capital and reserves 
should be shown in the balance sheet. 

(d) Provisions for lisbilities, the amount of which 
cannot be determined with accuracy, should be 
disclosed. 

(e) The basis on which amounts set aside for taxation 
have been calculated should be shown in a note. 

(f) The provision for depreciation should be shown 
in the profit and loss account. 

(g) The aggregate cost and aggregate depreciation 
of fixed assets should, with certain exceptions, 
be shown in the balance sheet, 
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(8) Exceptional and non-recurring items of profit or 
loss, including those resulting from changes in 
the basis of valuation of stock, should be 
separately disclosed. 

(0) Group accounts should be submitted by holding 
companies. 

In the main, the Companies Act seems to have 
worked better than its critics at the time foretold. 
In any case, the foregoing and similar principles of 
presentation are not now seriously challenged by 
accountants, though there are differences of interpre- 
tation in their application. For example, some 
accountants consider that reserves for future taxation 
should be grouped with other reserves, whereas 
some consider that the item should be shown 
separately. The difficulty, of course, arises because 
the computation of taxation for the year is based on 
the profits of the preceding accounting period. It is 
consequently desirable to set aside sums sufficient 
to meet taxation on all profits earned up to the date 
of the accounts although that amount is in excess of 
the legal liability for the current period. As every- 
body agrees that reserves for future taxation should 
be shown separately, their precise location in the 
balance sheet is not a matter of fundamental im- 
portance. 

A more serious criticism is in respect of the 
requirement of the Companies Act that, with certain 


exceptions, the cost of fixed assets and the aggregate ` 


depreciation provided to date should be shown. 
Some maintain that the aggregation, for balance 
sheet purposes, of the original cost of assets p i 
at different times when money had different pur- 
chasing powers is of little value. Expert valuations 
are, however, not liked because of their dependence 
upon personal opinion. It is questionable whether the 
figures of fixed assets in the balance sheet, however 
arrived at, are of great interest to proprietors, investors 
or lenders, except, perhaps, as showing the amount of 
the capital laid out in this type of asset. More useful 
information might be an indication of the size, 
productive capacity and age of the assets, but this 
could only be given in the directors’ report or 
chairman’s speech. Nevertheless, the figures of 
original cost and accumulated depreciation do at 
least fulfil the requirement that the annual accounts 
should provide a record of what has happened. They 
also usually give a broad indication of the average 
age of the assets. 

As regards the profit and loss account, some 
accountants and business men advocate that the 
figures of sdles and of wages and other expenses 
should be given. This is common practice in the 
U.S.A. and some of the larger concerns in this 
country adopt it, but it is not generally followed 
mainly because directors are reluctant to give informa- 
tion which they consider may be of value to their 
competitors. Opinions differ as to how useful such 
information would be. Some companies give these 
figures in statistical statements attached to the 
accounts and it might be worth considering whether, 
in these cases, the figures could not be given in the 
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profit and loss account which comes under the 
purview of the auditor. 

The presentation of group accounts, which became 
compulsory under the 1948 Companies Act, provides 
a wide scope for accountants to use their initiative 
in devising the most suitable method of presentation, 
асаа in cases where the group includes 
overseas companies. · 

There is thus still room for accountants to use 
their initiative in devising means of presenting 
accounts in the most informative manner so as to 
give the proprietors the essential information which 
they require unencumbered by too much detail. 
These are matters on which there is no major con- 
troversy among accountants and it seems likely that 
there will be continued improvements as a result of 
practice and experiment. May I here put in a word 
for simplicity? It is, I think, a valid criticism of 
accounts prepared under the 1948 Companies Act 
that they are often too complicated. I am afraid that 
if some of the theories which have been discussed in 
this paper were put into practice, the accounts would 
become even more complicated. 


Conclusion 


I have now nearly exhausted the time available and 
you will note that I have been able to refer to only a 
few of the important matters which arise when con- 
sidering accounting principles. I have not been able 
to refer to the distinetion between realized and 
i profits or to the difference between 
capital and revenue profits, nor have I been able to 
deal with the special methods of stock valuation 
such as base stock or LIFO. Moreover, I have not 
attempted to deal with the criticism which is some- 
times heard that too many different methods are 
used in the application of the broad principle of 
historical cost. My purpose throughout has been to 
stimulate thought and discussion. 
In conclusion, I suggest that we must remember 


‘that the object of accounting principles is to make 


annual accounts as useful as possible for the purposes 
for which they are currently required. If, owing to 
changing circumstances, the annual accounts were 


‘ to be used for different purposes than those for which 


they are at present required, the principles now 
adopted might no longer be suitable. In that case 


.they would have to be changed as soon as more 


satisfactory principles could be devised. 

'The Companies Act, 1948, broke new ground in 
setting out a number of detailed provisions for the 
accounting principles to be employed in annual 
accounts. These are of the class which I have 
described .as ‘principles of presentation’ and the 
more fundamental principles, which determine the ` 
kind of state of affairs and the kind of profit or 
loss which must be true and fair are not prescribed. 

It may be that when the Act again comes under 
review the ‘Cohen Committee’ of the time will have 
to consider not only principles of presentation, but 
also these other more difficult questions. 
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WEEKLY NOTES . | 


Lord Latham to Resign Transport 
Chairmanship 


The Rt. Hon. Lord Latham of Hendon, J.P., F.A.C.C.A., 
Е.С.1.5., chairman of the London Transport Executive 
since the nationalization in 1947, has informed the 
Minister of Transport that he has decided to return 
to professional practice when his term of office 
expires at the end of September. He will thus be 
endi an association with London Transport 
extending as far back as 1935 - when he became 
a member of the former London Passenger Transport 
Board. 

' Lord Latham, who received a peerage in 1942, 
founded the London firm of Latham & Co, Certified 
Accountants soon after the First World War, and he 
‘has been President of the Association of Certified 
and Corporate Accountants since 1951. 

On his appointment as Chairman of the Executive, 
Lord Latham gave up all his p nee d 
and relinquished the c of nine companies. 
He was for many years a mem e of the London 


County Council, from 1940 until 1947 E Leader - , 


‘of the L.C.C. 


Iron and Steel Bill: Auditing Provisions 


During the debate on the committee stage of the 
Iron and Steel Bill, on February 18th, Mr G. P. 
Stevens, В.С.А., Member of Parliament for the Lang- 
stone Division of Portsmouth, moved an amendment 
to Clause r4, dealing with the annual report and 
accounts of the board, publication of statistics, etc., 
whereby those appointed as auditors would .be 
confined to members of the English, Scottish and 
Irish Institutes, the Society and the Association; the 
actual terms of the amendment being: 


"Provided that no-person shall be qualified to be 
so appointed unless he is a member of one or more 
of the following bodies: 
'The Institute of Chartered Accountants in 
England and Wales; 

The Society of Incorporated Accountants and 
Auditors; 

The Institute of Chartered Accountants of 
Scotland; > 

The Association of Certified and Corporate 
Accountants; 

The Institute of Chartered Accountants in 
Lo Ireland? 

Mr Stevens indicated that he was not seeking to 
establish à precedent, as auch a description is already 
incorporated in nationalization Acts already on the 
Statute Book. He submitted that the amendment 
should be accepted as a measure of encouragement of 
the bodies named.and for the protection of the 
public.  - 

On behalf of the Government, Mr A. R. W. Low, 
Parliamentary Secretary to the Ministry of Supply, 
recommended the acceptance of the amendment by 


the committee, but he subsequently gave an iade: 
taking that he would consider, before the report 


' Stage, deam had been said in the debate. The amend- 


ment was accordingly agreed to. 


- Tax on Blocked Oversea Profit 


Last week, in a leading article, we referred to the 
submission by the Institute that the profits of over- 
sea businesses should be taxed only on the remittance 
basis. A written Parliamentary answer on February 
19th has underlined the difficulties which arise when 
the arising basis is applied. The Financial Secretary 
to the Treasury announced that companies operating 
in countries which imposed restrictions on the with- 
drawal of funds’ vould. d be given treatment similar 
to that enjoyed by Harrods (Buenos Aires). Не 
mentioned Brazil, in addition to the Argentine. The . 
concession is understood to consist of holding over 
the collection of the taxon the profits until remittances 
are possible. 


The N.U.M. гай the Budget 


The National Union of Manufacturers has been 

giving some forthright advice to the Chancellor of 
the Exchequer, in good time for his next Budget. 
Its members number 5,400 manufacturers, for the 
most part small or medium-sized. According to the 
Union’s memorandum, the Government ublication, 
National Income and e 14037 shows 
that the true undistributed profits of British Industry 
in 1951 were a minus quantity as were the net savings 
of individuals. 'Tlie Union's proposed remedy is not 
unfamiliar. It calls for a dubstantial diminution of 
central and local government expenditure down to a 
predetermined ‘reasonable’ figure. "This would be 
accompanied by the abolition of both profits tax and 
excess profits levy, a decrease in the standard rate | 
of income-tax, an extension of the earned income 
relief, capital allowances related to probable cost of 
replacement instead of historical cost, and a restora- 
tion of the 40 per cent initial allowance for- plant. 
At the same time, says the Union, duty free import 
licences for machinery should be resumed and, 


purchase tax should be abolished, or at any rate 


reduced to a low flat rate of say 25 per cent. The 
Chancellor is reminded of the Millard Tucker 
Committee recommendations which have not yet 
been implemented, while the Union Jooks forward to 
the report of the second Millard Tucker Committee, 


` pointing out that the question of tax relief for the 


provision of retirement benefits is closely linked 
with the question of individual savings. Pending the 
report of the Royal Commission.on Taxation, the 
Union advocates that oversea profit should not 
become liable to tax in the United Kingdom. until 
it is capable of being remitted.! The present practice 
is, as indicated above, to tax the profit as soon as it 


! See leading article in this issue. 
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arises but to hold over collection until remittance is 


possible. 

The F.B.I. and The Budget 
The Federation of British Industries has published 
this week a booklet entitled The Budget, 1953, 
containing the Federation’s representations to the 
Chancellor. It is divided into two parts, the first 
being representations on Budget policy, the second 
on matters for action in the Finance Bill. 

Part I reiterates the contention that the condition 
of the British economy remains precarious and, 
failing further measures of a long-term character, 
industry is likely to run into still more serious 
difficulties. The Federation considers it necessary 
to cut down Government expenditure so that 
taxation can be reduced without conducing to 
inflation, to give better financial incentives to work 
and enterprise, to encourage individual savings, and 
to take measures to enable capital reserves to be set 
up for the re-equipment of industry. It repeats the 
argument which it put to the Royal Commission, 
namely, that the present system of computing 
taxable profit does not permit of the maintenance 
-free of tax-of the existing capital equipment of 
industry. ` 

Like the National Union of Manufacturers, the 
Federation claims that the statistics of national 
income and expenditure indicate that after allowing 
for the current cost of replacing plant and stocks, 
the net undistributed income of British industry in 
1951 was a minus quantity. It also points out that the 
capital employed per wcrker is below that in the 
United States, having fallen further behind in 1951. 

The booklet goes on to detail suggestions for tax 
relief: the first being that there should be a change 
in the method of computing depreciation on fixed 
assets and in valuing stocks; such change not to wait 
until the Royal Commission's final report. Тће second 
suggestion is that both profits tax and excess profits 
levy be abolished. Not unnaturally there are 
alternative proposals in case profits tax should survive 
the onslaught upon it. These are that preference 
dividends be allowed as a deduction in arriving at 
profit, and that there should be a flat rate for both 
distributed and undistributed profits. Then comes a 
reduction in the standard rate of income-tax as an 
incentive to enterprise and both the means and the 
incentive to savings, coupled with an extension of 
earned income relief to higher salaries. There follow 
recommendations that death duties on family 
businesses be made less onerous and that the whole 
subject of purchase tax should be reconsidered in the 
light of the return to a buyer’s market. 

Part IT contains representations for improving the 
state of the tax law. Section 468 of the Income Tax 
Act, 1952, the notorious ‘company migration’ 
section, comes in for sharp criticism, particularly in 
view of the communiqué of the recent Common- 
wealth Conference. | | 

Detailed representations on the excess profits 
levy include the very reasonable one that capital 
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receipts be included in the computation of undis- 
tributed profits. The prohibition of the deduction of 
back service payments for retirement schemes is 
attacked, as is the restriction of relief under Section 
56 to metal, oil, and asbestos. In the profits tax 
field, the Federation recommends that the dis- 
tribution of compensation received on nationali- 
zation should not be treated as a distribution for 
profits tax purposes. - 

At the end of the booklet is an appendix setting 
out those recommendations of the Millard Tucker 
Committee which the Federation considers should be 
given effect to at once. They include depreciation 
allowances for non-industrial commercial buildings, 
the deduction of abortive expenditure as an expense 
of the year in which it is incurred, the writing-off of 
capital expenditure which does not produce a capital 
asset, the writing-off of such assets as leases, and the 
abrogation of the principle in Strong & Co v. 
Woodfield. | 

Canadian Tax Cuts 

The Budget for 1953-54 announced on February 
19th, by Mr Douglas Abbott, the Canadian Finance 
Minister, contained heartening news for Canada. 
As from July 1st next, personal income-tax there 
wil be cut by 11 per cent. The rates of tax on 
corporation profits, now standing at 20 per cent on 
the first $10,000 and 5o per cent on the excess, will 
be replaced by 18 per cent on the first $20,000 and 
47 per cent on the excess, a very substantial concession 
to the small business. 

Dividends from Canadian corporations are, at 
present, reduced by 10 per cent in arriving at indi- 
vidual total incomes for tax purposes. Under the new 
Budget proposals, 20 per cent will be deducted. This, 
of course, is to reflect the fact that the profits out of 
which the dividend is paid have already borne tax. 
In this country the shareholder of a British company 
gets no relief in respect of the profits tax borne by it. 

Another increased relief is that given to a company 
operating in a province which imposes its own direct 
tax. The profits from operations in that province will 
be reduced by 7 per cent, instead of 5 per cent, for 
Federal tax purposes. Mining companies will be able, 
for tax purposes, to deduct 'bonus payments' made 
for leases which turn out to be unproductive. 

There are also extensive reductions in indirect 
taxation. Mr Abbott proposes the repeal of the 
то per cent taxes on the sales of books, on the 
materials used for their manufacture, and on news- 
print and other materials used in the manufacture of 
newspapers. 'The duty on cigarettes is to be reduced 
by 4 cents the packet of twenty, while the $2.5 radio 
licence fee will be abolished as from April 18. 
Instead, the Canadian Broadcasting Corporation will 
receive the 15 per cent tax on the manufacturers’ 
price of radio and television sets and valves and. the 
duty-free entry of American television sets will be 
ended. 

It is to be hoped the Chancellor will study this 
Budget carefully. : .-. de uotis 
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REVIEWS 


The Theory of Economic Policy in English 
Classical Political Economy 
by Professor Lionel Robbins - 
(Macmillan & Co Ltd, London. 15s net) 
In this book Professor Robbins presents to the public 
the substance of half a dozen special lectures given 
by him in this country and in America. There can 
be little doubt that those who were privileged to hear 


the original lectures found them of great interest’ 


and it is pleasing that the lectures сап now be shared 
by a much wider audience. 

Professor Robbins approaches his subject with zeal, 
for as he.says in his preface, the study of the works 
and outlook of the classical economists is especially 
congenial. Nor is it without importance since their 
views exercised a profound influence ‘on public 
opinion in this country and they were responsible for 
many far-reaching legislative and administrative 
changes. 

One of Professor Robbins’ reasons for this par- 
ticular study is to remove the misunderstandings 
and misrepresentations which now tend to tarnish 
the reputation of the classical authors. The special 
characteristic of the classical period is that the theory 
of economic policy was professedly based on a 
systematic corpus of scientific knowledge, to wit, 
the science of political economy. But a policy de- 
mands more than a comprehensive and systematic 
body of facts; it must have a goal at, which to aim. 


This goal the classical economists found in the | 


principle of utility and the test to which their policy 
was put was its effect on human happiness. ` 

Emerging from Professor Robbins' analysis is the 
realization that classical economics is not a dismal 
soullesa science but a warm, progressive and practical 
study in which the interest of the consumer, freely 
expressed, is paramount. . 

'This book may not.find a place in a syllabus 
devoted solely to economics for professional students, 
but all those who are interested in the wider aspects 
of the subject will find in it much profit and pleasure. 


Classifications in Accounting 


‘by A. A. Fitzgerald, B.Com., and 
L. A. Schumer 
(Butterworth & Co (Australia) Ltd. 45s. net) 
The pressure of everyday business rarely leaves pro- 
fessional accountants time to consider the principles 
upon which their work is based. This book, emanating 
from Australia, covers a much wider field than its 
title suggests and does revert to first principles; it 
therefore may be profitably studied. As it points out, 
‘the whole process of accounting is one of classifica- 
tion by stages so that significantly classified informa- 
tion may be prepared and prescribed’. The determin- 
ants of classification are, of course, most important 
and in discussing them the book becomes almost an 


introduction to the philosophy of accounting. It is 
valuable, therefore, for its brief discussion of the 
scope and significance of accounting, although it 
naturally devotes most space to a detailed study of 
various methods of. classifying assets and liabilities, 
income and expenditure. 

A chapter on ‘Accounting income and real income’ 
summarizes the stage reached at the time it was 
written, i.e. before certain recent publications in this 
country became available, in accounting theory re- 
garding the effect of changing price-levels. In an 
appendix are given specimen classifications for 
different industries and public bodies, provided from 
A ian. sources; they cover various forms of 
commercial concern as well as a public utility, a 
local authority and others. 

As a contribution to the development of accounting 
theory generally, the volume is strongly recom- 
mended. 


International Tax Agreements . 
Fiscal Divislon, Department of Economic 
| Affairs, United Nations 


(H.M.S.O., Vol. I, 25s, Vol. II, 17s 6d., Vol. III, 308) 


This work is in three volumes. Volume I, which was 
published in 1948, brought up to date the six-volume 
Collection of International Tax Agreements and Internal 
Legal Provisions for the Prevention of Double Taxation 
and Legal Evasion which was published by the League 
of Nations in the period 1928 to 1936. Volume II 
contains the agreements signed after 1948 and up 
to the end of 1950, together with a few earlier agree- 
ments not previously published. 

Volume III, published in the latter part of 1952, 
is a world guide to international tax agreements, 
1843-1951. It constitutes the first codification of 
authentic information on the status of the 480 known 
international agreements, and contains cross refer- 
ences to the full texts in Volumes I and II. It is 
arranged alphabetically by countries. 


RECENT PUBLICATIONS 


STUDIES IN MANAGEMENT TECHNIQUES, by С. W. Briggs, 
A.C.W.A., А.С.А.А. 203 pp. 84 X 5%. 212 net, post free 
21: 6d. Gee & Co (Publishers) Ltd, London. 

LEADING Cases IN THE Law or BANKING, by Lord Chorley, 
M.A., Barrister-at-Law, and P, Е. Smart, LL.B., A.I.B. 
xxx+ 329 pp. 81 X 51. 30s net. Sir Isaac Pitman & Sons 
Ltd, London. 

STUDIES IN CosriNG, edited by David Solomons, B.COM., 
A.C.A., Reader in Accounting, University of London. 
patie PP. 10X6. 35s net. Sweet & Maxwell Ltd, 

ndon. . 2 

CHALMERS ON Вила or ExcHaNGE, Twelfth Edition by 
Barry Chedlow, Barrister-at-Law. xliii+ 390 pp. 84 X 54. 
£2 105 net. Stevens & Sons Ltd; London. 

SPICER PzcrtER's BOOE-EEEPING AND ACCOUNTS, 
Thirteenth Edition, by W. W. Bigg, F.C.A., PS.A.A., 
Н. A. R. J. Wilson, F.c.a., F.8.A.A and А. E. Langton, 
LL.B.LOND.) F.C.A., FSAA, xvi--680 pp. 94x74. 
35s net. H.F.L, (Publishers) Ltd, London. А 
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FINANCE AND COMMERCE 


More interest has developed in stock markets during 
the current three-week account than for some time 
past. Although the best price levels have not been 


^ held the greater volume of business has been widely 


welcomed. 
Stormgard 

An important point concerning depreciation is raised 
by the auditors of Stormgard Ltd, clothing manufac- 
turers, whose accounts we reprint this week. Referring 
to the consolidated accounts, the auditors point out 
that ‘Provision for depreciation in the consolidated 
profit and loss account represents the aggregate of 
the amounts provided in the accounts of subsidiary 
companies based on the amounts at which the fixed 
assets stand in the books of those companies. 

‘If such provision had been based on the values at 
which the Ered assets are shown in the consolidated 
balance sheet, an additional provision of £8,900 
would have been necessary for the year to June 3oth, 
1952, a total additional provision to date of 
£29,400.’ othe auditors’ opinion is that the con- 
solidated accounts have been properly prepared 
‘subject to the foregoing’. 

Concerning the accounts of the holding company, 
the auditors draw attention to the fact that interests 
in subsidiary companies are shown at cost without 
adjustment for subsequent losses as shown in the 
consolidated accounts. Attention is also drawn to the 
value of the trade investment which is not fully 
covered by assets in the accounts of the company 
concerned. 

Disappointing 

'The loss shown by these accounts is, states the 
directors’ report, ‘mainly attributable to the sharp 
fall in wool and cotton prices and to the subsequent 
recession in the textile and clothing industries which 
occurred during the period under review. In addition 
to losses incurred on sales below cost prices,’ they 
add, ‘the accounts reflect substantial writing down 
of stocks to the level of prices now prevailing’. 

The company, however, has been a-disappointment 
‘to those who responded to the offer for sale of its 
shares in 1948. In June that year, 200,000 54 per cent 
£r cumulative preference shares were offered at 
22s, and 325,000 of the 2s ordinary at 7s 6d. The 
preference are now quoted around 5s and the 
ordinary around 1s. 

The offer for sale held out the prospect of a group 
profit of £85,000 before taxation and of a 30 per cent 
dividend on the ordinary capital. No ordinary divi- 
dend has yet been paid and the preference divi- 
dend is in arrears. In the company’s first report to 
June 1949, shareholders were informed that pro- 
duction had been concentrated at the company’s pre- 
war headquarters and that the move had affected 
earnings. | 

Enjoying Figures 
Mr F. Burton, chairman and managing director of 


‘into the 


Newbold & Burton Ltd, ladies’ shoe manufacturers, 
shows an enthusiasm for his company’s accounts 
which is infectious. ‘As to our balance sheet’, he 
says in his review with the accounts, 1 enjoy looking 


` at all the figures on it.’ 


He has, it must be admitted, Bond reason to be 
pleased with the year's figures. The company gained 
a 'fair increase in trading profit over the previous 
year' and registered what Mr Burton, who has been 
with the company since its beginning, regards as 
‘our best ever achievement.’ And this at a time of 
‘tricky’ conditions. 

There is, however, more to it than that. Mr Burton 
includes in his review a summary of the balance sheet 
position, profits and their disposal which puts life 

Faces How it does so will be seen from 
the тераа. 

There is one exception to this chairman’s en- 
thusiasm for figures. He enjoys them all ‘except 
those which refer to taxation’. 


In Thirty Years 
The business of The Marley Tile (Holding) Co Ltd, 
started thirty years ago in 1923, in a small shed in 
Harrietsham, Kent. It was a post-war year; supplies 
of building materials, especially roofing, were 
difficult; and the founders of the-business decided 
to see what they could do with concrete tiles. 

The company’s balance sheet for 1952 shows net 
assets of nearly £2} million and while the growth in 
money symbols must in part be explained by inflation, 
there is the fundamental fact that the business has 
been a great success. As experience grew, the com- 
pany offered a twenty-year guarantee against 

ination or decay of its product. The guarantee 
was later extended to fifty years. This guarantee is 
given a full-page display in an excellent annual 
publication a from the business angle is a good 
advertisement. From the accounting angle, there is a 
clear exposition of the results and position. 

A feature of these accounts is a seven-year con- 
solidated balance sheet in single-column form 
showing net assets in terms of capital, reserves and 
surplus. There should, however, be room below each 
column-year for a short note of the factors that have 
affected the figures. This time, for instance, there is 
a sharp rise in fixed assets owing to a revaluation. 
The fact is shown in the main accounts but could be 
lost sight of in the seven-year statement, especially 
as the years move on. 


Money Market 
Treasury bill applications totalled £321,685,000 on 
ae 20th and, maintaining the bid, the market 
Budd an overall allocation of 61 per cent of 
buscado The average rate was {2 85 7:9d per 
cent. This week's offer is £230 million against 
maturities of £250 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the toriter, not necessarily for publication.. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. е 


Professional Fees and Unqualified Accountants 


Sir, – This correspondence, which started on the 
question. of fees, has moved to the question of co- 
ordination of the profession – an indication of the 
way in which most practising accountants are thinking. 

It is lamentable that a profession which prides 
itself on its qualifications to advise others, should 
have failed to set an example by its own organization. 

The letter from Mr B. A. Pennock (February 
14th issue) concludes with these words: 

‘Legislation . . . would aim simply at stopping 
any пет persons practising accountancy on the 
public^in future without reasonable steps being 
taken* to ensure that they are at least ressonably 
qualified to do so.' 

This puts the case for legislation simply and clearly. 
Nobody wants to deprive the practising accountant, 
qualified or unqualified, of his livelihood. Nobody 
wants to deprive the chartered, or incorporated or 
certified accountant of the benefits which accrue 
from ‘the use of a particular designation. What is 
needed, however, is some positive move to save the 
situation from further deterioration. Other professions 
have succeeded, why not accountancy? Is it possible 
that internal rivalries at a high level are the obstacle? 

Gr believe there are few practising members of the 

ized bodies who would withhold approval to 
tion embodying the principles put forward by 
ME Pennock. 


London, EC2. 


Yours faithfully, 
L. J. DAVEY. 


Sm, -In the correspondence on professional fees 
reference is made to the competition of ‘quacks’. 
As a country practitioner I should say that I suffer 
more from the other professions than from unqualified 
accountants. - 

In the small matket town in which I practice a 
local firm of solicitors employs an accountant (in 
this particular case a well qualified one) and prepares 
a considerable number of farm and other accounts 
for Schedule D purposes. This is not unusual for 
solicitors in country districts, but the accountant 
employed is not always qualified. 

The President of the Institute touched on this 
. matter in the paper read before the American 
Institute of Accountants which was reported in 
your issue of October 11th last. 

‘I believe’ he said, ‘I believe, however, that in 
some of the smaller provincial towns accountants 
feel from time to time that local solicitors under- 
take work which the accountants consider ought to 
be in the hands of accountants. For example, some 
solicitors undertake taxation matters for their 
clients, including even the preparation of accounts.’ 


I can assure the President that the feeling he refers 
to does indeed exist and that there are better grounds 
for it than perhaps he realizes. 

Country auctioneers too — members of the Char- 
tered Auctioneers and Estate Agents Institute and, 
in some cases, of the Royal Institute of Chartered 


‘Surveyors ~ often have accountancy departments and 


prepare accounts, particularly farm accounts, and 
some even -advertise for this work. 

Very properly the Council of the Institute impresses 
on members that they should not undertake work 
which.ought to be done by other professions. It 
would be interesting to know whether-the Law 
Society, the Royal Institution of Chartered Surveyors 
and the Chartered Auctioneers' and Estate Agents' 
Institute make similar representations to their. 
members. Yours faithfully, — . 
| YOKEL A.C.A. 


Farmers’ Incomes 


Sm, - Some qualification is necessary I think to the. 
observations made in the last two paragraphs of ` 
your leading article of February id dor 1953. You 
quote sample figures of the average net profit shown 
by general mixed farms of from 151 to 300 acres, 
and your comment is that there is a net income of 
modest proportion, the 1950—51 average being £622. 

Reference has already been made in the article to 
the fact that no allowance is made for the farmer's 
personal labour and no adjustment is made for 
opening and closing valuations. Experience with a 
considerable number of farm accounts leads me to 
the conclusion that the value of services rendered to 
the business by a working farmer and his wife can 
easily amount to £500 per annum taking into account 
the overtime and week-end work involved. 

This factor alone would almost extinguish the 
true net profit in the figures quoted but the interest 
factor is even more important. 

On a mixed farm of between 151 and 300 acres the 
value of stock, tenant-right and equipment may be , 
anything up to £10,000 to which must be added the 
seasonal requirement of working capital. This capital 
could be invested to earn 6 per cent with very little 
risk, certainly with far less risk than in farming, and: 
it is important that this factor should not be over- 
looked when considering the figures quoted. 

There is still a popular impression that farmers 
are universally prosperous. While this is true of some, 
particularly where specialized farms are concerned, 
it is important that the misleading impression 
created by officially published statistics should be 
corrected. 

Yours faithfully, 


Maidstone. R. W. SMITH. 
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The Oldest Firm ? 


Sir, – I was interested to read in the February 21st 
issue of The Accountant the reference to the firm of 
Jones & Co’s rsoth anniversary of the foundation 
of their practice as accountants, as I had the great 
pleasure in the year 1906 of meeting the late Mr 
Theodore B. Jones in the City of Bradford (Yorks). 
He was then of a patriarchal age and appearance, 
with a long white beard and piercing eyes which 
blazed fiercely on the slightest provocation, as I found 
to my cost on referring, quite innocently, to a rival 
aystem of accounting to his firm’s English System 
mentioned by your contributor. 

Reference might also be made to the case of 
Joseph Hargreaves Limited, decided in 1900, (which 
is reported in Dicksee’s Auditing) in which Mr Jones 
was exonerated from liability as auditor for three 
dividends paid out of capital on the sufficient ground 
that he had never signed any balance sheet, and 
deliberately refused to do sol 

i Yours faithfully, 

Edinburgh. A. SOMMERVILLE, с.а. 


Excess Profits Levy: A Contradiction 


Зак, – The footnote to this interesting point raised 
by your correspondent, Mr H. Hudson, (February 
7th issue) says that paragraph (8) (2) (а) excludes 
the option given by paragraph (8) (1) (c). Is it 
possible to exclude an option? It would seem the 
position must be that the option is granted or it is not. 

At all events, the interpretation placed on (8) (2) (a) 
renders (8) (1) (c) meaningless and it becomes, there- 
fore, mere surplusage. At this point should be 
remembered the warning given by Viscount Simon 
that Parliament must not be deemed to put mere 
surplusage into one of its Acts. A meaning must 
therefore be given (8) (1) (c) and it is suggested that 
this meaning is that it operates as an option to 
(8) (2) (a). It is true this subparagraph makes no 
reference to the existence of an option, but then this 
is not necessary, for the option subparagraph itself 
is sufficient. It is to be noted' that (8) (2) (6) does not 
create an option, it recognizes the pre-existing right 
to one, for it refers to circumstances in which 
6) election is made by the principal member under 
8) (1). | 

lam at а loss to understand why your correspon- 
dent considers he cannot bring his case ипдег (8)(2)(5); 
the facts appear to be propitious. His companies did 
not trade 'before the first day of January nineteen 
hundred and forty-seven'. Whether they did or not, 
it is to be noted that the reference in this subpara- 
graph is not to any subsection of (8) (1), but to the 
~ whole of it, namely, (8) (1) (а), (Б) and (с). 

ours faithfully, 

London, EC2. E. 


[To say that the case can be brought within paragraph 
8 (2) (b), when it is manifestly within paragraph 
8 (2) (a), is to make paragraph 8 (2) (a) surplus instead 
of paragraph 8 (1) (с). Where two provisions of the 
same Act contradict each other, the later normally 


THE ACCOUNTANT 


255 


prevails so that paragraph 8 (2) (a) overrides paragraph 
8 (1) (c). From a practical point of view it seems to be 
open to the group to make an election under para- 
graph 9 (5) or paragraph 9 (6), both of which are, of 
course, later than paragraph 8. Paragraph 9 (5) was no 
doubt intended for the benefit of a group where only 
some of its members satisfy the proviso to Section 
38 (s) and which cannot make an election under 
paragraph 8 (1) (с) for that reason, but the sub- 
paragraph is not expressly restricted to such a case. 
Both paragraph 9 (5) and paragraph 9 (6) are also no 
doubt intended to apply only to those groups which 
come within paragraph 8 (1), but whether they are in 
fact so restricted in their application is a doubtful 
point. In view of the general botch which has been 
made of the drafting of paragraphs 8 and 9, the Inland 
Revenue are hardly likely to insist on a strict appli- 
cation of paragraph 8 (2) as long as the case falls 
within paragraph 8 (1) (c) and an election is made. It 
is to be hoped that the next Finance Act will repeal 
paragraph 8 (2) (a) retrospectively. – Editor.] 


Net Assets: Share Capital and Reserves 


Sm, – I wonder if either of the phrases ‘representing’ 
or ‘represented by’ which Sir Russell Kettle queries 
in your issue of January 24th, takes us far enough 
when it comes to a question of clarity. 

, Are not net assets derived from share capital and 
reserves, and would not the use of the term ‘derived 
from’ to preface the latter figures, assist in removing 
many of the misconceptions undoubtedly current in 
the minds of many non-professional readers of 


company accounts? 
Yours faithfully, 
Manchester. J. A. SCOTT. 


 Repairs- or Not? 

Sir, – With reference to Mr Lundy's letter appearing 
in your issue of February 14th, I should be interested 
:to know how he and the Inspector of Taxes reconciled 
'the granting of both the industrial buildings allow- 
ance and excess maintenance relief on the same 
expenditure, with proviso (a) to Section ror of the 
Income Tax Act, 1952, which lays down that 

‘no repayment of tax shall be made under this 

section in respect of the cost of maintenance, repairs, 

insurance or management if or to such extent as 

that cost has been otherwise allowed as a deduction 

in computing income for the purposes of income- 

tax’ y 


and with Section 276 (1) of the Income Tax Act, 
1952, which excludes double allowances. 


Yours faithfully, 
London, EC4. А. D. WARDLE. 


Gross Profits: Tobacconists 
Sm, – We shall be obliged if any of your readers 
will inform us what rate of gross profit upon sales 
should be obtained by (x) wholesale tobacconists; 
(2) retail tobacconists. , 
| Yours faithfully, 
TOBACCONIST. 
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BIRMINGHAM AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


ANNUAL DINNER 


The Birmingham and District Society of. Chartered 
Accountants held their annual dinnér at The Grand 
Hotel, Birmingham, on Thursday, February 19th, with 
Mr H. James Gittoes, J.P., F.c.a., in the chair. Members 
and guests, numbering 361, were received by Mr 
Gittoes and by Mr T. B. Robson, M.B.E., M.A., F.C.A., 
President of The Institute of Chartered " Accountants 
in England and Wales. 


Among those present were Admiral Sir William 
Tennant, K.C.B., C.B.E, мм.о., Lord-Lieutenant of 
Worcestershire, Alderman R. С: "Yates, Deputy Mayor 
of Birmingham, His Honour Judge Forbes, Judge of 
the County Court, Mr E. J. Dodd, све. Chief 
Constable, City of Birmingham; and 


Messrs С. C. Barrow, M.A., LL.B. (President, Birmingham 
Law Society); H. Benoit (Editor, ‘Evening Despatch’); C. W. 
Blasdale (H.M. Senior Inspector of Taxes); B. C. Britton, 
F.R..C.8., A.L.8TRUCT.E. (Chairman, Warwickshire, Stafford- 
shire and Worcestershire Branch, Royal Institution of Chartered 
Surveyors); E. P. Broome, Е.С.А. ees Nottingham 
Society of Chartered Accountants); С. С. Burton, 0.3.2, 
M.COM., Е.С.1.8.; N. Т. Busby, F.C.LI. ` (President, Birming- 
ham Insurance " Institute); Н. R. Clark, a.c.a. (President, 
Bristol and West of England Society of Chartered Account- 
at R. Kynock Clark, a.c.a. (Official Receiver, Birming- 
ham) Douglas A. Clarke, LL.B., F.C.A. (Chairman, London 
and District Society of Chartered Accountants); The Very Rev 
Michael Clarke, M.A. (The Provost of Birmingham); Prof 
Donald Cousins, B.COM., A.C.A. (Professor of Accounting 
and Administration, University of Birmingham); Messrs 
Е. S. Deakin, F.R.1.C.3., F.A.I. (Chairman, Birmingham and 

· West. Midlands Branch, Chartered Auctioneers and Estate 
Agents’ Institute); К. B. Dixon, F.C.A. (Chairman, Taxation 
and Research Committee, Birmingham and District Society); 
J. P. Eames, O.B.E., F.IL.M.T.A., F.8.A.A. (Treasurer, City of 
Birmingham). 

Messrs Cecil E. M. Fillmore, J.P., F.R.I.B.A. (President, 

Birmingham and Five Counties Architectural Association); 
С. №. Fullagar, v.c.a. (President, Liverpool Society of 

Chartered Accountants); John A. Gopsill, F.A.C.C.A., F.C.C.8., 

F.T... (President, Birmingham and District Society of 
Certified and Corporate Accountants); W. H. Hancock, 

F.C.W.A. (President, Birmingham and District Branch, 

Institute of Cost and Works Accountants); N. B. Hart, 
O.B.E., T.D., D.L., M.A, LL.B., F.C.A. (President, Hull, East 
Yorkshire and Lincolnshire Society of Chartered Accountants); 

E. J. Hayward, F.1.M.T.A. (Chairman, Midland Branch of 
the ‘Institute of Municipal Treasurers and ^ Accountants); 
Dr Humphfey Humphreys, 0.3.2, M.C., FSA. (Vice- 
Chancellor, University of Birmingham); Messrs. H. B. 

Huntington-Whiteley (Hos. Secretary, Birmingham Char- 
tered Accountant Students’ Society); H. N. Пеу (President, 

Birmingham Branch, Institute of Bankers); E. Jarvis-Garner, 

J.P., F.C.A. (С! , Coventry Area Branch of the Birm- 

ingham and District ' Society оў Chartered Accountants); 
Gerwyn Jones, Р.С.А. (President, South Wales and 

Манеа Society of Chartered Accountants); Е. C. А. 
Ledsam, F.C.A. (President, Birmingham Chartered Account- 
ant Students! Societ у; A. 5. Maciver, M.C., В.А. (Secretary, 
The Institute of Chartered Accountants in England and 
Wales); J. F. Milward, M.A., LL.B. (Birmingham Stipendiary 
Magistrate). 

Messrs Arthur S, Phelps, F.c.1.B. (Chairman, Corporation 
of Insurance Brokers); John H. Plant, a.c.a. (Chairman, 
Wolverhampton Branch of the Birmingham and District 


Society of Chartered Accountants); John J. Potter, F.8.A.4. 
(President, Incorporated Accountants’ Btrmingham 
District Society); Robert Pringle (President, Midland 
Region, British Jewellers Association); E. E. V. Rowley, 
A.C.A. "(President, Leicestershire and Northamptonshire 
Society of Chartered Accountants); Paul E Sandilands, Q.C., 
о.в.Е., D.L. (Recorder of Birmingham); К. Milliken Smi 
Chairman, Birmingham Stock Exchange Committee); R. ih 
mith, O.B.E., T.D., F.C.A. (President, South Eastern ociety of 
Chartered Accountants); A, Stocks (H. M. Principal [nspector. 
of Taxes); E. Gordon Turner, M.C., РОСА. (President, 
Manchester Society of Chartered Accountants); Sydney 
Vernon, LL.M. (The Pro-Chancellor, University of Birm- 
ingham), Prof Gilbert J. Walker, D.LITT., M.A; Messrs 
. В. б. Whates (Editor, ‘Birmingham Mail); D. D. W. 
Wynn-Williams (Agent, Bank of England, Birmingham). 


Birmingham's Vital Role 
The toast of “The City of Birmingham’ was proposed 


_by Admiral Sir William Tennant, who said that a great 


proportion of -capital abroad, most of which we had to 
spend in the last war, was built up by industrial districts 
such as Birmingham, and that Birmingham had in the 
past, and has today, a most vital role in our endeavours 


-to maintain and‘ improve our standards of living. 


Alderman R. C. Yates responded to the toast. 


Proposing the toast of "Ihe Institute of Chartered 
Accountants in England and Wales', His Honour Judge 
Forbes said that it always gave him great pleasure to 
pay tribute to chartered accountants — lawyers who 
had been brought up at the Bar were rarely any good 
at accountancy, and therefore always held this particular 
profession in great veneration. He went on to say: 

“You have o your profeasion and you are in 
process of disciplining it. The next thing is to gather it all 
together and, may I suggest, to close it, and to endorse a 
rigid discipline upon every member of the profession, and 
have only those subject to this discipline in it. The solicitors 
have set you an example which is really the strongest trade 
union in the world – that qf the Bar. Rules have been made 
by your Council, and every chartered accountant, so far as 
I know, rigidly ‘adheres to the ethical rules of his profes- 
sion.’ 

Mr Robson responded to the toast and in the course 
of his speech said: 

‘Birmingham is full of energy, activity and ideas. Its 
expansion and its p erity have in the main been built 
upon the enterprise, ae ere and ability of individuals. 
What is true of your city's past development is true also in 
large measure of our country as a whole and' of its needs 

ay. It is the initiative of individuals that is required to 
make the future what we are' all determined it shall be. 

"That is no mere facile expression. Initiative and enter- 
prise are urgently required in business affairs. Unless we 
do something to preserve them, those essential concomitants 
of progress, nay, even of existence for Britain as a first-class 
commercial nation, are in real danger of being lost. 


Taxes are too high 
‘This danger is not due only to the wartime regimentation 
and the growth of the queueing habit in every phase of 
our national life, but also to the continuing effect of high 


-taxation on incentives and, consequently, on enterprise. 
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‘We accountants see far too much of that. We see small 
businesses hampered by the inability of the owners, subjec- 
ted as they are to heavy taxes on income while they live 


_ and to heavy capital levies when they die, to build up out of 





| too great a proportion of. 


income adequate resources for the maintenance and 
development of their undertakings. We see large businesses 


| devoting unavoidably far too much time and attention to the 


fiscal consequences of business decisions and the growth of 
an attitude which questions whether a particular venture is 
likely to be worth while if, in the event of success, the 
Inland Revenue authorities take up to 85 per cent (or even 
gi EE ess er cent in the case of sole traders or partnerships) of 

efit, whereas, in the event of failure, the loss of 
ul may fall on the trader himself. 

"The plain answer to the problem is one which the 
Institute's. witnesses gave in evidence to' the Tucker 
Committee, namely, taxes are too high. 

*Having said this, however, we must be practical about it 
and not expect the Chancellor to perform miracles without 
help and without informed public opinion behind him. 

‘Every debit must have a credit. If we reduce the tax 
burden, how do we balance the account? Is the Chancellor 
to budget deliberately for a deficit of magnitude, or is he to 
keep his accounts in balance? 

"И he is to do the latter, he can only do it in two ways: 
first, by an increase in the real national income, which 
means increased output and barder work by us all, increased 
exports and increased self-restraint in consumption at 
home, and/or, secondly, by drastic curtailment of govern- 
mental and public expenditure. 


No easy course 


'I do not presume to tell the Chancellor that he has an 
easy course to pursue nor that I know how he should go. If, 
however, he can pursue policies which will achieve either 
or both of these objectives and thus becomes able to balance 
his budget and reduce our taxes, he may not earn our 
immediate gratitude, but, what is far more important, he 
will have assisted us to secure our future and help ourselves 
in putting this country into its rightful economic place 
in the world, 

'Apart from major achievements such as these, much 
could be done in tidying up our fiscal arrangements. Far 
e man-power of business, the 
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accountancy profession and the Inland Revenue is taken up 
with the complexities of our taxation laws. In many con- 
cerns the excess profits levy is likely to be the worst offender 
in this respect, but profits tax and income-tax, including 
sur-tax, are bad offenders too. 

‘The very existence of three forms of taxation on profits 
is especially open to objection from this standpoint. No 
attempt to identify and tax so-called ‘excess profits! can be 
simple to administer. The levy introduced last year to raise 
8 relatively modest sum is bound to swell the numbers of 
those engaged in tax administration and to divert the 
attention of skilled and experienced officers of the Inland 
Revenue on the one hand and members of our own profes- 
8ion on the other from work of national importance on which 
they would otherwise be engaged. (Hear, hear.) 

*Moreover, as we here know, the concept of excess profits 
results in a whole host of anomalies and inequities. Attempts 
to subject such profits to a special levy tend inevitably to 
hamper efficiency, discourage economic expansion of 
production, bolster up the inefficient and discourage the 
efficient, vigorous and expanding firm. 

"The Institute Council saw these dangers and defects at 
once when the Finance Bill, 1952, was introduced and put 
its views bluntly before the "Chancellor. 

‘Enterprise involves risk-taking, foreign trade perhaps 
greater risks than many kinds of home trade. The first 
Elizabethan era did not become historic by people sitting 
still, but by the untrammelled energies that the seamen 
and traders of that day let loose upon the world. The 
second Elizabethan era is now opening. We all pray that, 
under Providence, we may make Her Majesty’s reign 
greater and even more glorious than that of her illustrious 

predecessor. (Hear, hear.) 

‘Let us hope that Her Majesty’s Government will play 
its part in loosing the shackles which hang upon trade and 
that our citizens will know how to seize the opportunities 
which lie before them, will throw away complacency and 
set about their task with a will to win.’ (Applause.) 


The chairman, Mr H. James Gittoes, proposed the 
toast of ‘Our Guests’, and extended a charming 
welcome to the many who were present. In his reply, 
Mr E. J. Dodd wished the Birmingham and District 
Society continued success in the very wide field of 
their activities. 


IN PARLIAMENT 


Travelling Expenses 


Mr Малу asked the Chancellor of the Exche quer 
the estimated annual loss to the Treasury of altera- 
tions in present income-tax law that would enable the 
wage or salary earner to offset travelling expenses to 
and from work against earned income. 

Mr R. А. BurLER: About £20 million. 


Hansard, Feb. 17th, 1953. Written Answers, Col. 107. 


'Trustee Act 


Mr SHEPHERD asked the Chancellor of the Exchequer 
how far he intends to make сћапрев ап the Trustee 
Act, to enable a higher percentage of investment in 
equity shares. 

Mr Bovp-CanPzNTER: The question whether any 
changes in the Trustee Act are desirable is at present 
under consideration, but I am not yet in a position to 
make a statement. 


Hansard, Feb. 19th, 1953. Oral Answers,- Col. us. 


Holding Companies: Tax Liability 


Mr T. Brown asked the Chancellor of the Exchequer 
if his attention has been drawn to the reorganization 
proposals of certain limited companies to constitute 
themselves holding companies, and form new sub- 
sidiary companies to carry on the business of the 
original companies; how far such reorganizations will 
reduce the amount of income-tax and profits tax 
payable by such companies; and if he will take steps 
to prevent any possible loss of revenue arising from 
these transactions. : 

Mr Воур-САВРЕМТЕВ: Such a reorganization might 
result in either an increase or a decrease in total tax 
liability, according to the facts of the particular case. 
Му right hon. friend has no information to suggest 
that amending legislation is called for. 

Mr Brown: Has the Financial Secretary or his 
Department seen a copy of the memorandum issued 
- by а number of firms in which they specifically men- 
tion that this policy is being pursued to assist as 
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regards taxation? Does the hon. gentleman not 
consider it anti-social that these people should adopt 
this policy while the country is struggling for economic 


recovery and also in view of the excessive profits that | 


have been made over the years? 

Mr BOYD-CARPENTER: I should not like to generalize 
about a particular case without having the facts of the 
case before me. Naturally, we are anxious to preserve 
the Revenue, but there is equally the consideration 
that there must be some limitation upon the degree 
of interference by the State in the management of 
firms. 


Hansard, Feb. roth, 1953. Oral Answers, Col. 1440. 


Bankruptcies 
Mr Lewis asked the President of the Board of. Trade 
to publish in Hansard a table showing the number of 
bankruptcies. in p and Wales in each of the 
yeara from 1945 to 19 
Mr P. пр наме The figures are: | 


Year Bankruptcies 
1945 vs 207 
1946 323 
194 626 
' 1048 1,132 
1949 Un 1,491 
1950 ias Ў 1,823 
1951 - 1,816 | 
1952 2,043 


Hansard, Feb. 18th, 1953. Written Ankeeta, Col. ie 
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Inland Revenue: British Companies Overseas 
(Tax Concessions) · 


Brigadier CLARKE asked the Chancellor of the 
Exchequer now to extend the tax concessions which 
have been made to Harrods, Buenos Aires, to all 
companies who are placed in a similar position; and 
how far such concessions will apply to countries 
other than Argentina. 

Mr Вохр-САВРЕМТЕВ: Similar treatment will, of. 
course, be given to all British companies similarly 
situated. In general the situation is similar in the 
case of companies operating in the Argentine and in 
Brazil! 


Hansard, Feb. 19th, 1953. Written Answers, Col. 147. 


War Widows: Income-tax 


Mr S1MMONS asked the Chancellor of the Exchequer 
if he. will consider extending the income-tax-free 
concession at present enjoyed by war pensioners to 
war widows and oe 

Mr Bovp-CanPENTER: І am afraid my right hon. 
friend could not see his way to adopt this suggestion 
but I would point out that allowances paid to widows 
of members of the Forces in respect of their children 
are exempt from tax. \ 

Hansard, Feb. 19th, 1953. Oral Answers. Col. 1447. 


1See Weekly Note at page 248. 


NOTES AND NOTICES 


Personal 
Mn 5. T. MILNER, F.c.a., of 12 Victoria Avenue, 
Harrogate, announces that as from February 16th, 
1953; he has been joined in partnership by Mr J. D. 
ALTON, A.C.A. The firn name will be MILNER & 
Атток. 

Messrs Dunn, WYLE & Co, Chartered Account- 
ants, of 5 Drapers’ Gardens, Throgmorton Avenue, 
London, EC2, announce that they have admitted 

‘into partnership, Mr WILLIAM ALLAN Davis, C;4., 
and Mr Davip BngLsroRD D'EaTH, A.C.A., both of 
whom have been senior members of their staff for a 
number of years. 'l'he style of the firm will remain 
unchanged.. 

Messrs Fisner, Conway & Co, Chartered Ac- 
countants, of 63a Great Russell Street, London, WC1, 
announce that Mr. С. FENTON, A.C.A., has been 
admitted into partnership, with efféct from January 
1st, 1953. The name of the firm has now been 
change to Fisoer, Conway, Fenton & Co. 


Professional Notes 
Mr John Collinson, A.L.M.T.&, formerly deputy 
borough treasurer of Birkenhead, has been appointed 
borough treasurer of Slough. 
Мг І. К, Johnston, B.COM., C.A., secretary of 
С.А.У. Ltd, since 1947, has been appointed a director 
of the company. 


Mr John Hunter, A.C.A., has been appointed an 


additional director of Suburban sid Provincial 
Stores, a subsidiary of John Lewis & Co. 

Mr E. Н. Marley, M.B.E., T.D., A.$.4.4., general 
manager of Close Brothers Ltd, has been appointed 
a director of the company as from February 12th. 


Obituary 
CHARLES EDWARD CLARIDGE, F.C.A., F.S.A.A. 

It is with regret that we record the tragic death, on 
February 13th, following a road accident when 
driving his car in Bradford, of Mr Charles Edward 
Claridge, F.C.A., Е.5.А.А., senior partner in the firm 
of W. Claridge & Co, Accountants and Auditors, of 
16 Leeds Road, Bradford. 

Mr Claridge, who was 70, was admitted an As- 
sociate of the Institute in 1906 and elected a Fellow 
in 1930; he was elected to membership of the Society 
in 1916. For over forty years he had been associated 
with the firm founded by his father, and for. many 
years had been senior partner. 

He held the office of president of the Leeds, 
Bradford and District Society of Chartered Account- 
ants in 1948, and from 1939 to 1946 was president of 
the Incorporated Accountants’ Bradford and District 
Society. 

A director of a number of companies in the West 
Riding of Yorkshire, he was also a director of the 
Relay Services Association of Great Britain Ltd. 
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The Worshipful Company of Fanmakers 
CHARTERED ACCOUNTANT INSTALLED AS MASTER 


At a ceremony in St Botolph’s Hall, London, on 
February 1gth, Mr George Pykett, M.C., Е.С.А., 


‘senior partner in the firm of George Pykett, Chart- 


ered Accountants, of College Hill Chambers, London, 
was installed Master of the Worshipful Company of 
Fanmakers. : - 
The Company, which was granted its charter by 
Queen Anne in 1709, has.presented fans to many 
eens, and Mr Pykett hopes to present one to 
Queen Elizabeth on the occasion of her Coronation. 


Chartered Accountant Mayors 


Chartered accountants will be the mayors of both 
Birkenhead and Hendon during the time of the 
Coronation. Councillor А. V. Sully, M.C., F.C.A., 
senior partner in the firm of J. & A. W. Sully & Co, 
Chartered Accountants, of London, and the present 
chairman of Hendon’s Education Committee, takes 
office as Mayor of Hendon at the end of May; while 
Alderman У. E. R. Short, F.c.a., a partner in the firm 
of Duncan, Watson'and Short, Chartered Accountants, 
of Liverpool who was Mayor of Birkenhead for a 
period during the last war, is to hold office again this 
year. 
Income-tax Payers' Society 


Sir Edward Keeling, M.C., M.P., has been elected 
Chairman of the Income-Tax Payers' Society in 
succession to the late Lord Broughshane. Sir Edward, 
who is a barrister, has been Member of Parliament 
for Twickenham since 1935. He is also a member of 
Westminster City Council and of the Executive 
Committee of the National Trust. 


New Assistant Registrar of Companies 
The Board of Trade has announced the appointment 
of Mr 5. J. Humble as Assistant Registrar of Com- 
panies and Assistant ваи of Business Names in 
England and Wales. Humble succeeds Mr 
A. J. С. Mann. 


University of London Lectures 


. A course of three lectures on ‘Economic prediction’ 








is to be given at the London School of Economics, ' 


Houghton Street, Aldwych, WC2, at 5 p.m. оп 
March 3rd, sth and 6th. | 

Professor E. А. С. Robinson, C.M.G., ОВЕ. M.A., 
Professor of Economics in the University of Cam- 
bridge and Fellow of Sidney Sussex College, will be 
the lecturer. Admission is free, without ticket. 
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London and District Society of Chartered 
: Accountants 
i LUNCHEON MEETING >` 
The Society is holding a luncheon on Monday, 
March oth, at the Connaught Rooms, Great Queen 
Street, Kingsway, WC2, at 12.30 p.m. for 1 p.m., 
which will be followed by an address by The Hon. 


. Mr Justice Upjohn, СВЕ. 


Members may invite guests, and tickets at 155 od 
each (including gratuities but exclusive of wines etc.) 
are still available. Applications, accompanied by the 
necessary remittance ahould be made to the Hon. 
Secretary of the Society, Leith House, 47 Gresham 
Street, London ЕС2. · 

NORTH LONDON Discussion GROUP ` 
At a meeting of the North London Discussion Group 
held on February rgth, the subject ‘Fraud and the 
discussed. 


‘auditor was introduced and di 


The Group’s next meeting is on March 26th in 
the West End when the principal subject for dis- 
cussion will be ‘Methods of reducing death duties’. 

There are a few vacancies in the Group for 
members of the London and District Society and 
further information may be obtained from the 
Hon. Secretary, Mr J. С. Shepherd, A.C.A., 
8 Frederick’s Place, Old Jewry, ЕС2. 


Ѕостн-Мезт LONDON Discussion GROUP 

The next meeting of the South-west London Dis- 
cussion Group is to be held at The Kingston Hotel, : 
Kingston upon Thames, on Monday, March 2nd, at 
6.30 p.m. for 7 p.m., when there will be a discussion 
on ‘The future of the profession’, briefly introduced 
by Mr A. G. W. Scott, a.c.a. Refreshments will be 
available before the meeting and any member of the 
London and District Society or the Scottish In- 
stitute who may wish to attend will be welcome. 


. The Birmingham Chartered Accountant 

$ Students’ Society 

Members of the Birmingham Chartered Accountant 
Students’ Society met Mr T. B. Robson, M.B.E., 
M.A., F.C.A., the President of the Institute, at a meeting 
held on Thursday afternoon, February 19. Mr 
Robson, who had come to Birmingham to attend the 
annual dinner’ of the senior society, took tea with 
members and afterwards gave an address. 


| Royal Society of Arts 
At a meeting of the Royal Society of Arts to be held 
on Wednesday, March 4th, at 2.30 p.m., a paper on 
‘The assessment of suitability for employment’ will 
be read by Dr C. B. Frisby, PH.D., B.coM., director 
of the National Institute of Industrial Psychology. 






Telephone: Victorla 2002 (3 lines) 
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Our Contemporaries . 
Tse AccouNTING Review. (Menasha, Wisconsin.) Ganu- 
ary.) ‘Smoothing Periodic Income’, by Samuel R. 

Henworth. 

THE ACCOUNTANTS’ JOURNAL. (Wellington.) (December. 

Tar FEDERAL ACCOUNTANT. (Melbourne.) (December.) 
‘Goodbye and Welcome’ – Editorial. 

Tue Cost ACCOUNTANT. (February.) ‘Hospital Costing’, 
by A. A. Maclver, C.A., A.C.W.A., F.H.A. 


Loca, GOVERNMENT FINANCE. (February.) Developments ` 


in Punched Card Accounting’, by Novocastrian. 
‘Tre Law Socrery’s GAZETTE. (February. ). 
SECRETARIES' CHRONICLE. (February.) 
‘Tue AUSTRALIAN ACCOUNTANT. (December.) "Accounting 
` and Logic’, by S. R. Brown, LL.B., F.I.C.A. 
ACCOUNTANTS Journat. (Feb ruary.) 


Other Publications Received 
Dur WIRTSCHAFTSTREUHANDER. (Stuttgart.) (January.) _ 
Tue INTERNAL AUDITOR. (New York.) (December.) 
Tre RoyaL ARMY Pay Corps ЈОЏЕМАТ., (Winter.) 
‘Tre CERTIFIED ВООК-КЕЕРЕВ. (Cape Town.) (January.) 
La GazETTE Fiscale. (Alexandria.) (September-October. 
JOURNAL OF THE ROYAL SOCIETY OF ARTS. (February) 
INFORMATION. (Stockholm.) (January.) ВУ 
Tue BUILDING SOCIETIES’ GAZETTE. (February.) 


C.P.A. Handbook 
The price of the C.P.A. Handbook given in a footnote 
on page 199 of our last issue аз $18, was incorrect. 
The price [ог the entire work – volumes I and П, 
the second of which.is to be published Riot is 
$27. 


Our Weekly Problem . 


'N NO. 59: THE SYMETRICALLY-MINDED KITCHEN Mam 


ML L. U. Sidate was inspecting the kitchens of the 
hospzil. In the stores he came across two triangular 
pyrainids of oranges butone had one more row than 
the other. 

‘These are for wards 3A and 3B ‘said the catering 
officer, fand those for 2А and 2B.’ There wete the 
same number of patients in each ward and when 
Mr Sidate returned he found that some symetrically- 
minded kitchen maid had built up two new pyramids 
with the remainder,.but one now liad two moré 
Xows than the other. ' 
| How many patients were there in the four wards? l 

mis answer will be published next week. 


: ANSWER TO No. 58: CHRONIC ал 
14 nurses‘in · r$ weeks break’ 14 thermometers 
1 nurse , ІЁ weeks breaks, 1 thermometer 


» 52 Рен = thermometers 
x at 35 = 10425 


' No. of nurses = £1,560. 300, 
1045 
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us TWENTY-FIVE YEARS АСО `; > 
From (fe Accountant оғ MARCH -3RD, .1928 
Extract from the concluding paragraph of a leading 


article entitled ‘Auditors and the Companies Bill, ` 


dealing with share issues. 
. A man who applies for a new issue without 
reading the prospectus is a pigeon asking to be 
lucked, aad a whole volume of Parliamentary 
tatutes will not save his feathers. The case of the 
man who reads but cannot understand, is perhaps 
deserving of more sympathy. Our view is that he 
should not invest without competent advice. If he 
does not wish to seek-that advice there is plenty of 
scope for his investment in the trustee market. 
The amateur investor in industrials should learn 


"that in the competition for capital appreciation he is 


taking chances against professional. operators and | 


that the rules of the game are, in effect, laid down 
in the prospectus; the beginner should either refrain 


from playing or should play under skilled direction. - 


SEVENTY-FIVE YEARS AGO. 
From The Accountant or MARCH 2ND, 1878 
Extract from ‘Notes in Passing.’ 
' Auditing 

. A retail trader in a considerable way of business 
opened a branch establishment, which, for some time, 
was conducted with much apparent success. But 
when about a year had elapsed, the. proprietor began 
to have misgivings as to the profitableness of his 
venture, but an examination into the accounts set 
his mind at rest. From the books it was clear that the 
business was paying admirably; yet the owner 
seemed never to get any richer thereby. At length he 
took the advice of an accountant, who made а 
thorough examination, with the result of -showing 
that the new business prodüced loss instead of gain. 
In point of fact the trader had been calculating’ his 
profits оп ап altogether erroneous basis; and' the 
mere bringing home of this fact to his mind was well 
worth the small fee the accountant charged for. his 
services. This case, we doubt not, is fairly typical of 
many others, and we only wish that all were as 
anxious to ascertain their real position:as the trader 
to whom we have referred as an example. The-truth 


У is, that. many firms avoid an independent audit 


because they are afraid of the result. They -fear that 
the keen eye of the accountant will discover the fin- 
ancial.unsoundness the existence of which they more 
than half suspect; and they let things go from bad to 
worse in the vain hope that enr 

to save them from the ruin that impends... 
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RECOMMENDATIO ON 
RESERVES 


ANY of the misunderstandings of this world arise from 
the differing interpretations put on seemingly straight- 
forward words. An interesting example in accounting 


‘parlance is the confusion which may be caused when the terms 


‘reserves’ and ‘provisions’ are used as synonyms. In its sixth 
recommendation on accounting principles, published in October 
1943, and amended in May 1948, the Council of The Institute 
of Chartered Accountants in England and Wales made clear the 
distinction between the two and since then, in this.country at 
any rate, practice has followed precept. 

In the ninth of its periodic bulletins, just issued, the com- 
mittee on accounting and auditing research of the Canadian 
Institute of Chartered Accountants attempts a similar clarification. 
It points out that the word ‘reserve’ is used in many instances 
which do not conform to the basic concept of the meaning of the 
term which із – when a verb the Act of setting something 
aside’ and — when a noun ~ ‘that whigh has been set aside or held 
back for a future or special use tances of the misuse of the 
word, by these definitions, are when it is applied, firstly, to the 
amount considered to be the measure of doubtful debts or the 
quantum of accumulated depreciation; secondly, to an estimate 
of future sums payable when these cannot be accurately ascer- 
tained or when the liability to pay is in dispute; and thirdly, to 
deposits and other зшћз received for services still to be rendered 
or for assets on lo 

The Committee recommends that the term ‘reserve’ should be 
used only to designate amounts appropriated from net profits 
or other surplus — either at the discretion of management for 
the purpose of mitigating a future decline in inventory values, 
for the creation or augmentation of a reserve for future con- 
tingencies or for future capital expenditure; or pursuant to the 
requirements of а Btatuté, the articles or bye-laws of a company 
or corporation or, where sinking funds are in operation, the 
governing deed of trust. This pronouncement, although inclining 
to the particular rather than to the general, has the same import 
as the corresponding part of the recommendation of the Council 
of t lish Institute which states that 
“THe term “reserve” should be used to denote amounts set aside 
ut-6f profits ahd other surpluses which are not designed to fmeet 

апу. liability, contingency, commitment or diminution in value of 

assets known to exist as at the date of the balance sheet.’ 

In suggesting terminology to replace the word ‘reserve’ in 
instances where it has been demonstrated to be inappropriate, 
the Committee of the Canadian Institute eschews altogether the 







262 


word ‘provision’. It relies rather on words properly 
descriptive of the particular transaction or.adjust- 
ment concerned. Thus, the amount by which 
debtors are reduced in arriving at their estimated 
realizable value is an ‘allowance for doubtful 
accounts’ and the total depreciation on fixed assets 
becomes simply ‘accumulated depreciation’ or 
‘accumulated allowance for depreciation’. Services 
paid for in advance are stated as such and the 
liability for, say, deposits received on packages 
used for dispatching sales is succinctly *container 
deposits refundable’. 

The same bulletin contains a statement on 
accounting for reserves. The Committee points 
out that in the past there has heen a tendency 
to create or increase reserves (using the term in 
the meaning recommended above) by means of 


had the effect of reducing the true net profit for 
the. year. It is MEE Sun even MER 
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existing reserves were thus built up, they should 
not now be debited directly with any item which 
would relieve the profit and loss account of any 
charge that should properly be taken into 
account in determining the year's trading results. 
'The Committee recommends that reserves should, 
therefore, be created or increased only by ap- . 
propriations of net profit or surplus and that all 
withdrawals from. them should be returned to 
the same source. It is also recommended that, as 
reserves are segregations. of earned surplus, they 
should be grouped in the balance sheet with the 
othér items which constitute the shareholders’, 
equity. This is similar to paragraph 4 of Recom- 
mendation VIII – dealing with the form of the 
balance sheet and profit and loss account — of the 


English Institute which states that 
debits to the profit and loss account. This. has | ой 


“A sub-total of share capital and reserves should 
. be given to indicate the members' interest in the. 
- company.’ 


THE ROYAL COMMISSION _ | 
THE ASSOCIATION'S SUPPLEMENTARY MEMORANDUM . 


HE first report of the Royal Conn 


on the Taxation of Profits and Income, to 


which we referred last week, paid tribute 


to the memoranda submitted by professional 
‘bodies. Included in these were three memoranda 
submitted by the Association of Certified and 
Corporate - -Accountants. We reviewed the first 
of them in our issue of June 16th, 1951, and the 
second and third in our issue of April rath, 1952. 


The Association’s witnesses gave oral evidence . 


to the Commission on July 4th, 1952, and a 
report of these proceedings appeared in our 
issue of July rath, They were concerned with 
the Association’s first memorandum: Subsequent 
events have induced the Association to submit 
a further memorandum, supplementary to num- 
bers two and three. The principal event was the 
change in the Commission’s terms of reference 
as a result of which it is permitted to put 
forward recommendations notwithstanding the 
fact that they might cause a substantial loss of 


revenue, and is required to. indicate the order of . 


priority of such recommendations. Then of 


course there was the Finance Act, 1952, which. 


_ besides altering the: picture somewhat, in effect 


adopted.” some part of the Association's sug- 
gestions, in. particular the.introduction of an 
additional reduced rate in order to. stagger the 
rise. in income-tax on increases in modest. in- 
comes. | 

The suggestion ofa personal relief of £100: each | 


for husband and wife was in a sense overtaken by 


the increase in the higher personal relief to £210. 


 Nevertheless,. the Association ‘still suggests a 


flat rate of personal relief for every. person, any 
unexhausted -relief due to one spouse to be 


available to the other. 


In its memorandum number two the Associa- 
tion &uggested that the income of husband and 
wife should be aggregated for sur-tax only, that 
they should be separately assessed for income- 
tax unless they, elected to make a joint return, 
that the unexhausted reliefs of the one be given 
to the other, but that the wife should not have 
reduced rate relief in respect of unearned income. 
'This scheme was a compromise, designed to 
avoid a heavy loss of tax. In view of the amended 
terms of reference, the. Association now .recom- 
mends that aggregation ‘be dropped for sur-tax 


_ also, and that for income-tax the two’ spouses. ‘be 
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treated as separate individuals, each being solely 
accountable for his or her own tax. On the other 
hand, they would be required to make a common 
return, signed by each of them, with a right to 
opt for separate returns. Unexhausted reliefs of 
one, would Бе. available to the other, with the 
exception of the wife’s reduced rate relief. 
Alternatively, the spouses could: apportion their 
joint reliefs by mutual agreement, again with the 
exception of wife’s reduced rate relief. 

-The Association’s original реони, on 
Schedule A. pointed out the anomalous and 
cumbersome nature of the existing system. It 
touched upon one thorny problem about which 
the Inland Revenue could hardly be more reticent. 
‘When the premium on a lease із taken into 
account in arriving at ап assessment "under 
Schedule A, it is the tenant who bears the tax 
in respect of the premium. When, and if, the 
premium on a lease is reflected in an excess rent 
assessment, it is the owner who bears the tax. 
This is a result which was probably not foreseen 
by the draftsman of Section 15 of. the Finance 
Act, 1940, and there is some. ground for believing 
that, at any rate in the past, premiums were not 
included i in excess rent ссора на It would be 
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helpful if the Inland Revenue would reveal their 
views on this, as practice seems to vary with 
individual inspectors. 

Originally, the Association pressed for an 
early Schedule A revaluation as the obvious 
remedy to many of the anomalies. In our leading 
article of April 12th, 1952, commenting on this, 
we said that the complete abolition of Schedule A 
might be a better solution. It is interesting there- 
fore to see that in its latest memorandum the 
Association now recommends such an abolition, 
the gap being filled by Schedule D. It does, 
howevet, envisage the retention of Schedule A for 
owner-occupied residential properties, the assess- 
ment on them being based as a matter of course on 
the rateable value. We ourselves, however, would 
prefer the abolition to be complete. As we have 
pointed out before, there is no basis іп Іоріс in 
treating the value of a man's residence as his 
income, any more than in treating his enjoyment 
of amenity land as income. 

As to priorities, the Association gives first 
place to its original recommendation that the 
capital element.in annuities should be exempted 
from tax. It chooses this recommendation because 
of the manifest inequity of the m nia 


THE FINANCE ACT, 19522 XXXV 
EXCESS PROFITS LEVY (CONTINUED) 


Section 47 (2). and Eleventh Schedule 
| paragraph 1 (2): Transfer of Part Business . 
before January 2nd, 1953 

! HE transfer by one company to another of 

o `. only part of its business (not being sub- 

stantially the whole), which would other- 

wise fall within Section 47 (1), falls within 

Section 47 (2). Yf both companies are under com- 

| mon control (as previously explained) paragraph 

| 1 (2) of the Eleventh Schedule applies automatic- 

| ally; if not, it applies only if both companies elect, 
within the time limit laid down. 

Paragraph 1 (2) in effect is the. same as para- 

graph x (1) except that: Juf 





(а) the transferee’s. figures of "s losses, 
undistributed profits, share capital and 
. borrowed money for its whole business are 
all apportioned by the Inland Revenue in 

` respect of the part transferred;.and ` 


(5) по ‘separate adjustment i is made in respect 
of assets and liabilities retained. by the 
' — transferor. ^ 7 
` It will be seen that (b) follows ical from 
(a). Provisions for appealing against an apportion- 
ment are contained in paragraph 5 and will be 
discussed later, | 
Paragraph 2 (1): Transfer after- January Ist, 
| . 1952: Effect on Transferee 
Where 2.company takes over, after January 1st, 
1952, the whole of another company's business 
as a going “concern, in such circumstances that 
the Eleventh Schedule applies (see The Accountant, 
February 21st, 1953, at page 202) the transferee 
adds the transferor's standard to its own for all 
chargeable periods beginning on or after the date 
of transfer (paragraph 2 (1) (a)). That added stan- 
dard is computed as for a chargeable accounting 


period of twelve months beginning on the date of . 
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the transfer. At the same time, the transferee’s 
- total standard suffers a deduction of the same 
nature as that provided under paragraph x (1).(e) 
described last week. Тће deduction is that which 
results from assuming that the amount paid for 
the transfer, plus the value of the assets retained 
by the transferor, is a repayment of share capital 
by the transferee immediately after the transfer 
(paragraph 2 (1) (5)) and that retained liabilities 
are an issue of share capital by the transferee 
(paragraph 2 (3)). These assumptions, of course, 
affect the normal adjustment under Section 38 (2), 
as to which see The Accountant, December 6th, 
1952, page 667. . 

Where the transfer was of only part of the 
transferor's business, the Inland Revenue appor- 
. tion the transferor's standard accordingly, which, 
: of course, renders unnecessary any adjustment 

in respect of assets or liabilities retained (para- 
graph 2 (1) proviso) 


Eleventh Schedule, Paragraph 2 (2): Transfer 
during Transferee’s Chargeable Accounting 
| Period 

Paragraph 2 (1) deals with the transferee's charge- 
able periods beginning on or after the date of 
transfer. Тће transfer may, however, take place 
during the course of a chargeable period of the 
transferee, in which case it would be unduly 
generous to add the full standard of the transferor 
in relation to that particular period. Accordingly 
paragraph 2 (2) provides for the notional com- 
putation of the transferor's standard in relation 
to the broken period following the transfer and 
it is this reduced amount which is added to the 
transferee's own standard for the whole charge- 
able period. Again there is an adjustment for the 
purchase consideration paid. If only part of the 
business is transferred, the Inland Revenue 
apportion the full standard, before the appor- 
tionment to the broken period is made. 


Paragraph 2 (4) (5) (6): Assumptions 
applied in Computing Notional Standard 
Paragraph 2 (1) (2) involves the computation of 
the transferor's standard in respect of a business 
which it no longer owns, and which it may have 
disposed of some years ago — assuming that excess 
profits levy is with us so long. Such a computation 
must in any case be highly artificial, but para- 
graph 2 (4) removes some of the more obvious 

_ absurdities. 
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Issues and repayments of capital and borrowing 
by the transferor after the transfer obviously can 
have no relevance to the transferee. Accordingly 
paragraph 2 (4) (а) excludes these matters from 
the computation. Nothing is said about un- 
distributed profit, but this also must clearly be 
excluded. 

If the transferee has elected to disregard initial 
allowances in computing profit (see The Account- 
ant, January 1oth, 1953, page 30), then the ‘like 
with like’ principle is applied by assuming that 
the transferor did likewise, and his standard profit 
is computed, for paragraph 2 purposes, accord- 
ingly (paragraph 2 (4) (6)). The converse applies 
where the transferee has made no such election. 
The same principles are applied to elections by 
mining companies to disregard the special annual 
allowances which were introduced in 1949 and 
1952 (see The Accountant, January roth, 1953, 
page 31). 

Whether or not the transferor is director- 
controlled is clearly immaterial to the transferee, 
and accordingly it is the transferee’s status which 
governs the computation in this respect (para- 
graph 2 (4) (с)). 

Paragraph 2 (4) (d) is a reminder that the trans- 
feror’s standard will be the highest of several 
different alternatives (see The Accountant, Nov- 
ember 29th and December 6th, 1952) and that 
presumably the alternative chosen will not neces- 


sarily be the same as that chosen for the transferee. 


itself. Paragraph 2 (4) (d) excludes the adoption 


` of the minimum standard in respect of the trans- 


ferred business. Otherwise this minimum stan- 
dard would be added to another standard. As a 
corollary to this, whenever the transferee itself 
elects to take the minimum standard, paragraph 2 
is excluded for that chargeable accounting period 


and accordingly there is no addition in respect | 


of the transferor’s standard (paragraph 2 (6)). 
. Section 55, which will be discussed later, per- 
mits increased percentages in arriving at standard 


. profits where the company produces certain 


minerals. Paragraph 2 (5) in effect empowers the 
Inland Revenue to modify the application of 
Section 55 in relation to the computation of the 
transferor’s standard for paragraph 2 purposes. 


Paragraph 3: Transfers after January 1st, 
1952: Effect on Transferor’s Standard 


Where, as explained above, the transferee under 





| 





March 7th, 1953 


a transfer made after January Ist, 1952, takes the 
transferor’s standard, the transferor loses that 
standard and in place of it is allowed to treat as an 
issue of capital (made immediately after the 
transfer) the value both of its retained assets and 
of the consideration received from the transferee 
(paragraph 3 (1)). As before, retained liabilities 
are to be treated as capital repaid (paragraph 3 (3)). 
Twelve per cent (or 14 per cent for a director- 
controlled company) of this sum thus becomes an 
element in arriving at the transferor’s own stan- 
dard after the transfer, assuming that it carries on 
а. business after the transfer. As to this, see last 
week’s article at page 236. 

The transfer of only part of the transferor’s 
business, not being substantially the whole, 
involves an apportionment of its standard by the 
Inland Revenue so that adjustments for retained 
assets and liabilities become unnecessary (para- 
graph 3 (1) (proviso)). 

The above provisions deal with chargeable 
accounting periods of the transferor beginning on 
or after the date of transfer. Paragraph 3 (2), 
which corresponds to paragraph 2 (2), deals with 
the complication in relation to a chargeable 
accounting period of the transferor during which 
the transfer occurs. . 

Obviously it should not lose its old standard 
for the whole of that period. Accordingly, para- 
graph 3 (2) (4) directs that the transferor's stan- 
dard be decreased by what would have been its 
standard for the period from the date of transfer, 
on the assumption that that broken period was 
itself a chargeable accounting period. 'T'he adjust- 
ments in respect of consideration received, of 
retained assets and liabilities, and of transfer of 
part of a business, are as before. 


Paragraph 3 (4): Computation of 
Transferor’s Old Standard 
The transferor’s old standard profit which under 
paragraph 3 (1) (b) and 3 (2) (b) is to be deducted 
from the transferor's adjusted standard for sub- 
sequent periods, is the old standard profit calcu- 
lated as for a chargeable period beginning on the 
date of transfer. Such a standard would normally. 
be affected by any actual issues or repayments of 
capital taking place in the period, and by bor- 
rowed money of the transferor in the period. 
Paragraph 3 (4) prohibits such adjustments for 
the purpose of arriving at the old standard to be 
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deducted, although, of course, those adjustments 
will be made in arriving at the total standard of 
the transferor from which the old standard is to 
be deducted. Without paragraph 3 (4), the 
effect of paragraph 3 (1) (b) and 3 (2) (b) would 
be to exclude any adjustment at all in respect of 
issues and repayments of capital taking place in 
the chargeable period immediately following the 
transfer, and in respect of borrowed money in 
that period. 


Paragraph 3 (4) (6): Minimum Standard 
Paragraph 3 (6) excludes the application of 
paragraph 3 for any chargeable period for which 


the transferor claims the minimum standard. 


Obviously no deduction should be made from 
the minimum. It may be that the transferor 
claims the minimum standard for the chargeable 
period immediately following the transfer but 
not for subsequent chargeable periods, which 
latter accordingly are governed by paragraph 3. 
In that case, paragraph 3 (4) requires it to be 
assumed that the transferor did mot claim the 

minimum standard for the first period. 
Paragraph 3 (4) does not, however, reveal which 
of the alternative standards is to replace the 
minimum standard actually. claimed. For the 
purpose of the addition to a transferee’s standard 
under paragraph 2 (4) dealt with above, it is 
clearly in the transferee's interest to choose the 
highest alternative standard. 'The draftsman 
appears to have assumed that under paragraph 3 
(4) the highest alternative standard should also 
be chosen. However, since it is to constitute a 
deduction from the transferee's adjusted standard, 
it is clearly in the transferee's interest to choose 
the lowest alternative for the purpose of paragraph 
3 (1) (b) and there does not appear to be any 
specific prohibition of such a course. Indeed it 
may pay the transferor in any case to choose the 
lowest possible standard for the period imme- 
diately following the transfer, regardless of any 
question of minimum standard, since such a 
course would apparently automatically increase 
the transferor's adjusted standard for all subse- 
quent chargeable accounting periods in respect 
of which he did not claim a minimum standard. 
Paragraph 3 (5) contains a provision similar to 
that in paragraph 2 (5) dealing with relief under 
Section 55. | | 
i (То be continued.)  : 
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` THE RENT ACTS 
DECENII PRACTICAL DEVELOPMENTS 
or er D 07 ут.) БОРНАМ ` 


ment have brought to light practical 


RES Доре in estate manage-. 


methods of avoiding the application of 
the Rent Acts. There are three’ aspects of the 
matter in particular to which attention might 
usefully be drawn. There is the case, firstly, of 
shop: premises with dwelling-house .accom- 


modation aboye;. secondly, of „premiums; and. 


thirdly, of service occupation, that is occupation 
by. members of an:employer’s staff. 


| Shop- cum dwelling Premises. 
If the rateable value of the premises is within 
the limits set by the Rent Acts, that is if it is 


within £1oo in London, or £75 elsewhere, the 
fact that part of the premises is used for trade 


or business purposes: will not prevent the appli- 
cation of the Rent Acts thereto. If, therefore, 
the premises were let under a single lease or 


tenancy agteement, the letting would be com- 


pletely controlled. 


But on the other hand it is possible to split, 
the lettings, and to-let the shop or business 


portion of the premises and the upper.part, used 


as a dwelling, under separate leases or agreements. 


In such a case, although the upper part will be 
controlled, the lower part, being let exclusively, 
for trade or business purposes, will be completely 
outside the operation of the Acts. It. will Ђе за 


order accordingly for the lessor to charge: what- 


ever rent he likes for the shop portion, nor -wilt 
the tenant of that portion be entitled to any 
relief against recovery of possession. of the, 


premises when-the term granted to him runs.out.. 


On the other hand, the part let as a dwelling 
will still be protected, and the rent chargeable 
will be determinable by apportionment of “the 
standard rent of the whole of the premises, to 
which ‘apportioned rent additions may ђе made 
in respect of any permissible increases such as 
increases of rates, increases in respect ofi improve- 
ments, and the like. 

Nor is there anything to preclude the lessor 
from letting the property: in this way under 
separate lettings to one and the same person. ' 


Surrender and Grant of New Leases” 
to Sitting Tenants 


To carry the matter a step further. There may be 
cases in which a tenant is оре premises 


consisting of a thon’ and. living. accommodation 
above, under a single lease; and it may be desired 
by the lessor to adopt’ the above method of 
granting separate’ leases of the different portions 
of the premises. ‘There is nothing to ‘preclude 
the grant to the sitting tenant of separate leases 
of the separate parts of the premises upon. the 
expiry of the current single lease of the whole of 
the premises, notwithstanding that the effect 


. of such. an operation will be to deprive him 
partially of his rights as а controlled tenant in. 


respect of part of the property, i.e. the shop or, 
business portion. 

And, indeed, one may go further. If the sitting 
tenant is prepared to do so, there is nothing to 
prevent a surrender by him of the existing single 
lease of the premises, thus prematurely deter- 
mining that lease, and the grant to him of а | 
new and separate lease of the separate portions of | 
the premises, an arrangement under which 
the lessor would be entirely unrestricted in the 
amount of the rent to be charged for the shop or 
business portion. 

· Еог the Courts have held that a controlled 
tenancy, even though it may be .a statutory 
tenancy, may be converted contractually into an 
uricontrolled tenancy. See Foster v. Robinson 
([1950] 2 All E.R. 342) and the dicta of Lord 
Asquith in Rogers v. Hyde ([1951] 2 All E.R., 
at E 81). - 


Premiums 


Another matter of practical interest relates to 
premiums. As the result of the alterations made 
by the Landlord and Tenant (Rent Control) Act 
of 1949, the charging of a premium was made 
unlawful, irrespectively of the length of the 
term to be granted, and it was likewise made 
unlawful, even on an assignment. 

But these restrictions only apply to tenancies 
within the Rent Acts, and a tenancy at a rent of 
less than 2/3rds of the rateable value of the 
premises still falls outside the Acts. It is permissible 
therefore to charge a premium on an original 
letting provided that the rent reserved is less than 
2/3rds of the rateable value of the premises. 
And assignments at a premium can still, for all 
practical purposes, be effected by a subletting at a 
rent of less than 2/3rds of the rateable value plus 
a premium. The lessor or sublessor,'as the case 
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might be, is entirely unrestricted as to the amount 
of the premium. 


Occupation by Employees | 
It appears to be quite а common practice at 
present for companies and other employers to 


provide housing accommodation for their em- . 


ployees in properties belonging to them. In such 
cases the trouble usually arises upon the termin- 
ation of the employment; for the employee, 
being unable to find alternative accommodation, 
refuses; to give up possession. Usually the 
premises will be controlled by the Rent Acts and 
if a tenancy has been created between the 
employer and the employee, the latter will 
become a protected tenant, and the employer 
accordingly may find it difficult to recover 
possession. 


.But certain steps may be taken to avoid. 


difficulties of this sort. The usual method is to 
create merely a licence and not a tenancy, or, 
on the other hand, if a tenancy is created, to 
ensure that the rent chargeable to the employee 
is less than 2/3rds of the rateable value of the 
premises so as to prevent the Rent Acts from 
operating. . 


Service Occupation and Service Tenancy 
Recently, in the case of Torbett v. Faulkner 
(unreported), the Court of Appeal had occasion 
to draw once again the distinction between .a 
service occupation and a service.tenancy, and the 
Court indicated furthermore that there might be 
a third -category ` of occupation by a servant, 
viz. occupation asa licensee.: 

It is a difficult matter sometimes to determine 
the exact nature ofthe occupation. The distinction 
that has been drawn in the past, and it is. still 
applicable at the present day, is that between, 
on the one hand, the case where the employee is 
required for the. better performance of his duties 
to occupy premises, and on the other hand the 
case where the employee is permitted to occupy 
them for his own convenience. In the former 
case, the occupation is not as tenant, and the 
employee is not protected accordingly by the 
Rent Acts, and is obliged to give up possession 
upon. reasonable notice by the employer. 

But in the latter case it was generally con- 
sidered that a tenancy. was created with the result 
that the employee, being let into occupation, 
became a protected tenant. 


Permission to Occupy as Tenant or as Licensee 
But the Court of Appeal has now considered that 
the latter case itself is capable of subdivision; 
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and that an employee, permitted to occupy, may 
occupy either as a tenant or as a mere licensee. 
It may be indeed difficult to draw the line 
between the case where the occupation creates a 
tenancy and the case where it creates a licence, 
but the point to observe is that it has now been 
held that there is such a distinction. 

The test appears to be this: if the employee is 
permitted to occupy merély as a personal privilege 
then he will be a licensee, notwithstanding that 
payment is made by him for his occupation in 
the shape of ‘rent’; but on the other hand, if the 
true effect of the arrangement is to confer on 
the employee an interest in the. premises, the 
occupation will be that of a tenant, with the bene- 
fits conferred by the Rent Acts if the premises 
happen to be controlled. 

Thus in Torbett v. Faulkner, the plaintiff 

formed a company and the defendant agreed to 
work for the company if a house was found for 
hirn. ‘The plaintiff purchased the house and it was 
occupied .by. the defendant. Under the terms of 
the agreement. with the company the defendant 
was to-receive-{12 per week as salary, less 
£1 .10$ od for- bis occupation of the house. The 
company later went. into liquidation, but a short 
time- previously. thereto the defendant left the 
company’s employment. ‘The Court. of. Appeal 
held that as the house did not belong to 
the company, . so that the company could not 
carye: any. interest out-of it, the defendant; 
vis-d-vis the plaintiff, was in the position of a 
licensee and not a tenant and that. accordingly 
ће: was not entitled to retain possession of the 
premises... 
- Reference -арајп.-тау be made to the recent 
decision in Murray Bull & Co v. Murray 
([1952]: 2 All E.R. 1079). There а. managing 
director -of a company, who was a contractual 
tenant of controlled premises, was allowed to 
continue in occupation of the premises after his 
resignation, at-a rent, but on conditions. which 
were not to establish him as a controlled 
tenant. ' 

The Court held that the label dat the UR 
used was not conclusive and that it was necessary 
to determine what in fact was the intention of 
the parties. On the facts, the Court came to the 
conclusion that notwithstanding. the description 
of the managing director as a ‘quarterly tenant’ 
and of the payment of. ‘rent’, the parties Һай 
intended that only a licence and not a tenancy 
should be granted, with the result accordingly 
that the protection of the Rent Acts. could not be 
claimed, in respect of the occupation. . 
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INVESTIGATIONS — VI 


COST INVESTIGATIONS 
by ANGUS MACBEATH, C.A., A.C.W.A. 


This is the conclading article in this series in which have been considered various 

types of examination which an investigating accountant may be invited to carry 

through. Previous articles have dealt with the valuations and reorganization of 

businesses; examination for fraud; and back-duty cases in income-tax. This final 

article is concerned with the problems and procedure where the accountant is 
asked to examine and report on costs. 


OSTING ‘has grown rapidly in the 

twentieth century, being given major 

impulses by the two world wars, which 
have found governments, as the sole purchasers of 
vast quantities of materials, requiring assurances 
that the prices charged for the goods supplied 
were not excessive. 


Views on Costs 


There are various views on cost accounting: that 
it is merely the development of a branch of 
financial accounting and largely the application 
of common sense; that it is a new science requiring 
its own application and its own techniques; that 
it supplants financial accounting to a large degree; 
and that, if the costing system is looked after, the 
financial accounting can be left to take care of 
itself. 

Whatever the individual view may be, there is 
no doubt that costing has become a very important 
item in the accounting world and the accountant 
who essays an investigation into costs requires a 
different approach and a different outlook from 
the accountant called upon to undertake an 
investigation into purely financial accounting 
matters. 

A cost investigation may be undertaken for a 
variety of reasons. It may be required to satisfy 
а government department that prices charged to 
them are fair and reasonable; to satisfy an associa- 
tion that the costs submitted by its members are 
· properly and uniformly prepared; to confirm costs 
submitted to establish selling prices; to satisfy a 
company that its costing system is operating 
properly and producing fair figures. 


'The Instructions 


The procedure at the beginning will be the same 
as in all other investigations – to study. the 
instructions. These should lay down the general 
lines upon which the accountant will proceed: 
he may be asked to investigate a whole firm - be 
given carte blanche as it were, in such terms as: 


‘Examine the costing system and on the basis of 


your expert knowledge give us a report on how the 

system 1s operating and if it is suitable for our use', 
or the investigation may be of a part only - a 
department of a business or of a few firms to 
provide a picture to apply to a whole industry. 

Where the investigation is carried through to 
confirm that costs have been compiled upon a 
basis laid down, the investigator will be provided 
with copies of all the forms and instructions which 
have been issued to the firms whose costs are to 
be examined. 

Having familiarized himself with his instruc- 
tions he must next be satisfied that he has a good 
working knowledge of the industry. One could 
hardly expect an accountant whose whole profes- 
sional life had been spent in work connected with 
banks, discount houses and insurance companies, 
to be able to walk into an iron and steel works 
and produce a satisfactory report on the costs of 
production of 25-pounder shells from the ore to 
the final machining. 


Difference between Financial and Costs 

An investigation difference thus arises here in 
that any financial accountant can generally. adapt 
his knowledge to the system in use in any particu- 
lar business and be able to report without undue 
difficulty on the financial aspects of the company's 
business. But this is a procedure which is wellnigh 
impossible in a cost investigation. Àn investigator 
who seeks to carry through cost work in an 
industry of. which he knows little can be greatly 
led astray by his lack of knowledge, and a 
paramount need in such circumstances would, 
therefore, appear to be a good knowledge of the 
physical conduct of the industry. 

The mental approach to costing is much 
different from that in financial accounting. In 
the latter we are apt to say, 'Is it material? In 
other words we are able to ignore small items and | 
to concentrate only on the large; we are able to 
keep and to maintain a broad outlook and to avoid 
matters which may seem to be petty. In cost 
accounting, on the other band, the small item may 
be of importance much exceeding its apparent 
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size; a cost is frequently worked out to five 
places of decimals and the fifth place has a 
value. 

We may be ascertaining the cost of a yard of 
cloth of which millions of yards have been 


‘produced, or of a foot of glass, a dozen nails, a 
.gallon of milk, and so on. А small error in the 


allocation of an overhead expense may lose an 
order for one factory and gain it for another. The 
investigator must therefore be consciously meticu- 
lous, not overlooking any points, however small, 
and prepared to consider, and cogitate each one 
and trace it to its logical conclusion. Here he 
differs in approach to the auditor who is able to 
check by test the accuracy of the books placed 


‘before him. A cost investigation is a deeper, 
slower, more painstaking procedure than an audit. 


Cost Investigation Procedure 


‚ Let us now follow the invéstigator on his work. 


Whatever the nature of the cost investigation 


which he is called upon to undertake, his pro- 
' cedure will usually fall along similar lines. 


First, having made sure that he has received 


clear and unambiguous instructions and having. 


satisfied himself — perhaps by reading or re-read- 
ing some text-book оп the subject – that he is 
fully acquainted with the process of manufacture 
carried on by the industry, he proceeds to the 
works or factory concerned. He will be taken 
round the premises by someone who can explain 
the technicalities of the processes so far as that 
may be necessary to make clear how each part 
fits in to the whole production. 


. Notes on Tour of Works 

The investigator, on going round the works, 
will carefully note the procedure and will possibly 
draw up a chart in rough as he goes along, marking 
particularly any points which may have signifi- 
cance in considering the costs: for example, the 
methods of disposing of waste from the processes, 
the handling of materials, the treatment of by- 
products, heating and lighting, internal transport, 
stocking facilities, water supply. 

With the picture of the processes fresh in his 
mind he then applies himself to the records. 
Here we have another altered viewpoint. In 
costing there will be a flow of data from the 
works office to the cost office daily, weekly and 
monthly. Тће works office will not be concerned 
primarily with financial data but mainly with 
production in tons, feet, gallons, or as may be. 
The cost office is concerned with both financial 
data and production data and must marry the two 
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es. How, then, should the investigator pro- 
ceed – should he trace data from the works office 
to. the cost office and there see the methods of 
application used, or should he о 2 some other 
procedure? 

Breakdown and Allocation 

It will often be found most advantageous to start 
from the annual financial accounts. Here is 
grouped all the expenditure which has been 
incurred in a particular year, and the expendi- 
ture allocated in the cost records should be in 
agreement with the total of the financial expendi- 
ture, subject to elimination of those items which 
have not been included in the costs because they 
are regarded as non-cost items. These non-cost 
items will include matters relating to the financing 
of the business as distinct from the actual produc- 
tion processes. 

The investigator adopting this procedure works 
backwards by breaking down the expenditure 
shown by the financial accounts to the eventual 
cost items which he has been asked to examine. 
He will reconcile, or have reconciled, the total 
expenditure shown by the financial records with 
the total expenditure shown by the cost records. 
Then he will see the breakdown of the expendi- 
ture in the cost records themselves. He will take 
each item in the financial accounts and trace that 
item through the cost records. 

The cost investigator is mainly concerned with 
the question, ‘How have you allocated this item?’ 
If the allocation of an item of expenditure has 
been incorrect, then the costs will be incorrect. 
He therefore follows through to the final unit of 
cost the methods of breakdown in the costs 
which have been applied. He will then consider 
the returns of production and other data received 
into the cost office from the works, and the build- 
up to the cost sheets which are prepared by the 
business. 

Consideration of Bases 

At this stage the investigator has seen the 
processes used in operation, examined the financial 
records, had a reconciliation of costs expenditure 
and financial expenditure, followed the breakdown 
of the costs expenditure through the cost records, 
and examined the compilation of production дата. 
He is now able to sit back with all these data and 
to cogitate on the position. He applies his expert 
knowledge of costing and his knowledge of the 
methods of production of the business under 
examination. 

Are the cost allocations soundly based?-Have 
the by-products attracted their fair allocation of 
expense? Is the credit to one process for its waste 


270 


heat used by another process an adequate sum? | 


Have the overhead expenses been fairly allocated? 
These are problems which the investigator must 
resolve and the last problem is one which will 
always: be a searching test of the investigator 
himself — here his opinion is weighed alongside 
those of the cost accountants on the spot. His 
judgment is tried against the cost, accountants' 
continuing practical experience of the particular 
business. He must weigh carefully the arguments 
placed before him for the methods of allocation 
which have been adopted. 

. But it is not unusual for investigating account- 
ants with practical experience of other similar 
industries to point out to cost accountants flaws 
in their arguments which can alter the final cost 
of finished products through the reallocation of 


overhead expenses. 


. Extent of Investigation 
We have not yet considered the extent of the 
investigation which may be made. Generally 
speaking, the investigator will not be concerned 
with the mere arithmetical accuracy of costs; his 
work will be the more fundamental one of ascer- 
taining that the bases on which the costs have 
been compiled are sound. He may be assisted by 
a calculating machine operator to check calcula- 
tions of costs so that the. whole system, may be 


checked right through, but this procedure will. 


not always be required. 

` Where the investigation is one in which the 
costs submitted for similar production in different 
works are under examination, the investigator 
will be able to. make comparisons of the various 
sections of the costs at each works, being guided 
to special inquiry into circumstances causing the 
costs at one works to be much greatér or much 
less than those at others. 

It may be also that the total cost finally brought 
out for the cost unit is at variance with the cost 
to be expected in the industry, and here again 
reasons for the special result will require to be 
obtained. 

Variations in costs between works can arise for 
many reasons, such as longer baulage, different 
types of materials and methods of using them, 
local conditions, quality of work=people, layout of 


works. 
The Report 


The investigator will now have obtained sufficient 

data to enable him to prepare his report. He will 

plan it in skeleton form first and may use the 

ge: headings: TM 
8) Instructions and visit to works. - 
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o Type of production and any special features. 

(iii) Method of costing used. 

(iv) Review of costing system. 

M Review of detailed coats. 

(vi) Conclusions and suggestions for improvement. 
Appendix: Cost schedules. 

Naturally enough, the headings and set-out 
used will depend upon the type of cost investiga- 
tion and the principal to whom the report is 
being submitted. 

Under each general heading would be collated 
all aspects considered of interest to the principal. 
Thus, following the headings listed above, after 
referring to the instructions and how. they had 
been carried out by visiting the works and examin- 
ing the system in use, the report would proceed 
to detail the processes used and any points which 
seemed particularly to affect the costs, state the 
method of costing used and the general pro- 
cedure, review the costing system in detail, state 
how the details are collated, and set forth the 
final cost obtained. 

'The next section would be the longest as it 
would consist of a detailed survey of the composi- 
tion of the unit cost which would be set out in an 
appendix. Each item in the cost would be 
explained with the method by which the quantity 
and value had been determined. Thus, for 
example, where a process credit for waste heat 
appeared in the costs, the formula for conversion 
of the quantity of heat to the equivalent weight of 
fuel, and the determination of value, would be 
given in the report. 

In the final section the investigator would state 
whether or not he was satisfied with the costing 
methods used and, if not, where he considered 
the faults lay, giving his suggestions for the 
elimination of the faults and for the а 
of the methods used. 


Conclusion 

From the foregoing examination of investigations, 
first in general terms, and then of the aspects 
arising in five types: valuations, reorganization, 
fraud, back-duty and cost investigations, it may 
be seen that this is a field of accounting work 
where опе тау find the specialist, or the general 
practitioner away from his usual run. It is 
interesting and absorbing, bringing out and 
enabling. the accountant to display all his ability 
and knowledge of accounting processes and 
technique. 

The well conducted investigation’ capped by a 
careful, logical, non-technical, succinct report 
250 shows the accountant at his best. 

(Concluded.) 
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BUSINESS ORGANIZATION . 
AND ACCOUNTING STRUCTURE 


by LAWRENCE W. ROBSON, F.C.A., F.C.W.A 


or management accounting contained in the 

report of a team of accountants who went to 
America under the auspices of the Anglo-American 
Council on Productivity. They said: 


“Management accountancy is the presentation of 
accounting information in such a way as to assist 
management in the creation of 
policy, and in the day-to-day 
operation of an undertaking. 
'The technique of accountancy 
is of extreme importance, be- 
cause it works in the most nearly 
universal medium available for 
the expression of facts, so that 
facts of great diversity can be 
represented in the same picture. 
It is not the production of these 
pictures that is a function of 
management, but the use of 
them.’ 


|| WOULD like to begin by giving the definition 


I would like to refer also to the 
remarks on the work of the ac- 
countant made by Mr W. W. Fea, 
B.A., A.C.A., in an address which 
appeared in The Accountant on 
August 27th, 1949, in which he 
said this: 

‘Accounting is both a science 
and an art. To use accepted 
definitions, the science consists 
in “recording, classifying and 
summarizing in a significant 
manner, transactions, opera- 
tions and events, in terms of 
quantity, time and money"; the art consists in 
“interpreting the results thereof’’.’ 


Historical Background 


I want first of all to give you some kind of background 
to the development which is taking place in account- 
ancy techniques and which is going to be of enormous 
importance in the future, both to the practising 
accountant and to the man who accepts an industrial 
appointment. It is amazing, for instance, to note that 
the term ‘flexible budgeting’ cannot be found in 
accountancy literature prior to 1930, which is not 
very long ago, and costing systems employed in 
British industry before the First World War were of a 
very simple character, where they existed at all. The 
accountant's work consisted mostly in the perform- 
ance of the recording and classifying functions, and 
we had boards of directors waiting with bated breath 
An address delivered to the London and District Society 
of Chartered Accountants on November 25th, 1952, and to 
the Northern Society of Chartered Accountants on January 
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jobs placed on the factory floor and work out a 
reasonable apportionment of overhead expenditure, 
so that they could discover what the separate products 
were costing. 


for the results of their year's trading, when they took 
their annual stock and produced their profit and loss 
account and balance sheet. 

However, pressure was brought to bear on industry 
by the various supply departments during the First 
World War, when they insisted on the ascertainment 
of product costs for the various types of war supplies. 
Many firms were then found to 
have singularly inadequate ac- 
countancy systems for providing 
this information, and had to set 
about preparing product costs by 
using the accepted techniques of 
those days. 

After the war, management 
continued to insist on the pre- 
paration of that type of informa- 
tion, the emphasis being nearly 
always on product costs. In 
consequence, the development of 
costing thought was along the 
lines of historical analysis of 
manufacturing expense and the 
build-up of product costs from 
these analyses by three well- 
known methods. 


Fob costing 

Firstly, there was ‘job costing’ or 
batch costing of parts, where you 
nad, say, a firm making diverse 
engineering products, which en- 
deavoured to identify the actual 
labour content of the individual 


Process Costing 

Secondly, the development of ‘process costing’ took 
place within the chemical and other related industries, 
such as oil extraction and refinery and the manu- 
facture of greases and lubricants. Here again, the 
underlying principle was cost ascertainment in order 
to find out what was being spent on individual 
processes and the material content of the different 
products, so as to provide the historical cost of 
manufactured output. - 


Unit Costing 

In other industries, such as coal-mining and brewing, 
a third technique was used, known as ‘unit costing’. 
Expenditure was carefully coded and: analysed by 
process, and a unit process cost obtained by dividing 
these costs by the. number of units produced. 
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The first point I wish to make is this- such 
approaches to the problem of costing were all based 
on the principle of codifying and analysing expenses 
with the end purpose of ascertaining the product cost 
from historical information. 

This emphasis on cost ascertainment without 
greater importance being attached to cost control in 
cost accountancy methods, quite often gave rise to 
very misleading results. In consequence, improved 
techniques of cost control were developed and came 
into use over a wide field of American industry and 
in certain important British industries in the inter-war 
years. 

The Second World War, once again because of 
Government contracting methods, gave a great 
impetus to detailed product costing, as the Govern- 
ment and the supply departments, with their various 
types of contracts, once again insisted on profit 
margins being fixed in relation to product costs and 
on the accounting systems used being such that each 
department could satisfy itself by reference to the 
actual product costs. There is no doubt that these 
conditions held back the development of cost control 
methods during the war years. 

With all the economic vicissitudes which have 
oppressed the nation since the war, the interest of 
management in more modern methods of costing has 
grown, fostered by the activities of the British Insti- 
tute of Management and the attention which these 
improved techniques have received at the Adminis- 
trative Staff College courses for senior executives at 
Henley. I think it is increasingly recognized in 
accountancy circles that we must devote a consider- 
able amount of energy and initiative if we are to play 
our part in seeing that sound methods of cost control 
are more widely applied throughout British industry. 


New Techniques 


What are these new techniques of cost control and 
product cost ascertainment? They are described as 
budgetary control and standard costs', and I hope to 
show you that not only are they sound in principle, 
but that they are applicable over the whole field of 
industry. Control of expense by reference to estab- 
lished budgets can also be applied effectively to 
administrative functions, even in such businesses as 
banking and insurance. I say that because a consider- 
able number of accountants who have not read very 
widely or had time to specialize in these subjects are 
still under the impression that budgetary control and 
standard costing methods can only be used by under- 
takings making a standard product. Nothing is further 
from the truth – I have seen these methods applied in 
jobbing engineering factories, where no product is 
like another; or in other words, where they were 
manufacturing specialized products to customers' 
designs at selling prices quoted long before manufac- 
ture began. 

It is very important to recognize that the under- 
lying accountancy principles of budgetary control and 
standard costs are applicable throughout the whole of 
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industry, as all industry is concerned with the 
efficient conduct of its manufacturing, service and 
administrative processes. 

We owe much in the accountancy profession to the 
pioneering work of Charter Harrison and, more 
recently in this country, to Mr D. F. Evans-Hemming, 
whose viewpoint is that the chief function of the 
accountant in industry today is to control expenditure 
and thereby dictate costs rather than to spend an 
immense amount of time in coding and classifying 
expenditure historically in order to arrive at product 
costs; in other words, that the principal function of 
the accountant in industry today is primarily to 
control expense by process or management function 
by reference to carefully established budgets, which, 
in turn, provide basic information for the develop- 
ment of standard costs. The principles of budgetary 
control and standard costs are based on the doctrine of 
cost control as opposed to product cost ascertainment 
by historical methods. 


Principle of Control 


Perhaps the best way of illustrating these principles 
is to think in terms of a hypothetical business manu- 
facturing six products, having a turnover of, say, 
£1 million a year, with an expenditure of £900,000 
and a profit of approximately то per cent or £100,000. 
You may well say: ‘How do these new methods of 
accounting apply, and how do you set about the job 
of controlling costs?’ 

Normally, money is expended at almost all levels of 
the management structure of a factory, and the heads 
of departments, whether of direct productive processes 
or of service or administrative departments (including 
the sales side), are all executives under whom groups 
of men are incurring expense hour by hour in carrying 
out their individual functions. So that, in our hypo- 
thetical business, after excluding from the total 
operating costs of £900,000 the materials content of, 
say, £300,000, we must consider how best to control 
£600,000 of expense, nearly all of which is being 
incurred in terms of productive time. 

Clearly, the first thing to be recognized in controlling 
expense is that this has to be done in relation to the 
management function, so that your modern industrial 
accountant, who is completely familiar with the 
principles of budgetary control and standard costs, 
first of all sets about the job of understanding his 
organization from the executive directors to the 
foremen in charge of individual processes on the 
shop floor, those in charge of the service departments 
and of the administrative functions in the office, 
including, of course, the direction of the sales depart- 
ments. Although there are far too many exceptions, 
most firms today have a fairly clearly-thought-out 
organization chart, and the accountant has to ask 
himself what kind of information the different 
executives require in order to perform the function 
of expenditure control. 


! Flexible Budgetary Control and Standard Costs (Mac- 
donald, Evans & Co, London). 
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From that, he is able to work out a codification of 
accounts by means of which all expense relating to 
each function is analysed, to enable him to determine 
how much of the cost is attributable to the operation 
of the direct productive processes, the various service 
departments (such as materials control, handling, 
millwrights, canteen, jig and tool room, etc.) and the 
administrative departments. The accountant is then 
able to budget for individual items of expense in 
terms of the direct disbursements on each manufac- 
turing process plus the indirect expenditure incurred 
in the factory, including the various service depart- 
ments, which enables him to compute a standard 
costing rate per hour of effort for every manufactur- 
ing operation involved. 


Setting Budgets and Standards 


I propose to expand the above remarks, and 1 ћоре 
that those who are familiar with these principles will 
forgive me for doing so, because there may be some 
younger members of the profession who are unaware of 
the approach of the industrial accountant to such 
problems. 

Each department under the control of one person 
would be regarded as a budget centre; in this case we 
will take it that the department is a machine shop. 
This budget centre is then broken down into its 
component cost centres, one of which could consist of, 
say, ten capstan lathes. In order to identify the first 
important element of direct operating expense by cost 
centre, it is essential to codify the payroll. In consulta- 
tion with the production superintendent or works 
manager, the amount which should reasonably be 
spent on direct labour can then be established. It 


may be that the labour force in the cost centre under _ 


discussion would consist of three highly skilled men, 
four semi-skilled men who can carry on under the 
guidance of the former, and perhaps three apprentices. 
Thus the weekly outlay on each cost centre would 
vary in accordance with the wage scale of the opera- 
tives, and once we know this it enables us to control 
the wages content of expenditure in the budget and 
cost centre so that a department does not employ too 
high a proportion of skilled men at, say, four or five 
shillings an hour, in relation to an established budget 
for labour providing for the installation of semi- 
skilled labour of apprentices at wage rates propor- 
tionately lower to those of highly skilled workers. 
That kind of control, multiplied over all the produc- 
tive processes, is absolutely essential in ensuring the 
correct number and grade of worker staff throughout 
the organization. 

The next step is to work out budgets for all other 
direct operating expenses by budget centre, ie. 
repairs and maintenance of machines, the cost of 
power used in a normal working period (which is 
usually calculated on a four-week basis) and the cost 
of consumable tools and materials used in operating 
the machines; added to the labour cost, this gives a 
standard of direct expense for operating the cost 
centre on an agreed basis of normal utilization, hence 
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the term ‘standard costing’. It should be emphasized 
that this term has nothing at all to do with standard 
products, but refers to the setting of standards based 
on budgets for actual operating expenses under 
normal conditions. With this codification of direct 
operating expense to each budget or cost centre, it is 
possible to set process costing rates for a normal 
standard hour of output. The total of all the elements 
of direct expenditure for a normal output from the 
cost centre of ten capstan lathes might be found to be 
something in the neighbourhood of £220 for ten 
machines working a forty-four hour week. It can | 
thus be seen how the accountant fixes standards of 
operating expense for a normal week ог four-weekly 
period. From these budgets cost rates are built up 
for all the manufacturing operations; the normal 
processes of allocation of expense are used to develop 
comprehensive cost rates including the indirect 
operating expense incurred with the various service: 
departments essential to the conduct of direct manu- 
facturing operations or processes and the general 
running of the factory. 


Control of Expense 


Having fixed these budgets and standards, it is 
possible to establish control over expenditure because 
the industrial accountant is able to produce, against 
the budgets and standards in comparative form, what is 
virtually.a profit and loss account in terms of time and 
money for each individual process. I think everyone 
present will agree about the importance of this, and 
that without such checks you could have considerable 
inefficiency in four or five of the works processes and 
not in others which, in the absence of budgets or 
comparative standards, would be concealed from 
management. You will appreciate that by comparing 
actual expense incurred and output achieved with 
carefully-thought-out budgets and standards the 
accountant is able to put before management the cost 
of divergences from normal output at normal cost, 
thus facilitating control by exception. 

This conception of control of expense is based on 
the idea that management is entitled to expect a 
standard return for an investment in plant, labour 
and overhead expense for each manufacturing process. 

I know of no way of controlling expense in relation 
to output unless budgets of expense and standards of 
output are worked out for each manufacturing 
process for use by the industrial accountant as a 
means of measuring the actual cost of output of each 
of these processes in relation to set standards. 


Simple Approach to Standards 
You may say: “That is a very highly technical job’. 
I suppose it is. But the accountant must develop 
these standards by working very closely with the 
people concerned who know, or should know, what 
they are about. I can illustrate this by saying that if 
I asked anyone in this room to set up budgets and 
standards for the operation of his motor-car, although 
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it is a highly complex piece of machinery, he would 
set about it intelligently and approach the problem 
in much the same way as I have described to you 
ош ht. He would sit down and вау: ‘What аге my 
costs in running this motor-car? I have my 
insurance and my road fund tax to pay, arid I have to 
provide for depreciation. Whatever mileage I do, my 
depreciation is virtually fixed by the passage of time, 
certainly since the slump in the car market.’ He 
would then establish standards of expense for 
‘consumable supplies, i.e. petrol and oil, based on 
expected monthly and annual mileage and standards of 
performance, say twenty miles to the gallon and oil 
changes at periodic mileage intervals. 
From this data he would be able to work out his 
fixed and variable costs per mile, and to predict them 
before commencing his year’s motoring expense. 
` He would also, of course, have to budget for repairs 
and maintenance, but, clearly, he could set standards, 
budget his expenditure; and draw up his fixed and 
variable costs for 
the car. Having done that, he could code his expendi- 
ture under these headings for a period of, say, twelve 
months, and compare them at the end of the year with 
bis standards, and thus he would be in a position to 
say how far his prediction, or his plan for use of the 
car, was right, and how far he had -managed to keep 
within the costs he had set for its output or mileage. 
Budgetary control and standard costs for a road 
haulage undertaking could effectively approach the 
cost control problems in this way. 


Control through Varlances 


The foregoing example is a simple way of illustrating 
the character of the work confronting an accountant in 
industry today in endeavouring to control expense in 
relation to output on the basis of carefully computed 
standards. In the case of an engineering company 
there would be a schedule of individual parts entering 
into the manufacture of a completed unit, and a 
production schedule for each part, showing the 
numerous operations required in each of several 
processes, together with the time required for ‘each 
operation. Having arrived at the cost per hour of 
effort in each process from the operating cost rates, 
he would be in a position to predict the cost of his 
product. With this standard cost . predetermined, 
more important features come into play: the control 
of expense in relation to. function, the. measurement 
of the variations in the efficiency of operating pro- 
cesses and the effect of activity on cost owing to the 
differences in character of the expenses entering into 
the conduct of a modern business enterprise. 


‘Fixed and Variable Costs | - 
In appropriate circumstances it is vital that the 
attempt should be made to break down the incidence 
of fixed and variable costs by product group in 
order to achieve a reasonable approach to the planning 
of profit in relation to а given sales output of indi- 
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vidual groups: of products. It is not unusual to find 
an undertaking producing and selling a complex, 
high-cost product which, on a basis of total cost (that 
is the fixed and variable enses incurred in its 
manufacture), shows a net loss of 2 per cent, as 
compared with another product, mainly an assembly 
job with very little labour content or expensive plant 
used, which shows, say, a net profit of 10 per cent. 
You would draw a wrong conclusion on sales policy 
if you thought that by increasing the turnover of the 
latter product and decreasing the turnover.of the 
first you would necessarily obtain an increase in net 
profit. In fact, the very complex job, say a turbine, 
on which you were losing 2 per cent, would be found 
to be making a large contribution to the recovery of 
fixed overheads, whereas the assembly product, 
although showing a: net profit of xo per cent, would 
be оаа only a small contribution. Therefore, an 
adverse effect on the total net profits of the under: 
taking would result from a reduction in output of 
complex products, because of the very heavy fixed 
overheads that would then have to be carried by the 
other products. This kind of calculation isa by-product 


` of the use of flexible budgets and standards which 


differentiate between fixed and variable expenses and 
enable mariagement to arrive at the marginal cost of 
different products and assess the effect of rises and- 
falls in the sales of each one. 


; Reduction in Clerical Effort 

Another feature of this new approach to costing, 
quite apart from the great верена of expenditure 
control, is that in a great number of industries 
(although not all) it is possible to avoid an enormous 
volume of clerical work necessarily employed in 
computing ‘actual costs’ for each unit of manufacture. 
It is not unusual today to go into a factory and find 
an army of clerks analysing every pennyworth of 
labour spent on individual works orders passing 
through the factory, sometimes coupled with elabor- 
ate schemes of punched card accounting used to build 
up individual product costs from job costs or batch 
costs for every works order put on the factory floor. . 

А glance at the catalogue of many a large manu- 
facturer will show you the enormous diversity of 
products they sell, and you will appreciate the con- 
siderable saving that can be made if you can drop 
job costing entirely and use standard costing princi- 
p based on the cost rates. per hour for each manu- 
acturing. process. 
. In this way control of costs and basic business 
policy is exercised through the costing of expense by 
function rather than by the actual cost of the individual 
product concerned. ‘Phat is a very important feature 
of this particular approach; in certain industries it is 
possible – and it is done – to link the two methods. 
Where it is felt necessary to find out exactly what à 
product has cost to manufacture, it is possible to 
codify certain of the works orders so that the historical 
cost of the individual роса сап ps Main: and 
compared with the standard. __ 
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Control of Material Price 


I now turn to the problem of the contro! of expendi- 
ture on materials. If we go back to this hypothetical 
business I have been discussing, we find that we have 
estimated that £300,000 of our expenditure goes on 
materials. Here, again, there are accountancy devices 
for controlling such material costs by price and usage 
which are only rarely used in British industry today, 
but which are relatively simple to operate. 
Control by price involves the setting of material 
cost standards based on the actual costs of previous 
purchases of raw materials, semi-finished parts or 
shelly finished parts entering into the manufacture 
of the completed product, and codifying and building 
up a standard of predetermined prices for those items. 
Clearly, in times of inflation or falling prices, the 
buying department would not always be able or 
willing to buy at the standard prices, but would have 
to purchase at the best prices then obtainable. To 
control the rise or fall in the cost of materials it is 


. essential to start either the purchase order or invoice 





with an impression providing three squares, on which 


are entered the standard value of the material, the 


actual value and the variance from standard. Thus, 
the control of variance from standard on a month's 
total for purchase invoices gives management a 
reasonably accurate and up-to-date trend in material 
costs. 

In recent years the raw materials of some industries 
have rocketed in price and hundreds — in many cases 
thousands – of pounds’ worth of materials flow into 
the factory from the goods inwards department and, 
ultimately, whether by the LIFO or Fo method, enter 


' into the final product cost. I consider it is most 


important, in these difficult times, for most aizeable 
companies to establish sound control over material 
price variations. А considerable number of manu- 


.facturers were forced to use this device because of the 


need to introduce into their contracts rise and fall 
clauses, which obliged them to satisfy the customer, 
when his order was completed, as to the rise or fall 
in price in relation to the element of material expense 


entering into the cost of the finished product. 


Material Usage 


Standards must be sét up for usage in the processes 
through which the material passes. А scrap allowance 
would normally be determined in accordance with the 
complexity of the part or the processes through. which 
it passed, and this could be provided for by arranging 
that the requisition called for 105 units, if the scrap 


allowance were 5 per cent, in relation to the require- 


ments of roo completed parts. If the scrap in this 
case exceeds 5 per cent, it will become apparent 
because of the need to requisition further units. If 
there is no satisfactory system of scrap-reporting 
through to the costing department, а very consider- 
able loss through excess usage of materials, to say 
nothing of the excess cost of labour and overheads, 
would go unrecorded and unremedied by management. 
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Management Control 


I have tried, somewhat briefly, to outline these 
various new techniques and the ways of utilizing them 
for the benefit of management in an endeavour to 
control expense by function and by process, not only 
with the object of reducing clerical effort (which 1s 
often the case when the “old methods of detailed job 
costing are abandoned), but, more important, to 
present facts and figures which are of immense value 
in the day-to-day operation of an undertaking in 
giving essential control of expense incurred at all 
levels of management down to foreman grade. 

It is said that in British industry today, with all 
the necessity for greatly increased productivity, in 
relatively few sizeable companeis are the поен 
informed of what expenses are under their influence. 
It is not uncommon to find, when you walk round a 
factory, that a foreman has under his control perhaps 
£20-30,000 worth of equipment, consumable supplies, 
a section of the payroll covering 20 or 30 people and 
often considerable maintenance costs depending on 
the efficiency with which the plant is operated and 
maintained. - 

A substantial loss can senile from fluctuations iri 
the activity or degree of utilization of that plant; 
which could be caused by a thousand and one reasons, 
and this might never be discovered by higher manage- 
ment except by controlling the foreman's effectiveness 
in relation to standards of output and expense. For 
instance, you could have relatively low activity in one 
week as the result of poor material (it might be bad 
castings), which is not always reported through to 
executive director level; you could. have failures on 
the part of the drawing office to link up the working 
drawinga with the materials and tools for the part. If 
normal activity were set as.a standard, and it was 
discovered that you were only achieving 85 or go per 
cent of normal, the mere fact that you are exercising 
this control and showing up these variances from 
expected output.based on standards for individual 
manufacturing processes, 18 immensely valuable. I am. 
convinced that only in such a way can you possibly 
keep your finger on all expenditure incurred and/or 
the output produced, with the result that it is often 
possible to take prompt remedial action at the right 
management level to seé that the activity, efficiency 
and cost of a РАИ -process is brought back to 
normal. 

Е Conclusión. > 
I will conclude my remarks on these new techniques 
by giving you a view which, in my humble judgment, 
is important to the profession today. I do not think 
it is possible for the accountant who remains in the 
profession after qualifying. and spends most of his 
time on the normal and frequently complex work of a 
statutory .character with which the profession is 
entrusted, to make'a serious attempt to specialize-in 
this type of work. In my.view the accountancy profes- 
sion has its work cut out to compete with the con- 
siderable number of management consultant firms 
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who are withdrawing qualified accountants (members 
of our own or other Institutes) from industry, training 
them in their own particular techniques, and using 
them to carry out this very, constructive work, which 
I am convinced is strictly within the field of our 
profession. It would be a very good thing, therefore, 
if firms of practising accountants encouraged members 
of the profession who have acquired specialized 
experience in these techniques in industry to return 
to the profession and employ that experience over a 
much wider field. It seems to me that this is the only 
way in which the practice of modern accountancy 
techniques can percolate throughout British industry 
within a reasonable time, with, I am confident, the 
most beneficial results. 

To the young qualified man who is interested in 
this specialized branch of accountancy, I would say 
that he should first spend three or four years after 
qualifying acquiring a wider knowledge of financial 
accountancy and auditing in his professional office, 
which must bring him in very close touch with the 
various costing systems of the firms he visits, because 
of the auditor’s obligations in connection with the 
valuation of stocks and work in progress. Having had 
that wide experience of the profession and (I do not 
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say this in a derogatory sense) a superficial acquaint- 
ance with management accounting, I think he should 
then endeavour to secure an appointment with an 
industrial undertaking employing sound accountancy 
techniques, with the ultimate aim of returning to the 
profession and using his specialized experience over a 
wider field of industry. 

It is perhaps unnecessary for me to add that I 
consider it important that the young aspirant to 
specialized knowledge of management accountancy 
should subject himself to the discipline involved in 
acquiring a specialized qualification in these related 
subjects. 

It is certainly my experience that the rewards of 
this course of action are not inconsiderable. I think 
that for the next twenty years very generous fees can 
flow into the profession if we manage to build up 
within the professional firms specialized departments 
able to give this constructive service to industry at the 
present time. I am also certain that the younger man 
who aspires to comptroller or financial director 
appointments cannot afford to omit the specialized 
study of these new techniques for the control of 
expense by process and function in a well-run 
modern business, 


WEEKLY NOTES 


Inspection Productivity Report 


The latest productivity report to appear was pub- 
lished last week,! and is that of the specialist 
team which visited the United States in tie autumn 
of r951 under the auspices of the former Anglo- 
American Council on Productivity to examine the 
functions and the organization and methods of 
inspection in industry. 

The recommendations made are, firstly, those of a 
general or national character which call for concerted 
action; and secondly, those of specific concern to 
individual firms who wish to modernize their 
techniques. Among the former, nine in number, are 
the suggestions that a technical qualification in 
inspection should be established, the examination for 
which should include simple statistical methods in 
addition to metrology and organization; that the 
more widespread teaching of statistical engineering 
(i.e. statistical methods applied to production, in- 
spection and experimentation) in technical institu- 
tions should be encouraged; that inspection procedure 
should be unified; and that consideration should be 
given to sampling inspection, mechanization of 
inspection and to control of quality in output. 

The fourteen recommendations to firms include 
the following: that managements should clearly 
define the standard of quality to which they aspire; 
that the inspection department should have the active 
support of management and should have a status 


1 Obtainable (3s post free, excluding air mail) from the 
British Productivity Council, a1 Tothill Street, SWr. 





which would command respect and co-operation; 
that inspection should have the same level of equip- 
ment and facilities as production; and that standard- 
ized specifications for all operations should be created 
or overhauled. 


Shipbuilding Costs and Taxation 


Although British shipbuilding yards had a record 
amount of tonnage on order at the close of 1952, 
disquiet is growing at the very large preponderance 
of tanker tonnage. The growing use of oil fuels and 
the dispersion of sources of supply throughout the 
world are creating a demand for an ever-increasing 
volume of tanker shipping to carry it. But the trend 
of construction of tramp tonnage is far less reassuring. 
High costs and uneasy freight rate levels are both 
factors persuading tramp owners to delay the 
replacement of ships which are due for scrapping. 

'The high cost of shipbuilding and ship repairs is 
commented upon in the annual report of the Chamber 
of Shipping which has been issued recently. The 
report expresses the view that there is no sign of any 
recession. from the high level which costs have 
achieved in tbe past few years. À modern diesel 
tramp ship today takes three years to build and costs 
upwards of £500,000. He would probably be a brave 
shipowner who would care to say categorically that 
his half-a-million-pound investment will give an 
adequate return as from some date three years away. 

It is into this set of conditions, where costs are 
high and returns problematical, that the tàxation 
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factor makes its entry. No longer, under existing 
taxation practice, can the cost of a new ship be met 
out of the depreciation of its predecessor. New ships 
mean new money —either from reserves or some 


outside source. The possibility of building reserves · 


out of today's gross profits is remote — as the report 
of the Chamber of Shipping points out. 

"The cost of not building cargo tonnage is a heavy 
one, however, to the nation for it means a gradual 
decline in the.size of this country's tramp shipping 
Beet, and what is the use of spending millions of 
pounds on defence if tramp shipping, which plays 
a critical strategic factor, is treated merely as a 
wasting asset? 


Higher Defence Estimates 


It is becoming increasingly evident that the shape of 
the graph of rearmament expenditure is taking 
rather a different shape than was expected when the 
plans were laid a couple of years ago. The peak of 
expenditure is not going to be so high as was then 
planned but the topmost level is going to be sustained 
for longer. It has not been possible to build up the 
level of expenditure as quickly as was desirable 
because, in the first instance the necessary resources 
could not be mobilized speedily enough. Now 
account has to be taken of the fact that the pressure 
on the engineering industry is building up to such a 
pitch that its potential in the export market is being 
severely jeopardized. To some extent, therefore, 
defence outlay has to be rephased. 

These are matters of degree and not of principle, 
however. Next year, defence outlay is to be higher 
than in 1952-53. It is due to go up by £175 million 
on the original 1952-53 estimates and about £123 
million if allowance is made for the defence sup- 
plementaries which were introduced recently. About 


, one-third of the increase will be absorbed by higher 


Costs. 

The difference between what was originally 
estimated and what is likely to happen in the new 
fiscal year comes out from the figures. The third 
year of the rearmament drive was to have seen an 
expenditure of £850 million on production. The 
latest proposals are for an outlay of £650 million. 
Care has to be taken in accepting these figures how- 
ever, since they do not include either outlay or 
· research, which is expected to take another £100 
million, or atomic developments. 


Mining Wages and Industrial Costs 


The consequences of the recent award of higher 
wages to the miners promiise to be quick and serious. 
It was announced that the price of coal was to gó 
up by ro per cent as from March 2nd. The steel 
industry immediately applied to the Ministry of 
Supply to raise its prices. The other major industry 
which is affected is transport and it will be surprising 
if there is not a move fairly soon for the transport 
Services to pass at least some of the increase on to 
their customers. 
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In this way a severe upwards twist to costs will be 
administered for these are key industries whose goods 
and services are used on a wide scale throughout 
industry. One way and another it looks as though the 
disinflationary strategy which was working fairly 
successfully in the middle of 1952 has received one 
further set-back as the fiscal year comes to a close. 
Not only Government expenditure, but also wages, 
are now exercising renewed inflationary pressure. 


1952 Import Pattern 


There was a substantial decline in the level of this 
country's imports last year- with that fact the 
reading public is generally familiar. It is now 
apparent how uneven the decline was over different 
classes of goods and in its effect on various countries. 
It is this last fact which now deserves mention. 'T'he 
rest is already history. 

А severe cut, and the one most to be deplored in 
any terms except those of absolute necessity, was 
imposed on the members of the European Payments 
Union. Within this group, France was a particularly 
heavy sufferer. Import cuts were imposed on that 
country at a time when it was unable to make com- 
pensating adjustments to its own imports from this 
country. Two other groups of foreign countries 
experienced sizeable falls in their exports to Britain. 
The first of these were the countries, like Brazil, 
with over-valued currencies. The third group com- 
prised one country, namely Persia, which suffered 
an almost complete cessation of oil exports, a de- 
velopment which accrued to the benefit of other 
Middle East producers. 

It was noticeable last year that the countries of the 
sterling area and of the dollar area took little of the 
impact of this country’s drastic import policy. Our 
Canadian imports actually increased by £60 million. 


U.S. Aid for Industrial Productivity 
Schemes 


A Government White Paper! issued last week 
announced agreement between the Governments of 
the United Kingdom and the United States of 
America on the allocation of about £3 million 
‘counterpart funds’ arising from the operation of the 
Mutual Security Agency Economic Aid scheme. 
Under the general direction of the President of the 
Board of Trade, this money will be devoted over a 
period of two to three years to schemes associated 
with efforts to increase productivity and designed 


'to assist in the provision of services by which 
industry can help itself, to promote research neces- 
sary for this purpose, to make what provision it 
can to give industry encouragement to raise its 
efficiency, and to provide for co-operative action 
between government, management, and labour so 
as to enable industry to raise the national production 
to new heights." 


1 Cmd. 8776. H.M.S.O., 6d net, 
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FINANCE AND COMMERCE - 


Strength i in stock markets at this time of the year is 
generally regarded as indicating confidence. in 
Budget prospects. Whether the stock market is 
taking confidence too far. is difficult to Judge, but 


it is a рова ну 


Woolworth Assets _ 


This week we give the accounts of Е. W. Woolworth 
& Co Ltd for 1952 showing a trading profit of over 
£164 million and nearly £40 million of. net assets, 


It is a monument to successful cash trading with | 


every advantage taken of the сотрапу'з very sub- 
stantial liquid resources. A very big query, however, 
has been raised concerning the balance sheet. value 
for fixed assets. 


A leading article in the Financial’ Times looked - 


back to.the end-1939 position and found that e 
profits and trading assets had risen substantiall 
might be expected over a period of inflation, ed 
assets were practically unchanged from the figure 
of thirteen years ago despite the considerable 
additions which, it was stated, had been made since 
the war. There was more than a suggestion, the 
leader said, that ‘the fixed assets, mainly properties 
in excellent repair and well sited, have been so 
substantially written down that the book value 
represents but a tithe of their real value’. 
Property values in recent years have been the basis 
of many surprising developments. The buying out of 
éxisting ‘shareholdérs at substantially over current 
market prices has been very largely based on fixed 
asset values. Shareholders are now expecting to be 
kept i in touch with current values even if the figures 
are not incorporated in the accounts. One asked a 
. question’ on this point at the annual ‘meeting ‘of 
Lloyds Bank Ltd, admittedly without factual result. 
|. There was a time – not so long ago – when share- 
holders were expected to be content with the vaguest 
of profit descriptions, Some companies never pub- 
lished à profit fue. АП that his now changed. Is it 
possible а similar IDEM to the prosia o asset 
values is now needed? 


` After Date’ 


Hide & Co Ltd, whieh runs a retail store business, і is 
one of the companies whose’ name has been prom- 
inent in the share ‘bid: market. It now presents 
accounts for the-yéar to February roth, 1952, since 
when, however, it has acquired or agreed to acquire 
the. controlling interest in. Webbers (Oxford) Ltd, 
А. Barton & Co Ltd, and Barnett-Hutton Ltd. 
These acquisitions have béen financed partly by the 
sale of freeholds on which the company has obtairied 
long leases. 

"These events; as it is | pointed out, took place. after 
the date of the accounts but in order that shareholders 
may see the effect, the company’s auditors were asked 
to furnish a report on the profits and assets of the 


respective "businesses and also the position of the 
Group following their, acquisition. 

The auditors’ report ‘gives ‘a ten-year profi 
record for each of the three new поен га of the 
Hide group and a statement of their net assets.. A 
short ane of consolidated trading account and 4 
consoliddted net assets statement, . after making 
provision for the adjustments 054 out of ‘the 
acquisitions, is also given. : 

. We hope the:chairman's assurance. that, the next 
accounts will i in future be published ‘before the end 
of the summer’ is more than justified. 


Know the Articles 


Mention of Hide & Co, is a reminder that its chairman, 
Mr L. P: Jackson, has been: very much to the fore in 
the Gordon Hotels dispute which has provided much 
interesting material for students of. company affairs. 
There has been the important distinction, for instance, 
between the company meeting which, at a later date, 
is 'continued', and an adjourned meeting. The 
distinction. was. vital because no change was рег: 
missible in the proxy position at the continued 
meeting except, of course, by personal attendance. 
The decision suited Mr Jackson who, as a share- 
holder, was endeavo · to obtain election to the 
Gordon Hotels’ board for himself, МЕ C. S. Asbury, 
F.C.A., and another.of his associates. ` 
- But though the proxy voting strength was thus 
frozen in Mr Jackson's. hands, he failed because he 
did not comply with the company's Article 103. 
This requires lodgment with the company, not less 
than fourteen days nor more than a month before 
the meeting, of a notice of intention to propose the 
election. of directors. and’ a. signed.: statement of 
ess to stand for election. Under Section 183 
of:the Companies Act also, the resolutions. were not 
validly passed. — - 
: Mr Justice Vaisey in ‘his finding to this effect in 
the.Chancery Division on February .13th observed 
that ‘it is the.duty of shareholders to comply with 
the regulations and not advance ingenious theories 
as to why they should not comply with them’. 
* Не felt ‘very impatient-with those who claimed the 
benefits of limited liability. under the.Companies Act 
and at the same time seemed to regard it as a matter 
of choice and fancy as to whether they carried out the 
directions given to them in their own private by-laws’. 
. This case has-provided-a further, object lesson to 
accountants on the absolute necessity of knowing the 
articles of the companies with which they deal.. 


Money Market 


а ВШ applications totalled £314,370,000 on 
pas 27th and bidding at £99 8s. od the market 

nied 66 per cent of requirements. ‘The average 
ud was. [2 8s o:25d per cent. This week's offer is 
£240 million ог £20 million short of maturities. 
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CURRENT LAW 


Borrowing (Control and Guarantees) Act, 1946 


The question which came before Upjohn, J., in 
London and Couniry Commercial Property Investments 
Lid v. Attorney-General ([1953] 1 АП E.R. 436), was 
whether the proposed issue to the vendors, Little- 
woods Mail Order Stores Ltd, without the consent 
of the Treasury, of 400,000 ordinary shares of £1 
each and £750,000 debenture stock, in consideration 
of the transfer to the property company by way 
of sale of certain properties constituted an infringe- 
ment of the Borrowing (Control Guarantees) Act, 
1946. "Гће issue of stock was to be secured by a 
trust deed which provided its redemption by the 
company and for the payment of interest until 
redemption. It was alleged on behalf of the Treasury 
that the transaction was an infringement of the Act 
and the Control of Borrowing Order, 1947, article 
2 (1), which provide penalties for infringement by 
the borrowing or raising of money in Great Britain 
by inter alia 
‘the issue for any purposes: (i) by any body corporate 
of any shares in or debentures or other securities of 
that body corporate, if either the body corporate is 
incorporated under the law of England or Scotland 
or the shares, debentures or other securities are or 
are to be registered in England or Scotland’. 
Section 4 of the Act is the construction section and 
defines ‘security’ as including shares, bonds, notes, 
debentures, debenture stock and units under a unit 
trust scheme; and ‘share’ as including stock and any 
perpetual debenture or perpetual debenture stock. 
By subsection (2) of Section 4, ‘borrowing’ 
‘includes a reference to the making of any arrange- 
ment by which a sum which would otherwise be pay- 
able at any date is payable at a later date' 
and in particular | 
‘the making of an arrangement by which the whole 
or any part of the price of any property is allowed to 
remain unpaid either for a fixed period or in- 
demnity’. | 
The limit beyond which Treasury consent is 
required is £10,000. Section 4 of the Act is reinforced 
and extended by article 2 (1) of the Order, as follows: 
‘In this order references to the borrowing of 
money include: (a) references to the making of any 
arrangement by which any money borrowed or any 
money due under a security (other than money 
representing interest or dividends), which would 
otherwise be payable at any date, is payable at a 
later date except where the money is payable by 
instalments and the arrangement is for the post- 
ponement of the payment of any instalment, other 
than the last instalment, to a date not later than that 
fixed for the payment of the last instalment; and (5) 
references to the making of any arrangement by 
which the price of any property except (i) the price 
of goods sold by a person in the ordinary course of 
his business; and (ii) the price of any undertaking 
under a sale thereof to a private company, is allowed 
to remain unpaid either for a fixed period or in- 


definitely but charged on the property, but do not 

include references to the making of any other 

arrangement by which a sum which would otherwise 

be payable at any date is payable at a later date; and 

references to loans shall be construed accordingly.’ 

Dealing with the rules of construction which should 
apply to a penal statute, the learned judge held that 
in the words of Lord Esher, M.R., in Tuck v. Priester 
((1887) 19 Q.B.D. 629, 638), ‘if there are two reason- 
able constructions we must give the more lenient 
one’; and in those of Lord Simonds in St Aubyn v. 
А.-С. (Мо. 2) ([1951] 2 All E.R. 485): 

‘The question is not at what transaction the section 
is according to some alleged general purpose aimed, 
but what transaction its language according to its 
natural meaning fairly and squarely hits.’ 

Upjohn, J., accordingly found that the Act was trying 
to hit the following kind of transaction: 

‘In order to repay one’s existing creditors, one 
may borrow money, but another way of dealing with 
the matter is to persuade one’s existing creditors to 
permit one to repay them at a later date. No borrow- 
ing in the ordinary sense occurs if the latter course 
is followed, but the Act plainly hits that sort of 
arrangement.' 

Continuing, he said: 

‘What do I have to find in order that the Act 
‘should cover the transaction? I have to find a cash 
consideration being paid for a property, i.e., а con- 
tract of sale and purchase for cash. I have to find an 
arrangement by which that cash is to remain unpaid. 
... The Act plainly draws a distinction between the 
issue of securities and the borrowing of money. Тће 

order makes the difference even plainer.' 


Accordingly he found that the transaction did not fall 
within the statute and Order. 


Liquidation of Russian Bank 


The Banque des Marchands de Moscou is under 
liquidation in England, the liquidation having been 
begun in 1932. During the two previous years, 
Wilenkin had been of considerable help to the liqui- 
dator and contributed largely to the defeat of a claim 
against the Russian bank by the Deutsche bank. The 
liquidator had refused Wilenkin's proof in the liqui- 
dation for expenses and remuneration for services 
rendered, and his refusal was upheld by the Court. 
In an application for leave to pay Wilenkin £420 
ex gratia, Vaisey, J., stressed the importance of the 
services: which Wilenkin had rendered and that he 
might well be of help in the future. Accordingly he 
agreed to the payment being made in full satisfaction, 
on condition that Wilenkin would continue to serve as 
a member of the committee of inspection unless 
prevented by ill-health or other unavoidable cause 
or until released by the Court. (Re Banque des 
Marchands de Moscou (Koupetschesky); Wilenkin v. 


The Liquidator ([1953] 1 All E.R. 278).) 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Directors’ Expenses 


Sm, – I am the auditor of a public company whose 
financial year ends September 30th, 1952. At the 
time I signed the report in December 1952 no agree- 
ment had been reached with the Inland Revenue with 
regard to the assessing of expenses or benefits on the 
directors since April sth, 1948. 

At that time I did not оаа that there was any 
necessity to include anything in the accounts under 
directors' remuneration in respect of expenses etc., 
as defined in Section 196 (2), Companies Act, 1948. 

Recently I have agreed expenses or-benefits asseas- 
able on the directors amounting in total to some 
£1,000 per annum for each of the four years énding 

April sth, 1952. This amount is approximately 
F] per cent of the normal annual emoluments. It is 
very unlikely that ‘agreenient will be reached for 
1952-53 onwards before tlie annual audit in October 
of this year, as the settlement above was a compromise 
one, and the Inspector i is now insisting on consider- 
ably more detail in the future. — . 

l should appreciate readers’ comments on the 
following three points in connection with the audit 
to September 3oth, 1953. 

(a) Is there any necessity to disclose the agreed 
arrears? 

. (b) What figure, if any, should be included in the 
current year’s accounts? 

(c) Is it normal to show these expenses by way.of 
a note, or to make a notional. adjustment in the 
accounts, debiting directors? remuneration and 
crediting trading profit in the published accounts? 

Yours faithfully, 
SOCRATES. 


Mechanized Accounting 

Sm, – Your publication on November 15th and 22nd 
last of the lectures entitled ‘Mechanized accounting: 
high speed electronic computer’ by Mr Е. Clive de 
Paula, T.D., А.С.А., must have provided many of your 
readers with an excellent introduction to the possible 
uses of these machines in industry and commerce. 

І should like, however, to refer to a point made by 
your contributor in which he is a lide at fault. In 
paragraph ro he suggests that the effort in this 
country in the field of digital computers is, apart 
from certain university models, limited to the pro- 
duction by one commercial concern. of a computer 
for its own use. In fact, computers are now being 
built- and delivered at regular intervals in numbers 
which represent a considerable industrial effort 
when one considers the size of one of these machines 
and the amount of work it can do. 

The development owes very much to the inventors 
responsible for the initial design work done in the 


electrical engineering department at the University 
of Manchester and to the support given to the wbole 
project by the National Research Development 
Corporation, in whom the patents are vested. 

Ав these computers were originally designed to do 
scientific work they found their earliest convenient 
uses in those applications of science which arise in 
the various branches of engineering and industrial 
research, etc. Their application to certain kinds of 
administrative problems is fairly obvious and when 
I had the opportunity of speaking to the Summer 
School of the Institute of Cost and Works Accountants 
last September, I showed the flow diagram for the 
calculation of P.A.Y.E. etc., to give out net wages 
from gross wages. The calculation of gross wages is 
being studied and will soon be demonstrated. As 
Mr de Paula says, however, a great deal of research 
is still required before the automatic clerk, able to 
perform the functions which are at present performed 
by human clerks, will be first designed, but Mr de 
Paula seems to be thinking all the time of the clerical 
work involved in invoicing etc., and has overlooked 
the great volume of work which has to be done in 
certain branches of designing, production engineering, 
industrial statistics, and so on. This work often 
requires very many repetitions of similar calculations 
and experience shows that it can often be done by 
electronic computers hundreds of times faster and 
at a fraction of the cost of doing it by hand. 

The procedure in this country has been to make a 
working machine which would be reliable for the 
kind of purposes for which it was. made before 
attempting to elaborate the ancillary equipment in 
order to enable the computer to do all the different 
activities which are desirable, and of which it may 
become capable. Experience has shown that the 
requirements of commerce are more difficult to meet 
than those of applied science; the reasons for this need 
not be stated here. Some .kinds of accountancy 
calculations such as wages, are however obviously 
high on the list of applications of digital computers. 

. Yours Њу 
: Moston,. Manchester, то. В. В. SWANN. 


Effective Cost of Dividends 


Sir, – The effective cost of dividends may be put 
in a slightly different form from that adopted by 
the contributor of the article ‘Earnings yields on 
ordinary shares’ (January 24th issue), and in the 
letter with the same heading, published in Feb 

14th issue. The question may be stated as: how eh 
more than the amount of the dividend must be earned 
before it can be paid? This notional sum can be 
calculated quite e simply by either of two formulae, 
namely: . 
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(a) if the gross dividend is known, the excess is 
45 per cent of this sum. This-is the same as 
the simple ae mentioned in your issue of 
February 1 

(b) if the net а еа is known, e.g. from the 
published profit and loss account of a com- 
pany, the excess is six-sevenths of the amount 
stated. This calculation avoids the double 
task of ‘grossing up’ and then multiplying by 
45 per cent. 

A practical instance of this type of calculation was 
given at the annual general meeting of the Midland 
Bank, when Lord Harlech stated that the cost of the 
dividend, including income-tax, was £2,425,000, but; 
as a result of profits tax, a further Ári million, of 
gross earnings was required to provide the dividend. 
Thus the ‘effective cost’ of the dividend was £3} 
million (it having been reported that this Bank would 
have no liability for excess profits levy of which 
sum only just over £ 4 million went in the share- 
holders’ pockets. 

Yours faithfully 


Liverpool, 23. | E. K. LANDLESS. 


Exempt Private Company: Powers of 
Governing Director 


о ~ Ав secretary of а small, old-established, 
erous family business, I was interested in the 
de by Mr A. R. English; a.c.a., under the heading 

ding an Executor's Burdens’ in your issue of 

September 29th, 1951. In particular, Í took note of 

the definition of control as outlined in subsection (3) 

of Section 55, Finance Act, 1940. Mr English 

further pointed out that where a shareholder occupied 

а position of ‘governing director’ under special 

powers contained in the articles, he would be well 

advised to have such an article rewritten at the earliest 
opportunity. 

The articles of my company (an exempt private 
company) contain the following:  . ; 


. the said Mr X; shall be a permanent Director 
d the Company, and shall be entitled to hold such 
office so long as he shall live, unless he shall become 
disqualified from ‘any of the causes. specified , in 
Article 29 hereof, and accordingly clauses 78 to 86 
of Table A (1908) shall not apply to him, and in the 
event of the death of the said Mr Y., or his ceasing 
from any cause to be the Governing Director, the 
said Mr X. shall, so Jong as he remains a Director 
‘and is willing to act and holds at least one-fifteenth 


part of the issued Ordinary Shares of the Company, ` 


be the Governing Director and Chairman of the 
Board of Directors, and during his. tenure of such 
office he shall have arid may at his discretion at all 
times and from time to time exercise all and every 
the powers hereby or by statute conferred upon the 
Directors including the power to use the Common 
Seal, and all the Directors of the Company for the 
time being shall be under his control, and shall be 
‘bound to conform to his directions in regard to the 
Company’s business.’ 
Mr Y., the founder of the company and first 
governing director, who up to his death had control 
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of voting in the company, resigned as governing 
director during his lifetime and Mr X. then became 
governing director by virtue of the above article. 
. In view of the advancing age of my governing 
director, who, incidentally is a minority shareholder, 
I indicated.to him what I thought were the implica- 
tions of Section 55 on his estate at his death. Oppor- 
tunity to proceed further in the matter was not taken 
until recently when the problem was put before the 
solicitor to the company. In. his opinion Section 55 
(3) applies to the founder. of a business or one ap- 
pointed by resolution at:a time when the person 
appointed had control of the voting. Where such 
powers as the founder possessed are passed on to his 
successor by resolution of the company and the 
successor. has not at the time of his appointment 
control of voting, they are imposed on him in a 
fiduciary capacity and as such are disregarded for 
purposes of the section. This contention would 
appear to be supported in Green's Death Duties 
(3rd edition), pages 284—5, from which іг ів inferred 
that for the purpose of the section my governing 
director is deemed not to have control, and that, 
on his death, the basis of valuation of his shares in 
my company would not be one puis has reference 
to my company’s assets. - 

It is hoped that I have ut my case in a manner 
that can be understood, and that perhaps Mr English, 
or other of your well-informed FOnHiDuters, may 


comment thereon. · 
Yours faithfully, ia 
раној 12. STEPHEN WRIGHT, r.c.1.8. 


[Mr A. R. English writes: Your: correspondent's 
query appears to be concerned with the interpretation 
of an Act of Parliament and therefore, a matter for 
legal.advice. Speaking as an accountant, however, I 
would have thought that the answer depends on the 
status of Mr X. at the time of the passing of the quoted 
resolution. If he, being a subscriber, was given such 
powers on the formation of the company, I would 
have thought that in such circumstances the control 
now vested in him did not arise in a fiduciary capacity.] 


Standard Cost ‘Accounting 


Sm,- I read the excellent article by Mr J. S. Bryant 
on ‘Standard cost accounting’ in your issue of 
January 24th and was very interested in his approsch 
to the subject. | 

There was one statement, hameren which needs 
correction. J refer to paragraph 3, under the heading 
‘Standard grade worker’, in which he states: · 

' ‘Agreements between the trade unions and 

employers in the engineering industry require 

piece-work. to be such that the man of average 
ability can earn at least 45 per cent more than ће 
would do-if paid day-work rates." 

The agreement is, of course, that on piece-work a 
man of average ability should earn 45 per cent bonus 
of his basic rate. To illustrate this point, the engineers’ 
semi-skilled day-work rate for forty- “four hours in 
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some districts is £6 8: той, but the piece-work гаје 
is built up on the basic rate of 61s 6d, plus supple- 
ment 515 44, plus bonus earnings, so that a man 


earning 50 per cent bonus would receive £3 is 6d, 


plus £2 115 4d, plus £1 10s gd; а total of £7 35 7d, 
which is not 45 per cent more than the day-work rate. 
Yours faithfully, 

F. O. HIGGINS. 


[Mr J. S. Bryant writes: I agree that the wording of 
the sentence quoted by your reader is not strictly 
accurate as a statement of the terms of the agreement 
concerned, and I thank your correspondent for the 
correction. Nevertheless, it will be agreed, I think, 
that the essential point remains, namely, that some 
piece-work time-allowances in the industry will, as a 
result of the national agreement of November 1950, 
be 45 per cent greater than the majority of workers 
require.] 


Bristol. 


Directors’ Remuneration Deferred in 
Liquidation 


Sm, - Can any of your readers refer me to a case 
dealing with the following point, or give me their 
opinions? 

In consideration of a moratorium of three months 
grantéd by the company's creditors, the directors 
agreed to defer their own claims for unpaid remunera- 
tion accumulated prior to the period of the mora- 
torium, until such time as all the creditors had 
received 205 in the £. This arrangement was evidenced 
by a minute of the directors in the company's minute 
book and letters from the creditors a eeing to the 
moratorium, in which the deferment of the directors' 
claims for accumulated remuneration was recited as 
а condition of the moratorium. 

The moratorium period of three months expired 
and one month later the company went into liqui- 
dation. The directors then claim to rank pari passu 
with the other creditors. Can the liquidator rely upon 
the consideration for the moratorium and reject the 
directors' claims until the other creditors have been 
paid.2os in the £? 

Yours faithfully, 
LIQUIDATOR. 


À Case for Trade Associations 


Sir, - May I be allowed a little of your valuable 
space to comment on the article entitled ‘Towards а 
code of commercial ethics’ by Mr A. H. Boulton, 
in your issue of February 14th last. He writes that 
the new task of the Monopolies Commission *may 
be the deliberate intention of the administration to 
weaken the trade associations’. It is to be hoped that 
this is not the case because these bodies have virtues 


as well as vices. Of course, no one is in favour of. 


restrictive practices wherever they are to be found, 
but the matter must be seen as a whole. The pattern 
of commercial and industrial practice has grown 
around the trade association and trade union move- 
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ments since the middle of the last century. Trade- 
mark selling and price maintenance have been out- 
standing features of that pattern or structure. Some- 
thing better in their place must be utilized before 
they are finally destroyed. Quality as well as price 
must enter into a resale for as Ruskin so well put it 
‘There is hardly anything in the world that some man 
cannot make a little worse and sell a little cheaper 
and the people that consider price only are this 
man's lawful prey.' 

Then again, the co-operation which has developed 
between trade associations and trade cannot ђе 
lightly thrown away. Some excellent wage agreements 
have been negotiated on that level, as well as col- 
laboration in research. Mere bigness in any organ- 
ization must not be penalized as a crime. As I have 
indicated in my book on “Trade Associations’ there 
are some trade association activities which lie on 
the credit side of the balance sheet – combined know- 
ledge serving as a pool, out of which each constituent 
company could draw in order to obtain maximum 
efficiency, the pooling of 'know-hows' and patents, co- 
operative technological research, combined statistics, 
combined market research, master catalogues and, 
of course, common standards of production. The 
future may hold still closer co-operation between 
trade associations and trade unions by employee aa 
well as employer representations in order to obtain 
what is continually being enjoined here and in the 
United States, namely higher productivity. The 
point it is desired to emphasize is, the evils of trade 
associations should be eliminated but, in so doing, 
care must be exercised that the whole fabric is not 
completely ruined or else the cure may be far worse 
than the disease. I could give many instances where 
great good has redounded to the advantage of the 
community in general through the spirit. of co- 
operation engendered by trade associations and 
trade unions. Suffice it is to say that *when bad men 
combine, good men must associate else they fall, one 
by one, an unpitied sacrifice in a contemptible 
struggle'. 

Yours faithfully, 
Temple, London, EC4. W.TUDOR DAVIES. 


Loan or Remuneration ? 


Sm, – I should be interested to have the views of 
readers on the following point. 

Тће Inspector of 'l'axes has told me that where a 
director of a private company has had drawings 
which have been debited to his current account, if 
those drawings are not repaid within two years, the 
view of the Revenue is that they are taxable upon the 
director as though he received salary of the amount 
involved, | 

Is there any authority for the Revenue’s attitude, 
and can their contention be resisted? 


. Yours faithfully, 
TAURUS. 
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NORTHAMPTONSHIRE 


SOCIETY OF CHARTERED ACCOUNTANTS 
DINNER IN LEICESTER 


The annual dinner of the Leicestershire and North- 
amptonshire Society of Chartered Accountants was 
held at The Grand Hotel, Leicester, on Thursday, 
February 26th, 1953, with Mr E. E. V. Rowley, A.C.A., 
President of the Society, in the chair. Members and 
guests, numbering 180, were received by Mr Rowley 
and by Mr Т. B. Robson, M.B.E., M.A., F.C.A., President 
of The Institute of Chartered Accountants in England 
and Wales. 

Among those present were the Duke of Rutland, 
D.L., J-P., C.C., Alderman С. К. Barnett, Lord Mayor 
of Leicester, Mr W. B. Frearson, President, Leicester 
Law Society, and 

Messrs S. B. Bordoli, F.1.M.T.A., А.8.А.А., (City Treasurer 
of Leicester); E. P. Broome, F.C.a., (President, Nottingham 
Society of Chartered Accountants); P. W. Brown, F.R.LC.S., 
F.A.L., (President, Leicester Auctioneers and Estate Agents 
Association); 1. К. Buxton, (President, Leicester Centre, 
Institute of Bankers); Douglas A. Clarke, LL.B., F.C.A., 
(Chairman, London and District Society of Chartered 
Accountants); Derek du Pré, (Editor, ‘The Accountant’); 
E. J. F. Fortune, (Editor, ‘The Leicester Mercury’); G. N. 

, Fullagar, r.c.A., (President, Liverpool Society of Chartered 
Accountants). 

Messrs Н, J. Gittoes, J.P., F.C.A., (President, Birmingham 
and District ој Chartered Accountants); C. А. Harrison, 
0.B.E., Е.С.А., (President, Leeds, Bradford and District 
Society of Chartered Accountants); N. B. Hart, O.B.E., T.D., 
D.L., M.A., LL.B., В.С.А., (President, Hull, East Yorkshire and 
Lincolnshtre Society of Chartered Accountants); A. Herbert, 


A.R.1.8.A., (President, Leicestershire and Rutland Society of: 


Architects); The Very Reverend H. A. Jones, B.Sc., 
; сее of Leicester); Messrs А. S. Maclver, M.C., B.A., 

Secretary, Institute of Chartered Accountants in England 
and Wales); H. Musker, (H.M. Principal Inspector of 
Taxes); C. Osborne, J.P., М.Р. 

Messrs J. К. Parlby, A.c.LL, (President, Insurance 
Institute of Leicester); Т. Pollard, (President, Leicester and 
County Chamber of Commerce); H. Purt, F.C.1.8., F.R.8.A., 
(Secretary, Leicester and County Chamber of Commerce); 
C. R. Riddington, r.s.A.4., (Hon. Secretary, Leicestershire 
and Northamptonshire Soctety of Incorporated Accountants); 
E. M. Robinson, 0.8.8., T.D., F.C.A., (President, Northern 
Society of Chartered Accountants); А. С. Smeeton, F.C.A., 
(President, Sheffield and District Society of Chartered 
Accountants); Н. N. T. Staunton, B.A. (Oxon); W. T. 
Tanser, J.P., F.C.A., F.C.1.8., (Chairman, Leicester and 
District Society of the Chartered Institute of Secretaries); 
Dr Elfed Thomas, B.SC., PH.D., (Director of Education, 
City af Leicester). 

The toast of “The trade and commerce of Leicester- 
shire and Northamptonshire’ was proposed by the 
Duke of Rutland, who expressed his great respect for 
the accountancy profession. The Lord Mayor of 
Leicester responded. 


Importance of Qualification 

. The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr Frearson, 
· who said that after reading the reports which had been 
sent to him he had been really surprised to learn of 
the care which the Institute had, not only for the 
reputation of the profession, but also for tbe individual. 


He continued: 

‘Very important, I always feel, is the necessity for seeing 
that those who enter into the profession are qualified to do 
во, and this is stressed in your reports by the interest you 
take in your articled clerks. I am old enough to remember 
your local Society taking an interest in their articled clerks 
In the year 1910 . . . looking round the room tonight, and 
failing to recognize anyone at all who had the benefit of 
attending my lectures in 1912-13, 1 am compelled to think 
that they have been so successful as to retire.’ (Laughter). 

'The speaker had read with considerable interest the 
lectures which had been delivered during the summer 
course at Christ Church, Oxford. 

‘The lecture which interested me most was that on 
*mechanical' accounting. How is that going to be managed – 
by sending along a few tubes of cathode rays and magnetic 
drums? (Laughter.) 

‘I shall 1 forward to such a procedure with real dis- 
may because it would rob me of the one interview duri 
the year 1 look forward to — when stooges come along wi 
the accountants with a lot of figures in pencil for easy 
erasing (laugbter) and books, to talk about reserves and 
work in progress. (Laughter.) ` 

Replying to the toast, Mr Robson expressed his 
regret, and that of the Council of the Institute, at the 
retirement of Mr T. Fleming Birch, ¥.c.a., who had 
been a member of the Council for many years, and he 
thanked Mr Fleming Birch, for all the work that he 
had done on their behalf. Mr Robson also welcomed 
Mr E. C. Corton, Р.С.А., who was succeeding Mr 
Fleming Birch as a member of the Council. 


Problems of Individual Members 
of the Institute 


Mr Robson continued by stressing the increased 
functions of the Council and the purpose and value 
of the authoritative technical memoranda which the 
Council issues. He continued: 

‘Before I say more on this subject, I ought perhaps to 
emphasize that the Council does not undertake to provide 
any formal or organized advisory service to assist individual 
members in dealing with problems arising in specific cases. 
The Council's view is that the solution of particular 
problems must be a matter for individual thought and 
practice and that whilst it is desirable within the field of 
major principles for corporate thought to be brought to 
bear upon matters affecting the profession as a whole, it 
would not be desirable to undertake to determine in the 
Institute the application of general principles to particular 


cases. 

*] should, however, say that most, if not all of the district 
societies, have informal arrangements under which members 
of those societies can consult members of their committees 
privately on matters in regard to which they feel the need 
of outside advice on a confidential basis.' 


Valuation of Stock-in-Trade 


-Mr Robson concluded by stressing the ‘urgent need 


under present conditions for realism, commonsense 
and consistency in regard to the valuation of stock-in- 
trade’, on which subject the Institute Council made a 
recommendation as long ago as 1945. 


286 


_ ‘At that time there was а seller’s market and prices were 
rising; the need to çonsider writing down stocks because 
of recessions in demand was little in evidence. Today 
peo, eople are having to give serious attention to such matters. 
his emphasizes the importance of Recommendation X, 
as we call our recommendation on the valuation of stock- 
in-trade; I strongly commend it to you for reperusal. 
‘Time does not permit me to discuss it in detail, but I 
am sure you who are accountants in practice or in industry 
in an area where consumer goods are produced are well 
aware of the difficulties encountered by traders who 
honestly desire to pursue a proper accounting policy in 
regard to this matter. We must be prepared to give our 
advice, use our powers of persuasion and, if need be, state 
that we disapprove or have doubts about what is done. 
‘For that purpose we need a clear view ourselves, and I 
hope we shall keep it and transmit it to others, for stock 
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valuations are of paramount importance in the determination 
of profit or loss in most businesses. I am not going to offer 
any more advice on the subject tonigħt except to say this: 
whatever we do, we must set our faces steadfastly against 
the use of arbitrary practices such as the 5.А.5.0. method, 
where the trader shuts his eyes to principle and thinks of a 
number to suit his own desires without regard to consistency 
or what is true or fair. Along that road lie disaster, meaning- 
less accounts and eventual recrimination and trouble for 
all concerned.’ (Applause.) 

The toast of “The Guests’ was proposed: by Mr w. G. 
Fox, T.D., D.L., M.A, F.c.A Mr Staunton, replied: 
The chairman, Mr Rowley, concluded the evening 
by thanking Mr E. E. Dudley, A.C.A., the Hon: 
Secretary, for his work i in organizing so successful a 
dinner. 


THE INSTITUTE OF 
. COST AND WORKS ACCOUNTANTS 


Liverpool and District Branch Dinner and Dance. Nu: 


'The Liverpool and District Branch of the Institute of 
Cost and Works Accountants held their first annual 
dinner and dance at The Adelphi Hotel, Liverpool, on 
Saturday, February 28th. Mr Eric W. Hall, ¥.c.w.a., 
President of the Branch was in the chair, and with 
Mrs Margaret Fleming, Mr S. C. Tyrrell, F.C.W.A., 
F.LLA., President of the Institute of Cost and Works, 
Accountants, and Mrs Tyrrell, received the 202 
members and guests who attended. 

Among those present were Alderman Albert 
Morrow, J.P., Lord Mayor of Liverpool, and the Lady 
Mayoress, Mr Bertram Nelson, J.P., F.S.A.A., Vice- 
President of the Society of Incorporated Accountants 
and Auditors and Chairman, Liverpool Chamber of 
Commerce, Sir Harry Pilkington, J.P., Chairman, 
‘Pilkington Bros Ltd, and Lady Pilkington, Мг С.А. S. 
Nairn, M.B.E., Chairman, Lever Bros Ltd, and Mrs 
Nairn, and 
* Mrs J. Ainsworth; Mr S. J. D. Berger, Mos F.C.I.S. 
(Director of the Institute) and Mrs Berger; Mr "Norman 
Bibby (Director, J. Bibby, and Sons Limited) and Mrs 
Bibby; Mr. A.. R. Burnett-Hurst, . M.8c.(RCON.)," F.8.8. 
(утара, Liverpool College of Commerce) and Mrs Burnett- 


Mr H.. Clow, F.C.L8, (Chairman, Liverpool Branch of 

Chartered Institute of Secretaries) and Mrs Clow; Mr S. W. 
Hanscombe, M.B.E., AS.A.A. (President, Incorporated 
‘Accountants District Society of Liverpool) and Mrs 
Hanscombe; Mr W. P. Scowcroft, a.c:a. (Vice-President, 
Liverpool and District Society of "Chartered Accountants) 
and Mrs Scowcroft; Mr J. Shellard, a.a.c.c.a. (Liverpool 
and District Society, Association of Certified- and. Corporate 
Accountants) and Ма Shellard. 
' The toast of ‘The City of Liverpool’ was proposed 
by Mr Bertram Nelson, who likened Liverpool to a 
balance sheet, with fixed assets portraying the City 
of Liverpool, current assets constituting the Institute 
of Cost and Works Accountants, and miscellaneous 
assets portraying goodwill. 

Alderman Morrow replied to the toast. 

- The toast of “The Institute of Cost and Works 
Accountants’ was proposed by Sir Harry Pilkington, 
J-P., who said that members of the Institute were 
performing a very useful purpose. 

Speaking as an industrialist, Sir-Harry Pilkington 


stressed that it was necessary to know accurately and 
in advance what one’s costs were. One of the most 
important things facing this country today, if we were 
to continue to support fifty million people, was: ‘to 
maintain productivity to the utmost, to avoid waste of 
employment, eliminate double handling of goods, and 
ensure full employment of plant and buildings. In this, 
management accountants of one kind or another 
could play a large part in reducing costs at a time 
when wages were going up. Р 

In the course of his reply, Mr Tyrrell said: 

‘This year has been a momentous one in Institute 
affairs; no doubt your Branch President, Mr Hall, kept you 
informed of the careful. deliberations which preceded the 
lauriching of the scheme for the new Fellowship in Manage- 
ment Accounting. The reactions of industry and the kindred 
professions have been all that we could rightfully expect 
and more than most of us hoped for. Our prestige as а 
professional body, which’ has been deservedly accorded 
after three decades of meticulous attention to ethical 
standards, has borne fruit insomuch as the kindred 
professional bodies have for the most part adopted an 
attitude of reserve without any trace of hostility, whilst 
industry as a whole has given the project'a warm welcome. 

‘Both these attitudes place us under a heavy obligation. 
Ав regards the kindred societies we have to prove by deeds 
and actions that we are not only qualified to apply a pro- 
fessional test to’ the would-be or practising management 
'aécountant but that nothing will tempt us to lower the hi 

standard which we regard as the essential feature of 
Fellowship scheme. As regards the industrialist we have to 
demonstrate that the faith displayed in our ability to hall- 
mark the management accountant is well founded, and by 
advancement in technique, plus application to research we 
must enhance further the good opinion зо far accorded to us 
by higher management in industry and commerce.’ 

The toast of ‘Our Guests’ was proposed by Mr Hall 
who paid a warm tribute to Mr S. J. D. Berger, M.C., 
Е.С.1.8., for his tireless work as Director of The 
Institute for over twenty-five years. Mr G. А. 5. 
Naim, M.B.E., replied. | 

А delightful evening санои а with dad to the 
music of Billy Moss and his band until 11.45 p.m., 
when the chairman, Mr Hall, thanked the Honorary 
Secretary, Мг К. D. Hughes, F.c.w.a., A.A.C.C.A., 
A.C.LS., for all his hard work and fine organization. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


New Counci MEMBERS 


Mr Douglas A. Clarke, LL.B., F.c.A., a partner in the 
firm of Messrs Pannell, Crewdson and Hardy, and 
Mr E. F. G. Whinney, M.A., F.C.A.. Senior partner in 
the firm of Messrs Whinney, Smith and Whinney, 
were elected members of the Council of the Institute 
at the meeting held last Wednesday. 


'The Institute of Chartered Accountants in 
Ireland 


The next Intermediate and Final Examinations of 
the Institute of Chartered Accountants in Ireland 
will be held on May 19th, 2oth, 21st and 22nd, 1953, 
in Dublin and Belfast. 

Intending candidates should send in their applica- 
tions on or before April 1st, 1953. Forms of application 
. ean be obtained from the Secretary, 7 Fitzwilliam 
Place, Dublin. > 


The Incorporated аео 
Research Committee 


REPORT FOR 1952 


The recently published 1952 report of. The Incor- 
porated Accountants’ Research Committee records 
another year’s progress, with a change in the chair- 
manship for the first time in ten years. Mr Bertram 
Nelson, J.P., F.S.A.A., Vice-President of the Society 
and a founder member. of the Research Committee, 
retired as chairman in June after holding office since 
1942. He is, however, remaining as a member and the 
Committee will therefore continue to have the 
; benefit of his counsel and -guidance. It is no small 
tribute to Mr Nelson that the report comments: 

‘there can be little question that the progress made by the 

Research Committee during the past ten years owes 

everything to his constancy of purpose.’ 

The new chairman is Mr Е. Sewell Bray, F.c.a., 
Е.5.А.А., a senior Nuffield Research Fellow іп the 
Department of Applied Economics of Cambridge 
University. Readers will recall that Mr Bray was 
recently appointed Stamp-Martin: Professor of 
Accounting, being the first occupant of the new 
research chair of accounting, tenable at Incorporated 
Accountants’ Hall, which has among its purposes 
the strengthening of the links а research and 
practical work. 

Durin 
produced two booklets in the ‘Practice Notes’ series, 


the year under review the Committee | 


one entitled The valuation of goodwill and the other 
The appointment and remuneration of auditors under 
the Companies Act of 1948. Work continued on the 
preparation of an international register of research 
in accounting and cognate subjects and the first 
issue of a series — in which will be noted about a 
hundred projects in progress in universities and by 
accounting bodies througbout the world — is expected 
to be published this year. Reports on accounting 
ratios (showing a 'significant relationship between 
items in company accounts’) and on the Committee’s 
joint study with other interested bodies on local 
government accounts are also anticipated during 1953. 

The preparation of a manual on costing for the 

idance of manufacturers in the boot and shoe 
industry progressed during 1952 and it is hoped that 
a publication will be issued at the end of this year. 
Other matters which received the attention of the 
Committee during 1952 and on which. investigation 
is proceeding include: fraud in accounts, small 
business accounts, periodical statements and returns, 


` internal auditing, and costing im an accountants’ 


office. А new subject in which it is hoped, in due 
course, to begin 'an extensive inquiry' is the сна 
of income taxation on the national economy. 


Liverpool and Manchester Students' 
Residential Courses ` 


'The education and joint tuition committees of the 
Liverpool and Manchester Societies of Chartered 
Accountants are holding their eighth joint residential 
courses for students, at Burton Manor, Burton, Wirral, 
from Monday, March 23rd to Friday, March 27th.. 
: The courses are open to both Intermediate and 
Final students (there will be separate programmes 
for each group) who are in the offices of members of 
the Institute within the areas of the Liverpool and 
Manchester Societies (including their branches and 
sub-branches), although as there are only thirty places 
on each course, priority will be given to candidates 
sXting the examinations in May and to those who 
are unable to attend Saturday morning lectures. 

The procedure of having lectures, followed by 
discussions in groups with further sessions dealing 
with questions from the groups, will be followed for 
all major subjects. The charge to students will be 
£5 5s od; board and accommodation accounting for 
43 ros od and the lectures £rigsod. ` 

It is a point of interest that over 500 students in 
all have attended the previous courses. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victorla 2002 (3 lines) 


VALUERS AND ASSESSORS 
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Our Weekly Problem 
No. бо: THE RAINBOW-MIXTURE CaSH-BOOK 


Mr L. U. Sidate was admiring a green cash-book 
used by the cashier of Cats Cradles Ltd. The cashier 
explained that they bought cash-books in quantity as 
it was cheaper. They were all the same except that 
each was a different colour. They had used up the 
red, the blue and the yellow and 57 folios of the green. 

‘How long will they last? inquired Mr Sidate. 
The cashier jotted down some ў 

‘Including the rest of this book there are 1,000 
folios left which should keep us going until the end 
of 1954’, he said. 

‘After that I suppose it would have to be a rain- 
bow mixture’, commented Mr Sidate. 

How many cash-books did Cats Cradles Ltd buy at 
once? 

The answer will be published next week. 


| Answer TO Мо. 59: THE SYMMETRICALLY-MINDED 


KrrcHen Mam 
The number of oranges in a triangular pyramid would be: 
І row e000IST 5 rows .. 35 
27098 .. .4' 6 , 86 
3 » 10: 7 » :. 84 
8 , 120 


4 » .. 20 .. 

The original pyramids had 8 rows and 7 rows; 64 oranges 
were taken from each, leaving 56 and 20 oranges which 
were built up into two new pyramids of 6 rows and 4 rows. 
There were thus 128 patients. 


TWENTY-FIVE YEARS AGO 
From Фђе Accountant or MARCH 10TH, 1928 
The opening paragraph of the leading article: 
Qualification in Auditors’ Reports 
The lecture by Mr. Russell Kettle, F.C.A., under the 
above title, which we reproduce in this issue, was 
addressed to students, but will probably come closer 
home to those who are bearing the actual weight of 


professional responsibility. One of the peculiar | 


features of accountancy is the infinite variety which 
its practical problems assume. On the other hand, the 
result of an auditor's labours has to be set out within 
the four corners of a semi-stereotyped form; the 
manner in which that form is used, moreover, must 
pay due regard to the relative position in company 
organisation of the directors and the auditors. In 
: these circumstances the idea conceived by Mr. 
Kettle is excellent, and he has carried it into execution 
with commendable skill after what must have been a 
period of careful and watchful preparation. It would 
not be easy, we think, to collect another series of 
some sixty odd qualified reports better calculated to 
illustrate the points which Mr. Kettle had іп mind. 
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SEVENTY-FIVE YEARS AGO 
From Фђе Accountant оғ MARCH org, 1878 
Bankruptcy and Common Law 

А very curious case, described, indeed, as being 
without precedent, has recently been heard in the 
High Court of Justice. A liquidating debtor brought 
an action against the trustee of his estate for mal: 
iciously preventing the plaintiff obtaining his dis- 
charge, and for fraudulently retaining his property. 
Mr. Hahn, the debtor, stated that he had paid an 
agreed upon composition, but that he could not get 
his discharge owing to the persistent opposition of 
the defendant, whom he' moreover charged with 
retaining large sums of money that did not belong 
to him. 'The defendant denied these allegations, and 
asked to have the proceedings set aside or stayed, on 
the ground that they were not within the jurisdiction 
of the High Court, having been instituted without 
the leave of the Court of Bankruptcy. A most difficult 
question was thus raised. Can a debtor maintain 
an action against his trustee for wrong sustained 
quite independently of the proceedings in the Bank- 
ruptcy Court? Both Mr. Justice Mellor and Mr. 
Justice Manisty declared that he could. “Suppose, 
for instance," said the former, “а trustee knocked 
his debtor down or libelled him as a trader, could 
he not maintain an action for it? Whatever may have 
been thought before, the answer must now be given, 
and rightly too, to our thinking, in the affirmative. 
The action, therefore, will proceed on its own merits, 
quite apart from the Bankruptcy Court, which has 
nothing to do with such cases of complaint." Of 
course it is still open to the defendant to show that 
the plaintiff is in the wrong; but should he not 
succeed in doing this, he will find himself in an 
uncomfortable position. 
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ESTABLISHED 1874 
VOL. CXXVIII NO. 4082 


CRABBED AGE AND YOUTH 


NY young man on the threshold of his career is entitled to 
expect two things of the life that lies ahead of him. ‘The 
first is that character and ability should be the sole criteria 

in his entry to, and subsequent progress in, the profession of his 
choice. The second is that, having faithfully upheld the standards 
of that profession throughout his active career, he should be 
reasonably assured of a retirement free from financial worries. 


As reported on another page, Ме T. B. Rosson, M.B.E., M.A., 
F.C.A., President of The Institute of Chartered Accountants in 
England and Wales, made reference to both these expectations in 
his speech at the dinner of The Sheffield and District Society of 
Chartered Accountants held on Friday of last week. It is good to 
have his assurances — although none, in fact, were needed by those 
familiar with the ideals of the Institute — that any fluctuations in 
the percentage of passes at the Final examination are due to the 
ebb and flow of the candidates’ collective abilities and that the 
standard of efficiency demanded by the Council is as immutable 
as tide levels engraved on a harbour tide-mark. The making of a 
chartered accountant, as the PRESIDENT points out, calls for careful 
selection on the part of the principal and determined application 
on the part of the clerk, and it is only by the closer observance of 
these obligations by both parties that the percentage of examination 


passes may be expected, under normal conditions, to improve. 


Mr Rosson’s complementary remarks on the difficulties which 


` beset the self-employed person trying to provide for his old age 


have received well-merited publicity in the Press. There is no 
possible justification for the anomalies which the existing company 
and taxation laws have created among members of the community 
of otherwise equal standing. The arguments in favour of imme- 
diate reform are overwhelming and it is to be hoped that the 
Millard ‘Tucker Committee — which for considerably more than 
two years now has been deliberating on the question of retirement 
in relation to taxation law – will be able to produce, in time for 
the Budget on April 14th, some scheme more compatible with the 
reputation for justice and equality which our fiscal system, with 
all its faults, enjoys. All that is needed is an arrangement to 
ensure that the person who has the courage and initiative to work 
on his own account will be no worse off than his contemporaries 
sheltering, in one way or another, beneath the framework of the 
limited company umbrella. If no such relief is forthcoming, then 
the professions and trades which are still islands of independence 
in an increasingly -gregarious community, may soon become an 
economic impossibility for the young man on the threshold of his 
career whose sole attributes are character and ability. 
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INTERNATIONAL AUDITING PRACTICE 


E reproduce elsewhere in this: issue 
\ X j the address on ‘International auditing 
practice’ delivered recently at a meeting 
of the London and District Society of Chartered 
Accountants by.Mr J. Kraayenhof, a past Presi- 
dent of the Netherlands Institute of Accountants. 
The address provides an opportunity of viewing 
auditing practice in this country against an 
international background. Mr Kraayenhof speaks 
out of an extensive personal experience of 
accountancy and auditing, not only in his own 
country where he has personally contributed 
to the development of the profession, but also in 
other countries. He is a keen observer of the 
professional accountant’s work, which he inter- 
prets with thoroughness and insight. 
. Asa result of his experience of the consolidation 
of accounts prepared and audited in all parts of 
the world, Mr Kraayenhof makes a plea, sus- 
tained throughout his address, for a greater 
international understanding between account- 
ants — particularly between. accountants in 
‘countries which ‘have reached a comparable 


professional level’. With this purpose in mind he . 


has chosen for comparison four countries, the 
United Kingdom, the United States of America, 
Germany, and the Netherlands, and from an 
examination of the auditor’s approach, duties, 
practice and method of reporting on annual 
accounts in each of these countries he derives 
support for his verdict that there is a notable 
absence of uniformity. _ 

The speaker recognizes the importance at- 
tributed in Great Britain to judicial decisions 
and in the United States to the requirements of 
the Securities and Exchange Commission; in 
Germany the banks have drawn up instructions 
for auditors to use when auditing the accounts 
of their customers and these instructions have 
been adopted by the German profession. In 
Holland, the profession owes a great debt to 
Professor Limperg for the evolution of an audit 
doctrine under which the audit should depend 
less on the client’s instructions, which should 
diminish in importance, while the objective 
public duty of the auditor increased. At the 
International Accountants’ Congress in 1926, 
Professor Limperg enunciated the basic principle 


(see page 300 of this issue). 

The standard wordings of the certificates in 
the various countries differ more in form than in 
essence. In Great Britain the auditor must state 
whether the accounts give a ‘true and fair view 
of the state of a company’s affairs and of the 
profit or loss for the year; in the United States 
of America, he is required to state whether the 
accounts present fairly the financial position of a 
company and the results of its operations for the 
year, in conformity with generally accepted 
accounting principles and on a basis consistent 
with that of the previous year; and in Germany 
whether the accounts comply with the statutory 
regulations. In the Netherlands, it is interesting 
to note, certification is often given by the auditor 
merely signing the accounts, and he may more- 
over have responsibility to creditors and bankers. 


On the subject of education, Mr Kraayenhof 
provides a short comparative survey. The system 
of articles of the English Institute is not adopted 
in the three other countries. In the United States 
the number of college graduates is increasing; in 
Germany there is a deferment of full qualification 
until the age of thirty, while in Holland the 
present method of continuous part-time study 
over a period of eleven years must also result in 
а minimum age not far short of thirty before 
final qualification. 

Mr Kraayenhof’s careful analysis of practice 
in the four countries, fairly establishes his case 
that here again there is an absence of uniformity, 
It is at least reassuring that though a divergence 
of views exists, there appears to be no evidence 
of fundamental differences of outlook and belief, 
which would make impracticable any advance 
towards a greater common understanding. The 
four countries mentioned are all heirs of ¢ 
common western European tradition. In each. 
accounting origins are derived largely from the 
same sources though developed by national skil: 
and character, being cross-fertilized by ideas anc 
techniques from other countries. 

Against this long tradition of accounting. 
public auditing has generally had a more recent 
history and has taken different forms in ordei 
to meet local and national needs. T'he coming year: 
will bring changes in all countries and there woulc 
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be real advantage to each, if by taking thought, 
it were possible to promote greater consistency 
of aims and practice in each of the four countries. 
| While recognizing the value of international 
congresses in widening the knowledge of the 
problems which arise in various countries, 
Mr Kraayenhof believes that in the first place 
progress towards greater common working can 
best be achieved by informal discussions between 
members of the profession in the four countries. 

At a special general meeting of the members of 
‘The Institute of Chartered Accountants in 
England and Wales, held on November 2nd, 1949, 
Sir Russell Kettle, F.C.4., then President, referred 
to the possibility of visits to oversea countries — 
particularly North America-to examine and 
report on methods, practices and principles.! 
‘Since then there has been experience of the 
difficulties facing parties visiting foreign countries 
to observe and report on prevailing methods. 





Eleventh Schedule, Paragraph 4: 

Valuation of Transferor's Assets 
S already stated, assets of the transferor not 

taken over have to be valued. In the case 

of assets in respect of which capital 
allowances are granted, paragraph 4 (a) provides 
for an arbitrary valuation by reference, broadly 
speaking, to the unallowed expenditure. The 
precise basis is set out in a table to paragraph 4, 
which table, with the necessary slight amend- 
ments, is in the same terms as the table in the 
‘Tenth Schedule, which is reproduced on page 171 
of our issue of February 14th last. 

Where assets of the classes indicated in the 
'table are included in the transfer, paragraph 4 (5) 
'provides, as a corollary to paragraph 4 (a), that 
‘the assets shall be deemed to have been sold at 
the arbitrary figures laid down, and accordingly 
profits, losses, and undistributed profits of the 
transferor, the transferee, and their respective 
‘successors in title are to be computed on that 
assumption. It will be observed that paragraph 4 
(b) affects not only standard profits but also the 
'computation of chargeable profits. 


. Section 47 (3): Transfers by Individuals 
|The foregoing provisions of Section 47 and the 
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If such tours are not to be unduly prolonged, 
the organizations visited must be carefully 
selected; the possibility of ‘window-dressing’ 
to impress visitors should not be overlooked, 
and it may be that the informal discussions 
suggested by Mr Kraayenhof would produce 
more dependable information. Such discussions 
would undoubtedly help each country to under- 
stand the others and to obtain the benefit of fresh 
thoughts and ideas in solving its own problems. 
The chief immediate benefit of these discussions 
would be the ascertainment of the aims and 
methods of auditors in each of the four countries, 
and the dissemination of this information; but 
there would also arise a greater understanding of 
national character with a resulting greater 
confidence in the reports made and opinions 
expressed by auditors of other countries. 


1 The Accountant November 19th, 1949, page 551. 


-XXXVI 


Eleventh Schedule apply to transfers between 
companies (in the extended sense). Section 47 (3) 
extends them with modifications to a transfer, after 
January 1st, 1947, of a whole business by one or 
more individuals to a company, provided the 
company so elects. The election provisions in 
Section 47 (4) (5) apply. They were dealt with in 
The Accountant, February 28th, 1953, at page 236. 

The right to elect only arises where the trans- 
feree company (presumably at the date of trans- 
fer) is in the control of one or more 9r the 
following persons: 


(а) the individual(s) making the transfer; 

(b) any individual who carried on the business 
(alone or in partnership) at any time before 
the transfer; . 

(c) the spouses, children, brothers and sisters 
of the iridividuals in (а) and (5); and 

(d)if any of the persons in (b) and (с) are 
deceased, their personal representative and 
their beneficiaries. 

‘Control’ is defined in Section 66. 

In the case of a deceased person, ‘spouse’ means 


the person who was his spouse immediately 
before his death. ‘Child’ includes a step-child, 
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adopted child, or illegitimate child. ‘Brother’ and 
‘sister’ includes half-brothers and half-sisters. 
For the purposes: of (5) ап individual on whose 
. behalf the business is carried on is deemed also 


to carry it on. 


Paragraph 6: Modifications of Eleventh 
Schedule where Transferors are Individuals 
Withdrawals of profit and of capital are much 
more informal and flexible in the case of indi- 
vidual traders and partnerships than in the case 
of companies. Moreover, some drawings will 
represent reasonable remuneration which is 
nevertheless disallowed for income-tax purposes. 
The Eleventh Schedule provisions dealing with 
distributions and issues and repayments of 
capital clearly require modification for the pur- 
pose of computing the adjusted standard profits 
of a business transferred by an individual or 
firm. However, the draftsman has abandoned 
the task of laying down detailed modifications. 
Instead he lays down rules for the deduction of 
notional remuneration and, for the rest, he in 
effect leaves it to the discretion of the Inland 
Revenue to decide what is the transferor's 
standard in each individual case. Paragraph 6 
provides for the following ‘modifications’ of the 

Eleventh Schedule: 

(a) drawings before the transfer to be dis- 
regarded; 

(b) deductions to be made of the maximum 
amounts which would be permissible for 
remuneration if the persons carrying on the 
business were directors of a controlled 
company carrying on the business; 

(c) notional distributions and issues and re- 
payments of capital to be laid down by the 
Inland Revenue or, on аррар the Special 
Commissioners; 

(4) such other modifications, if any, as the 
Inland Revenue or, on appeal, the Special 
Commissioners may determine. 


Eleventh Schedule, Paragraph 5: Appeals 
Paragraph 5 (x) allows any person aggrieved by 
an apportionment under the Eleventh Schedule to 
appeal to the Special Commissioners. Any other 
persons ‘affected’ can appear and be heard. They, 
like the appellant, will be bound by the decision 
(paragraph 5 (2)) subject to a case stated on a 
point of law. The general provisions as to appeal 
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apply, and they will be dealt with ina subsequent 
article. 

Section 48 (iii): Transfer to Newly Formed 

Company in Common Control 

The provisions for the transfer of standard under 
Section: 47, dealt with above, are confined to cases 
where the transferred business was commenced 
before 1949. Section 48 (iii) extends those pro- 
visions to businesses whenever commenced (i.e. 
even where the business was begun after 1948) 
provided that the conditions laid down by Section 
48 are complied with. These conditions are: 

(а) a company transfers its whole (or sub- 
stantially the whole) business as a going 
concern after January ‘1st, 1952, to a 
company which has not previously carried 

' on any business; 

(b) the transferor suffers a break in continuity 
for deficiency relief purposes (this is almost 
certain to be the case; see Section 42 (5) 
and The Accountant, December 27th, 1952, 
page 756); 

(c) the two companies are in common control 
at the time of the transfer (for the meaning 
of ‘common control’ see Section 66 and 
The Accountant, November 29th, 1952, 
page 63 1); and 

(d) there is no substantial alteration in the 
character of the transferred business in the 
twelve months after the transfer. "This 
requirement would in any case apply for 
transferred standard purposes but it is 
repeated here as a condition precedent to 
the application of other provisions of 
Section 48. 

Since common control at the time of the 
transfer is a prerequisite for the application of 
Section 48, it follows that the right to opt out of 
Section 47 (1) cannot arise; the Eleventh Schedule 
will apply independently of any election (see The 
Accountant, February 21st, 1953, page 202). 
Section 47 (2) dealing with the transfer of part 
of a business, cannot in any case, apply. (Section 
48 (a). 

Section 48 (iv) gives the Inland Revenue 
power, where the transfer falls within the trans- 
feror's chargeable accounting period, to direct 
that the broken periods before and after the 
transfer. be treated as separate chargeable 
accounting periods. 

(To be continued.) 
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BEGINNING AND END OF A BUSINESS 


by SIDNEY I. SIMON 


to the problem for taxation purposes of 

when a business begins and. when it ends. 
With the mechanics of the commencing and 
ceasing provisions we shall not be concerned. 
Weird and wonderful as they are, with the second 
and third year option available to the taxpayer 
under Section 129, Income Tax Act, 1952, and 
the penultimate year adjustment available to the 
Revenue under Section 130 of that Act, they have 
become almost routine to a practising accountant. 
As the assessment for the first year is based on 
the profits from date of commencement to the 
following April sth, and as the assessment for 
the last year is based on the profits from the date 
of cessation to the preceding April 6th, it is 
obviously a matter of importance to determine 
exactly when those commencing and ceasing 
dates occur. It will be remembered that when 
profits have to be apportioned, the apportion- 
ment must be a time basis (Section 155, Income 
Tax Act, 1952). 


Excess Profits Duty Cases 

There were three relevant cases arising out of 
the excess profits duty imposed during the First 
World War. In Cannop Coal Co Ltd v. C.I.R. 
([1918] 12 T.C. 31) the company was formed 
in 1906 for the purpose of mining coal in the 
Forest of Dean. In the same year the sinking 
of the pits was commenced but it was not com- 
pleted until 1911. Meanwhile, in 1908, a drift 
was made in the hillside, but communicating 
underground with the pit workings, to obtain 
coal for the pit-sinking machinery. The drift 
yielded more coal than was required for this 
purpose, and a substantial surplus of such coal 
was sold at a profit. The business was held to 
have commenced in 1908. 

The second case, Sutherland v. C.I.R. ([1918] 
12 T.C. 63) concerned a steam-drifter which 
was engaged in herring fishing. It was taken 
over compulsorily by the Admiralty and hire 
was paid. It was held that this hiring did not 
commence a new business, but was a continued 
employment of the ship for gain. 

Тће third case, Birmingham and District 


Г: is proposed in this article to setk ап answer 


Cattle By-products Co Ltd v. C.I.R. ([1919] 





12 T.C. 92) is that which is usually quoted. 
The company was incorporated on June 2oth, 


1913. The directors arranged for the erection: 


of works and the purchase of plant and machin- 


ery, and entered into agreements about the 
purchase of products to be used in the business 
and the sale of such finished products. On 
October 6th, 1913, the installation of the plant 
and machinery being completed, the company 
commenced to receive raw materials for the 
purpose of manufacture into finished products. 
The minutes stated that the company com- 
menced business in October 1913. 

The General Commissioners, whose decision 
was upheld by Rowlatt, J., decided that trading 
commenced on October 6th, 1913, and not as 
the company contended on June 2oth, 1913. 
The learned judge did not in the least hold the 
coinpany as bound by the minutes for the pur- 
pose of deciding when the business commenced, 
as he wanted to look at the substance of the 
matter. He distinguished between preparing to 
commence a business, and its actual commence- 
ment. Thus: 

‘If you go and look at other businesses to see 
how you will conduct your business when you 
set it up, you are preparing to commence business, 
but you are not commencing business. Then they 
entered into a contract for the erection of works, 
which works were duly erected in July 1913. 
That again is preparatory. The company were 
occupying themselves with activities within their 
powers, of course; they were living their life; but 
they had not yet begun to conduct their trade or 
business. Then they purchased machinery and 
plant for carrying on the business. That was 
getting ready. Then they entered into agreements 
for the purchase of products . . . but no materials 
came in, nor were any sausage skins made from 
June 2oth. They waited, and I suppose in October 
. .. having looked round and having got their 
machinery and plant, and having ајво employed 
their foreman, and having got their works erected 
and generally got everything ready, then they 
began to take the raw materials and to turn out 
their product.’ 

The test when trading commences is this: 
When do the principal assets commence to be 
worked? For example, when does a shopkeeper 
open his shop and expose his. goods for sale? 
Or when does a manufacturing concern com- 
mence to manufacture? The exact date will be a 
question of fact for the determination, if neces- 
sary, of the General or Special Commissioners 
on appeal. 


Residence _ Ete 
A business may have been outside the orbit of 
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United Kingdom taxation because it has been 
non-resident. If later the profits do become 
chargeable to United Kingdom tax, because 
owing to the control being transferred here, or 
for any other reason the business becomes 
resident in the United Kingdom, the mere fact 
that it first becomes chargeable to tax in a par- 
ticular year does not mean that it ‘has been set 
up and commenced’ in that year (see Section 128, 
Income Тах Act, 1952). So much is clear from 
the, decision in Fry v. Burma Corporation Lid 
((1930] 9 A. T.C. 34; 15 T.C. 113). There the 
control of the company was removed from 
Burma to London, and the Revenue failed in its 
attempt to apply commencing provisions in the 
year when the company first became resident in 
the United Kingdom. As to the words ‘set up 
and commenced’ in Rule 1, Cases I and II, 
Schedule D, Income Tax Act, 1918, now Sec- 
tion 128, Income Tax Act, 1952, Lord Warring- 
ton of Clyffe in the House of Lords had this to 
say (15 Т.С., at page 142). 

‘I feel great difficulty in coming to the con- 
clusion that "set up and commenced" means 
aa within the orbit of taxation, or in reading 

in this context as meaning the trade now 
for the first time brought under the operation of 
Case I or similar words. The trade has not altered 
its character. . . . The Attorney-General says the 
trade must mean the trade now controlled in this 
country, and he says you must read "trade" 
throughout as if it “had been qualified by some 
such words as “home” or “controlled in this 
country”. I cannot adopt this view. The Legisla- 
ture has employed a well-known business expres- 
sion “‘trade set up and commenced”, and I think 
these words must have their ordinary business 
meaning.’ 
Pre-registration Profits 
It has been seen that the date of registration of a 
company, i.e. the date it acquires a legal existence, 
is:not necessarily the date on which business 
commences. If trading took place before the 
company was incorporated, clearly the company 
cannot be assessed on any profits which may 
have arisen. What the Revenue do is to assess 
those profits on the promoters or directors 
personally, and the form of the assessment is 
usually: ‘X. апа У. – Pre-registration profits of 
X.Y. Ltd’. 


New Business or Extension? 
If one person succeeds to the business of another, 
the commencing provisions must be applied to 
the successor. The difficulty has lain in the word 
‘succeeds’. Although the interpretation and impli- 
cations of a succession are outside the scope of 
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this article, it is pertinent to consider a trader 
who opens fresh premises without ‘succeeding’ 
to any business there. For example, he may take 
over an empty shop or he may take over premises 
previously used for selling ironmongery, and 
proceed to trade there as a grocer in which 
business he is already trading elsewhere. The 
question is whether he has started a new business 
or extended his old one? The answer is one of. 
fact for the decision of the General or Special 
Commissioners. Lines of inquiry would seem · 
to be: 

(5) Is the buying of stock or the determination 

of prices centralized? 

(ii) Is stock transferred between the premises 

as required? 

(iii) Is staff interchangeable? 

(iv) Were the fresh premises opened to suit 

the convenience of existing customers? 

Now while no one of these is conclusive it is 
considered that if the answers to all the questions 
is ‘yes’, a claim that there has been no more than 
an extension of the business seems well-founded. 
It need hardly be said that the claim need not 
necessarily fail if the answers to one or more of 
the questions is ‘no’. 

Whether the trader will argue for new business 
treatment or not, will depend on the facts. If 
the fresh premises produce a profit he will be 
anxious to avoid commencing provisions. On 
the other hand, if they show a loss, he may be 
equally anxious to secure the highly advantageous 
benefits of Section 142, Income Tax Act, 1952 
(formerly Rule 13, Cases I and II, Schedule D, 
Income Tax Act, 1918). Under that section, 
relief in respect of the same loss in a new business 
may be obtained practically three times! 


Cessation 
There are more ways than one of bringing a 
business to an end. 

‘A trader who wishes to retire from business 
may wind up his business in several ways: he 
may sell his concern as a going concern, or he may 
auction off his stock. But there is another way 
quite as effectual, and that is by continuing to 
carry on his business in the ordinary way, but 
not replenishing his stock which he has accumu- 
lated as it is sold. Then he will leave himself with 
no stock, and therefore he can retire from business. 
But the fact that he realizes his stock in the process 
of carrying on the trade as he has hitherto done 
will effectuate both purposes.’ 

said Lord Atkinson in ў. and R. O' Kane & Со v. 
C.I.R. ([1922] 1 A.T.C. 55; 12 Т.С. 303, 349). 
Early in 1916 the firm issued a circular saying 
they were going to retire. They took delivery of 
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stock under existing contracts but made no new 
contracts. In 1916 there were a few sales to cus- 
tomers, and in 1917 practically the whole stock 
was sold. The finding of the Special Commis- 
sioners that trading had continued during the 
whole of 1917 was upheld. 

And in Hillerns and Fowler 9. Murray ([1932] 
II A.T.C. 31; 17 T.C. 77) the agreement by 
. which the firm was constituted expired on 
March 31st, 1926, at which date the dissolution 
of the firm was announced to customers. At 
that time the firm held certain stock under 
earlier purchase contracts. The stock thus held 
and acquired was delivered to customers in 
fulfilment of contracts made before but due for 
fulfilment after March 31st, 1926. No new con- 
tract was made after March 31st, 1926. The 
Court of Appeal upheld the Special Commis- 
sioners’ decision that the firm was trading after 
March 31st, 1926. 

In both these cases, although the persons by 
whom the businesses had been carried on 
throughout took steps to wind-up their business, 
subsequent activities in each case were such as 
to warrant a finding that the business had con- 
tinued. Whether or not a business has ceased is 
really a question of fact, although the decision 
of the Commissioners may be overruled if they 
fail to draw the correct conclusion from the facts. 


Dormant Concerns 

Two cases concerning dormant concerns illustrate 
such an overruling. Тће Merchiston Steamship 
Co - the appellants in Merchiston Steamship Co 
Ltd v. Turner ([1910] 5 T.C. 520), under its 
memorandum of association could only own one 
ship at a time. On the loss or disposal of such a 
ship the company was empowered to acquire 
and trade with another ship. The first ship was 
owned from October 19o1 to April 1906, when 
it was lost. The company did not own a ship 
from April 1906 to October 1906 when it acquired 
its second ship with which it traded. The decision 
of the General Cornmissioners that one business 
ceased in April 1906 and another commenced 
in October 1906 was reversed by the Court which 
held that there was one business throughout. 
Bray, J., said (p. 528): 

‘I can only say with regard to the finding of the 
Commissioners that it seems to be based entirely 
upon a misapprehension, and therefore I cannot 
look upon their finding as a distinct finding upon a 
question of fact, upon which there is no appeal. 
l think I have all the facts before me and can 
determine what is the proper conclusion of law 
to be drawn from them.’ 
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In Kirk and Randall Ltd v. Dunn ([1924] 
3 A.T.C, 185; 8 Т.С. 663) the company was 
formed in 1912 to take over the business of à 
firm of contractors. ЈЕ completed the contracts 
taken over but obtained no new contracts. The 
business premises were sold to the War Office in 
December 1914 and for the next five years the 
company had neither works nor plant. However, 
attempts were made to obtain contracts, meetings 
were held, and salaries, fees and expenses were 
paid. In 1920 new capital was raised and active 
business started. Reversing the decision of the 
Special Commissioners, Rowlatt, J., held that 
there was no discontinuance of trade in 1914, 
and that the question was one of law as the facts 
did not bring the company within the new 
business provisions. He thought it quite un- 
arguable that the company began business in 
1920 merely because, for the first time, someone 
yielded to their solicitations for a contract. The 
same class of business was being solicited and 
they had succeeded in getting some. 

` бо that a decline in business activity does not 

necessarily mean that the business has ceased. 
As Lord Sumner put it in СЛЕ. v. South Behar 
Railway Co Ltd ([1925] 4 A.T.C. 139; 12 T.C. 
657, 712): 

.. ‘Business is not confined to being busy; in many 

businesses long intervals of inactivity occur.’ 

But there is a distinction between a suspension 
of activity through force of circumstances and 
the abandonment of the principal object for 
which a trading company was formed (Morning 
Post Ltd v. George ([1940] 19 A.T.C. 428; 
23 T.C. 514). 


Part of a Business 

If a part of a business is given up, cessation 
provisions are not applied even though that 
"рате may have had commencing provisions 
applied to it when it was started. It is emphasized 
that there need be no consistency in the treat- 
ment of the opening and closing of the 'part' in 
question. But it must be remembered that the 
‘part’ which has ceased may be a separate 
business, e.g. see Howden Boiler and Armaments 
Co Ltd v. Stewart ([1924] 4 A. T.C. 129; 9 T.C. 
205)— one business only; Scales v. George 
Thompson & Co Lid ([1927] 6 A.T.C. 960; 
13 T.C. 83) – two businesses one of which had 
ceased; and H. and G. Kinemas Ltd v. Cook 
([1933] 12 A.T.C. 300; 18 Т.С. x16) – separate 
businesses. | l 


Executors 
Executors who wish to ensure а complete cessa- 
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tion of the trade at the date of death of the 
deceased, especially as regards sales of land, 
must move warily. In Marshalls Executors, 
Hood's Executors and Rogers v. Joly ([1936] 
15 A.T.C. 157; 20 Т.С. 256), although the 
activities subsequent to the date of death were 
almost precisely the same as before, the executors 
were able to have the assessments upon them 
discharged on the ground that no trade was 
carried on. They were able successfully to argue 
that they were merely fulfilling their primary 
duty of realizing the estate to the best advantage. 
But in Newbarns Syndicate v. Hay ([1939] 
18 А.Т.С. 80; 22 Т.С. 461) it was held that the 
executor of a deceased member of the syndicate 
was engaged in the carrying on of a trade with 
the remaining members of the original syndicate, 
and that he was not merely realizing the de- 
ceased member's assets. 
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Conclusions . 

(1) A business begins when the principal assets 
commence to be worked. 

(2) À business previously non-resident is not 
‘set up and commenced’ in the year in which it 
becomes resident in the United Kingdom. 

(3) Pre-registration profits cannot be assessed 
on a company, but are assessable, as appropriate, 
on the promoters or directors personally. 

(4) It is a question of fact whether there has 
been a new business or an extension of an old one. 

(5) Cessation may occur in a number of ways. 
'The Commissioners may be overruled if they fail 
to draw correct conclusions from the facts. 

(6) There is no cessation when part of a 
business is given up, but that *part' may be a 
separate business. 

(7) Executors who sell wa may or may not 
be trading. · 


WEEKLY NOTES 


New Members of the Council of the Institute 
In our last issue we announced that Mr Douglas A. 


Clarke, LL.B., F.C.4., and Mr E. Е. G. Whinney, 
M.A., Y.C.A., had been elected members of the Council 
of The Institute of Chartered Accountants in England 
and Wales at the meeting held on Wednesday, March 
th. 

$ Mr Clarke, a partner in the firm of Messrs 
Pannell, Crewdson & Hardy, Chartered Accountants, 
was admitted an Associate of the Institute in 
1927 and became a partner in his firm in 1932. 
He was elected a Fellow in 1937 and in 1944 
was elected to the Committee of the London and 
District Society of Chartered Accountants of which 
he is Chairman for the current year. 

Mr Clarke has been a member of the Taxation and 
Research Committee of the Institute since 1949 and 
is Honorary Treasurer of the Chartered Accountant 
Students’ Society of London. He has been appointed 
by the Council to represent the Institute at Year- 
day Conferences of the Netherlands Institute in 
Amsterdam and at discussions with representatives 
of the Board of Inland Revenue. He is a General 
Commissioner of Income Tax. 

Mr Whinney is a partner in the firm of Messrs 
Whinney, Smith & Whinney, Chartered Accountants. 
His father was the late Sir Arthur Whinney, K.B.E., 
President of the Institute from 1926-1927, and his 
grandfather was the late Mr Frederick Whinney, who 
was President of the Institute from 1884-1888 and 
one of the petitioners for the Royal Charter. 

"Mr Whinney was educated at Rugby and Christ 
Church, Oxford; he served oversea in the Royal Army 
Service Corps for the last two years of the First 
World War. He was admitted an Associate of. the 


_ Institute in 1928, becoming a partner in his firm in 


the same year, and was elected a Fellow of the 

Institute in 1933. Elected a member of the Committee 

of the London and District Society in 1946, he was 

Vice-Chairman for the year 1949-1950 and Chairman 

ra Ен He is Chairman of the City of London 
ub. 


We regret that in our last issue Mr Whinney was 
described as senior partner in the firm; this is in- 
correct. The senior partner is Mr Sidney H. Mearns, 
С.А. 

The City of London Society 

Sir Bernhard Н. Binder, F.c.a., senior partner in the 
firm of Messrs Binder, Hamlyn & Co, Chartered 
Accountants, and a Past President of The Institute 
of Chartered Accountants in England and. Wales, has 
been appointed a governor of the newly-formed City 
of London Society, which has been set up to promote 
a wider understanding of the City and its functions 
in the country's economy. Sir Bernhard is one of 
twelve governors so far appointed — there will be 
fifteen in all. The chairman is Mr Harold C. Drayton. 
The governors are expected to hold their first meeting 
later this month, when. questions of policy, finance 
and the Society's general development will © be 
discussed. 


The Association’s Examination Results 
The results of the December 1952 examinations of 
The Association of Certified and Corporate Account- 
ants show that a total of 2,002 candidates sat, of whom 
955 were successful. 

In Sections І and П of the Final, зо (34 per cent) 
of the 87 candidates passed, the First Place and 
Prize being gained by Mr R. Sidebotham, of Staly- 
bridge, Cheshire. In Section I only, there were 565 
candidates of whom 282 (5o per cent) passed, the 
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First Place and Prize being awarded to Mr G. W. 
Mackrill, of Bridlington. In Section II only, 278 
(54 per cent) out of 511 were successful, the First 
Place and Prize being won by Mr R. A. Moody, of 
Grimsby. 

There were 769 candidates for the Intermediate, of 
whom 325 (42 per cent) passed. Mr J. C. Sheldon, of 
London, was awarded First Place. 

In the Preliminary examination, 40 (57 per cent) 
of the 70 candidates were successful. 


The names of successful candidates in all sections. 


‘of the Final and in the Intermediate, together with a 
full summary of the results, appear elsewhere in 
this issue. 

Record Steel Production 
The benefit from the steel industry’s post-war 
development plans is now becoming fully apparent 
‘in the monthly output figures. For the second month 


in succession the production of steel has hit a new: 


record. On an annual basis, production, was running 
at 18:3 million tons in February compared with the 
previous record of 18 million tons set up'in January. 

Pig-iron output, which has been the critical 
‘factor for some time rather than steel, reached a 
record fipure in January at a rate of 11:12 million 
tons a year. Last month, this level was not quite 
held, but the industry still put out 11:1 million tons 
which represents no more than a falter and would, 
possibly, have been usefully exceeded if February 
were not a short month. 

Figures such as these must mean not only that the 
industry will comfortably reach its target for 1953 
if this sort of performance can be maintained but 
also that the steel shortage which lingers on only in 
plates and certain alloys will soon be gone. 


National Productivity Campaign 

The British Productivity Council announces that it 
will hold a national council on productivity in London 
on March roth. It will be attended by several 
hundred members of the teams which went to 
America under the auspices of the Anglo-American 
Council on Productivity, by representatives from 
the employers’ organizations and from trade unions 
which sponsored the teams and by management and 
other trade and trade union organizations. It is 
expected that the Chancellor of the Exchequer will 
8 

One of the aims of the conference will ђе to spread 
the ‘know-how’ of higher productivity, learned by 
those who went to America, among the rest of 
British industry and to draw upon the experience 
of British firms which have something to contribute 
in the way of ideas to raising productivity in other 
firms and industries. The object is thus to establish 
means of cross-fertilizing ideas in British industry. 

Such a plan will have the good wishes of all those 
who hold that industry has much to learn from a 
greater exchange of information and less secretiveness 
about products and processes. But it is to be hoped 
that the conference will find time, as well, to make the 
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point and drive it home that higher productivity is 
useless unless it is concentrated on those lines 
which sell. In other words, the other side of the 
coin of productivity in these days of the buyers' 
market is better salesmanship. 


Experts and the Colombo Plan 
Reports from the Council for Technical Co-operation 
for South East Asia recently issued, deal with the flow 
of technicians to aid under-developed areas in that part 
of the world. In training schemes which have 
already cost the participating countries {1-3 million, 


.this country has provided 53 out of 137 experts. In 


the opposite direction it has accepted 252 trainees for 
instruction in this country out of a total of 840. 
A list of several dozen experts from this country 
includes only one accountant— a cost accountant 
for the Government of Pakistan's ordnance factories. 
There is also only one expert in management included 
in the list. T'he names and occupations are not, of 
course, complete, but they are probably a reasonable 
sample of the total composition. If so they illustrate 
once again a chronic difficulty in developing the 
under-developed territories, namely the problem 
of getting sufficient trained personnel in accounting 
and management to balance the much better flow of 
men on the technical side. There are often plenty 
of good men on the spot who have had some 
training in Government accounting and in i 
the vote system of controlling expenditure but there 
is-a dearth of men with good commercial experience. 
Yet such men are vitally necessary for the wise 
spending of funds, proper budgetary control and the 
organization of sound management structures. | 
It is to be hoped that this fact is not lost sight of 


‘when recruiting professional men for these projects. 


It takes more than a block vote and a group of 
‘technical experts to establish and keep running a 
successful, profitable enterprise anywhere, not least 
in the tropics. | 
Wholesale Textile Sales , 

The level of wholesale textile sales is a useful indi- 
cator of the state of sentiment in the textile trades 
in general, at least so far as the home market is 
concerned. The figures for January which were 
released last week show that the level of wholesale 
sales was higher than for January a year ago but not 
so good as for January 1951 and 1950. Last year at 
this time the textile industries were still in the 
throes of adjusting their stock positions and their 
production programmes to the recession. Briefly, 
then, the present position, to judge from available 
statistics, is better than the recession but below the 
best for recent years. í 

Recovery in business has, however, been passed 
back in large measure from the retail houses, through 
the wholesalers to manufacturers. The rayon industry 
is now booming and has, in fact, returned to the levels 
of output achieved in the last months of 1951. In 
the wool textile industry, the consumption of wool 
in January was the best since .1950. 
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INTERNATIONAL AUDITING PRACTICE 


PROBLEMS IN ACHIEVING UNIFORM PROCEDURE 


by J. KRAAYENHOF, 
a Past President of the Netherlands Institute of Accountants 


Society of Chartered Accountants held in the 
Oak Hall of the Institute on February 4th was 
addressed by Mr J. Kraayenhof, a past president of 
the Netherlands Institute of Accountants, on 
‘International auditing practice – some problems’. 
Mr Douglas A. Clarke, LL.B., F.C.4., chairman of 
the Society, presided, and in j——.—-- ----- 
introducing the speaker said: —: > 


The Speaker 

We are very happy this even- 
ing to welcome Mr Kraayenhof, 
a past president of the Nether- 
lands Institute of Accountants. | 
Mr Kraayenhof was leader of ! 
the delegation of the Nether- | 
lands Institute of Accountants ; 
to the Sixth International Con- : 

and already has many | 

iends here. 

Iam glad also to welcome his 
partner, Mr de Jong. 

In London, the current exhi- 
bition: of Dutch pictures from 
1600 to 1750 has brought home 
to us one example of the in- 
fluence of Holland. onour English 
life. 'The portrayal of ordinary 
scenes of home and country life, 
of board and council meetings, 
have a luminous quality which 
may partly be due to the quali- 
ties of weather and light in Hol- 
land, but may also be an expression of Dutch clarity 
of mind and insight. One can appreciate that those 
most English of painters, Constable and Turner, 
owed much to the work of the Dutch masters. 

In business and mercantile affairs we are brought 
up to know the debt that we owe to the Venetian and 
Genoese merchants and to their development of the 
pense of double-entry, bills of exchange and 

anking. But we may not so readily appreciate the 
share of Amsterdam and other Dutch cities in further- 
ing their development and practical application. With 
our close Dutch connections, Holland was a natural 
place for us in the sixteenth and seventeenth centuries 
to learn of mercantile matters, how best to 
conduct Stock Exchange transactions, marine in- 
surance or book-keeping. Early Dutch  book- 
keeping text-books were on display last summer 
1 An article briefly describing the Netherlands Institute of 


Accountants, entitled “The Profession in Holland’, appeared 
in The Accountant, dated January 31st, 1953, at page 126. 


A MEETING of the London and District 





Mr J. Kraayenhof 


at the Exhibition in Guildhall during the Congress. 
Owing, as we do, so much in our past history to 


- Holland, it is for us a matter of satisfaction that in 


1895 the Netherlands Institute of Accountants was 
established on English lines using the English word 
‘Accountant’ and that its founders had in mind the 
previous development of The Institute of Chartered 

Ue Accountants in England and 
Wales. 

Though the home life and 
the business life of the two 
countries are interwoven through 
long tradition and through cur- 
rent contact, there is further 
reason for the deeper friendship- 
between Dutch and English 
people. The misfortunes of the 
last war and the spirit in which 
they were faced by the citizens 
of both countries have created 
a special bond between them. 
I believe that neither country 
could hope to repay the debt 
that it owes to the citizens 
of the other, and each can be 
sure that insecurity and dangers 
of the future will be met by the 
other with resolution. 

The recent misfortunes 
through storm and flood are in 
all our minds and Mr Kraayen- 
hof and Mr de Jong will already 
know how much sympathy we 
have with the losses of their 





countrymen. 
It gives me great pleasure to ask Mr Kraayenhof 


now to address you. 


International Auditing Practice 


Mr Chairman, Gentlemen: I am indeed grateful 
and deem it a great honour that you have granted me 
this opportunity to be for a short while ‘a stranger in 
your midst’ and to put some views before you. I have 
been pondering upon these for some time and it may 
be that after some elaboration they may contribute 
to an evolution of our profession which continually 
asks for our devotion and whose development is dear 
to us. 

The moment our practice as a public accountant 
compels us to work in the international field, we come 
across many problems which up to that moment have 
only held our attention as study material at meetings 
and at international congresses. 

These problems are various; not only foreign 
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language and different customs but various ways of 
expression and the underlying diverging nature of 
the people with whom we have to deal. All constitute 
obstacles to be overcome if we are to find-an appro- 
priate basis for our opinion. 

It goes without saying that I do not intend to talk 
about these difficulties, yet I would not like to ignore 
them; the various traits of character throughout the 
world undoubtedly affect the meaning and reliability 
of the data put before us, | 


+ 


" Absence of Uniformity 
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our expert opinion, as reflected in our certificate, is 
universally understood. 
‘The closer the relationship between the various 
. economic areas, the greater the need for mutual 
understanding as to each other's ideas. 
‘This holds good in every field and thus in our 
domain too. It would therefore be of interest to study 
*~the notions existing in the various economic areas as 
, to the auditor’s function. Within the framework of 
i the problem, which is the subject of this address, 
such an investigation should have the object of 
; ascertaining whether an internationally applicable 
^ communis opinio can be evolved from the differing 
views. With such an approach the auditor's work 


Generally speaking, it seems to me that the specific 5 might be made more effective internationally than 


difficulties which we encounter as accountants, result 
from a complete absence of uniformity in accounting 
as well as in auditing procedures in various countries. 
However this lack of uniformity arises – whether it is ; 
. from differences in laws or in the rules and recom- 


mendations of professional societies – there is to my “various countries 


mind no doubt that it makes itself felt in the fields of 7 
accounting and auditing both formally and materially. | 

As for the forriial aspect, there are major differences 
in terminology, in nomenclature of ledger accounts 
and in methods of drafting the annual accounts and 
the notes thereto. 

Ав for the material aspect, one finds considerable 
divergencies in methods of valuation, in the way. 
surpluses are treated, in taxation, and in the methods 
of treating taxation in accounts. 

When in a particular case one has to deal with a 
great number of countries the obstacles mount to such 
an extent that, in consolidating or compiling the 
various data, you feel as if you mix a cocktail of 'good 
old Scotch' and water from the canals of Venicel 

Í am exaggerating now of course, but even if we 
turn to the more limited field to which in particular . 
I want to draw your attention, namely, that of audit- 
ing, we must acknowledge that in this field too there 
is very little uniformity. This is especially so in the 
specific task of the public accountant, namely, the 
audit of the annual accounts and it applies both to 
, purport and wording of the certificate, and last but 

not least to the scope of the professionally required 
auditing procedures. 





Difference in Approach 


What does the public accountant intend to certify 
when giving his signature to the accounts of a com- 
pany and in what manner does he express this inten- 
tion? This question dominates our professional 
activity. 'The answer varies according to the individual 
development of views in the many countries where 
the profession is practised on national standards. 
My Dutch colleague, Goudeket (whom some of you 
may have met last year at the Congress), said on this 
problem some years арол 
"The problem consists in the need to ensure that 


1 A, Goudeket, “The significance of the auditor's certificate 
in the international economic structure’. (Accountants Year 
Day, 1948, of the Netherlands Institute of Accountants.) 





has been the case hitherto. Equal value might then 
Бе attached everywhere to certified financial state- 
ments and this would of course be beneficial to 
economic intercourse.’ 


We unanimously and gratefully admire what in 
former generations and соп- 
temporaries have done in respect of the national 
development of our profession. In the sphere of inter- 
national adjustment of views, however, hardly any 
effort has so far been made to reach agreement. And 
even those countries which have reached a com- 
parable professional level, lack uniformity in respect 
of the aforementioned predominant subjects. 

Itis on this absence of uniformity in particular that 
I should like to speak to you. I will try to summarize 
the various opinions on these points and to show the 
essential differences in approach. In laying these 
differences before you I am only aiming at promotion 
of international contact in order to attain more 
uniformity. I shall not express any personal preference 
as to which method of approach is the best. 


Scope and Quality of Work 
The necessity to strive for uniformity especially in 
the value of auditors' certificates can hardly be over- 
stressed. 
In the first place a certain uniformity of ideas should 
be aimed at in respect of standards for the nature and 


amount of work that is to be performed to obtain a 


proper basis for the certificate. То this end a certain 
iformity of professional technique is required. 

If indeed our profession stands in need of inter- 
nationally accepted standards then the question crops 
up how these standards can be determined. 

A universally acceptable reply to this question is 
only feasible if the problem is approached in the same 
way. I regret to say that up to now this is not the case. 
So, first of all, we have to get acquainted with the 
different opinions as to the basis for a certificate. 

І must mention that in some countries it seems very 

ifficult to discover any basis; in these countries we 

e confronted with the result of the audit in the form 

f a certificate. But in the absence of any disclosure 

f the scope and quality of the audit work leading up 
о the certificate, it is virtually impossible for us to 

ppraise the value and reliability of the certificate. 

When you are going around in the world it will not 
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be difficult to find countries where two days’ work 
seems to be enough for a job for which you and I 
normally need several weeks or even months! In my 
experience а two days’ examination may lead to the 
conviction that it will not be possible to approve the 
accounts, but it is unthinkable that within such a. 
scope an accountant can come to a certificate, pre- 
sented as the result of public accountants' work. It 
must be said that money spent on such certificates 18 
not spent well! 'The best for the profession in such 
countries might be to stop completely and to start 
again from the very beginning. That would be 


thousands of well educated and experienced account-* 
ants, who have striven for many decades to get their 
auditing work on a satisfactory level. It seems to 1 


that in the specific auditing field the chaos is регћарв 


greater than it is in the accounting field. 
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as well. It was strongly advocated by Prof. Volmer of 
the Rotterdam School of Economics. About 1925 
Prof. Limperg of the Amsterdam University, how- 
ever, evolved an audit doctrine grounded on general 
principles. He feared too much influence by the 
client; major deviations since every client might 
formulate his commission in a different way, as well. 
as divergent responsibilities for individual auditors. 
He stated his views as follows: 


"The task which the accountant has undertaken 
is determined by the object of the accountant's in- 
vestigation and by the purport of his certificate 
arising therefrom. It is this object of the investiga- 
tion and not the certificate that determines the 
auditor’s responsibility. By means of his certificate 
the auditor renders account of the work he has done.’ 


This basic principle has been accepted by the 


i 


i majority of Dutch accountants. Logical deduction 


In considering the foregoing it looks as if, on has extended this principle to an audit doctrine by 


. 


ty 


account of the differences in q 


of the composing which the complex of the audit acts is regarded ав 


elements, an indigestible cocktail results when adding м one organic structure. 


the auditors’ certificates on the components of con- 
solidated figures of an internationally based enterprise. 


The Profession in Four Countries 
In connection with the foregoing, I, for practical 
purposes, restrict myself in my summarizing to four 
countries which have reached what I may call a com- 
parable professional level, namely, the United King- 
dom, the United States of America, Germany, and 
the Netherlands. With this restriction I, of course, 


do not wish to discriminate against all those other . 


countries which are on or striving for such a level. 

In Great Britain, the profession is based for a great 
p on jurisprudence. When doing their work, 

ritish auditors take cognizance of decisions of the 
Courts, as a consequence of which reports of cases 
where accountants were accused of having failed in 
their duty strongly influence professional auditing 
реш. Some of these decisions are regarded as of 

damental! importance. 

In the United States of America the profession at 
- first developed along the same lines as in England, 
but later struck out on its own and consequently there 
are nowadays major differences between the English 
and American views. A technique based on practical 
experience was built up and was eventually influenced 
by the activity of the Securities and Exchange Com- 
mission, a Government agency. 
_ In Germany, where the establishment of bi 
industrial concerns was in many cases promoted by 






structions were eventually adopted by the Ge 
profession as a basis. It is therefore conceivable 
in Germany the profession is still influenced by 
opinion that the task and responsibility of the audi 
can be determined by the terms of his commission. 

Originally this opinion was held in the Netherlan 


t 
[ 
\ 


Wording of Certificates 


From the divergence of bases for the certificate 
( results a lack of uniformity in wording of .the 
| certificates. 

In Great Britain, the Companies Act, 1948, sets 
out certain matters to be expressly stated in the 
auditor’s report, with which you are familiar. A 
certificate given by a British accountant must state:? 

(a) that all information required has been obtained; 

(b) that in the auditor's opinion proper books of 

&ccount have been kept; | 

(c) that the certificate relates to the balance sheet and 

to the profit and loss account; 

(4) that the accounts give a true and fair view of the 

financial position of the company and are in 
agreement with the books of account. . 

From these requirements there has evolved the 

form of certificate which is well known to you.® 


| 


The American Certificate 


In the United States of America the accountant's 
certificate is split up into two parts, namely: 





1 Prof. Th. Limperg, "The accountant’s certificate in con- | 
nection with the accountant’s responsibility’ (translated). 
International Accountants’ Congress, 1926. 


2 Companies Act, 1948, Ninth Schedule. 


з We have obtained all the information and explanation 
which to the best of our knowledge and belief were necessary 
for the purpose of our audit. In our opinion proper books of 
account have been kept by the company so far as appears 
from our examination of those books. We have examined 
the above balance sheet and annexed profit and loss account 
which are in agreement with the books of account. In our 
opinion and to the best of our information and according to 
the explanations given us, the said accounts give the infor- 
mation required by the Companies Act, 1948, in the manner 
so required, and the balance sheet gives a true and fair view 
of the state of the company’s affairs as at an 
the profit and loss account gives a true and fair view of the 
profits (loss) for the year ended on that date.’ 
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(a) a description of the nature and scope of the 
investigation; are 

(Б) a summing-up of the opinion. 

The Statements on Auditing Procedure of the 
American Institute of Accountants require that the 
certificate: 

1) enumerates the accounts that have been audited; 

2) describes the scope of the audit; | 

(3) gives the auditor’s opinion on these accounts, 

alternatively, the reason why he cannot give an 
opinion. 

The sarne Institute has formulated the following 
standard certificate: 

“We have examined the balance sheet of the X. 
Company as of and the related state- 
ments of income and surplus for the year then ended. 
Our examination was made in accordance with 
generally accepted auditing.standards and accord- 
ingly included such tests of accounting records and 
such other auditing procedures as we considered 
necessary in the circumstances. 

‘In our opinion the accompanying balance sheet 
and statement(s) of income and surplus present 
fairly the financial position of X. Company at. ..... 
&nd the results of its operations for the year then 
ended, in conformity with generally accepted 
accounting principles applied on a basis consistent 
with that of the preceding year.’ 


The German Certificate 


,In Germany a statutory audit performed by а 
| Wirtschaftsprüfer is required for all important сог- 
porations. The certificate on the accounts must run 
as follows (translated): | 


‘According to the result of our dutifully performed 
audit of the accounts and records of the company 
and according to the explanations and evidence 
given by the management, the book-keeping, the 
accounts and the notes to the accounts as given in 
the report to shareholders comply with the statutory 
regulations.’ 


Dutch Practice 


In the Netherlands a certificate is often given by 
merely signing the accounts. This hardly ever occurs 
in other countries. The signature denotes that the 
auditor assumes responsibility for the contents of the 
document. I shall revert to this later on. 

From the foregoing it can be concluded that there 
is no question of international uniformity in this 
respect. 

It is clear that the divergency of the bases and of 
the wording of the certificates indicate that there is 
no uniformity of audit conceptions and of audit 
methods. 


1 Statement on Auditing Procedure, No. 24. 
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The Certificate in Four Countries: Purport, 
Basis and Form 

It now seems necessary to investigate in ‘respect of 

these four countries: 

(x) the purport of the certificate. In other words: 
what purpose is the certificates in the various 
countries supposed to serve; 

(2) the basis of the certificate. That is to say: when 
is the accountant in compliance with profes- 
sional standards in a given country allowed to 
give a certificate, in other words: what rules are 
laid down by the profession to ensure that the 
certificate serves the purposes intended; 

(3) the form of the certificate. This results in the 
question how in various countries the certifi- 
cate is formulated with a view to purport and 
basis. 

Purport of the Certificate 
The certificate of the British accountant is addressed 
exclusively to the shareholders, the owners of the 


. company. Prior to the revision of the Companies Act 


in 1948, the certificate referred to the balance sheet 
only. The new Companies Act stipulates that the 
certificate shall cover the profit and loss account as 
well. 

From my study of British text-books, I have 
formed the impression that we, in Holland, conduct 
a more detailed examination of the profit and loss 
account than is normally the practice in this country 
in order to be able to give a clean certificate. 

Formerly in the United States of America the 
balance sheet audit included only those items of the 
profit and loss account which provided additional 
information on certain assets and liabilities. 

The seventh edition of Montgomery’s Auditing 
Theory and Practice, published in 1949, shows clearly 
that nowadays much more attention is paid to the 
audit of the profit and-loss account. 

As regards the purport of thé certificate in the 
United States of America, it should be noted that in 
1936 our American colleagues changed the term 
‘verification of financial statements’ into ‘examination 
of financial statements'.3 This change indicates the 
trend in the evolution of the American professional 
view. It was recognized that the term 'verification' is 
not applicable if the conclusion is based on generally 
accepted test check procedure. The certificate is in- 
tendc3 solely to indicate that the auditor as an inde- 
pendent expert has examined the accounts. He is 
therefore only held liable if the irregularity would 
have been brought to light under this generally 
accepted auditing procedure. iu 


/ Statement of Opinion 


r 
——S The certificate should be regarded as a statement 


з *Nach dem abschliessenden Ergebnis unserer pflichtmas. \ Of opinion only by an independent expert and not as 


sigen Prüfung auf Grund der Bücher und der Schriften der 
Gesellschaft sowie der vom Vorstand erteilten Aufklárungen 
und Nachweise entsprechen die Buchführung, der Jahre- 
sabschluss und der Geschäftsbericht, soweit er den 
Jahresabschluss erläutert, den gesetzlichen Vorschriften. 


statement of fact, since the latter might imply a 
arantee. This is why American auditors prefer the 
word ‘opinion’ or ‘report’ to the expression ‘certifi- 
3 Pamphlet, American Institute of Accountants, 1936. | 
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cate’. In accordance with this, the Securities and 
Exchange Commission, established with the object 
of protecting investors, is satisfied with a report 
expressing an opinion. | 

In Germany also the audit of the profit and loss 
account was for a long time disregarded. 

However, nowadays statutory regulations in respect 
of legally prescribed audits in Germany require that 
no auditor shall restrict his certificate to a part of the 
accounts. The certificate must cover both balance 
sheet and profit and loss account and the explanato 
notes. E 

In the Netherlands the certificate must cover both 
balance sheet with explanatory notes and profit and 
loss account. Since 1947 members of the Netherlands 
Institute are no longer allowed to give a certificate 
on two consecutive. balance sheets without giving 
their opinion on the intervening profit and loss 
account. 

For a long period many Dutch accountants held 
the view that each opinion they expressed was an 
unconditional guarantee of the truth and exactitude 
of the certified statemente. Meanwhile the opinion 
has gained ground that, instead of being asked to 

rovide an unconditional guarantee, auditors should 
held responsible that-the picture of the company’s 
financial position and results of operation is an 
objective one. | 

In the Netherlands, too, it is generally acknow- 
ledged that auditors can be responsible for the con- 
tents of their certificates towards all parties interested, 
not only shareholders but also creditors, bankers, etc. 
As I see it, this position is not so clearly defined in 
the United Kingdom and the United States of 
America. . 

From the foregoing it is clear that there are 
differences of opinion in respect of the purport of the 
certificate and thus of the purpose of the audit itself. 


Basis of the Certificate 


As already mentioned in the introduction, the British 
accountant draws a certain guidance from juridical 
cases when determining the basis for his certificate. 
I like to note, however, that the text-books and my 
experience show that the cases are regarded to give 
minimum standards. It is remarkable that contrary 
to the professional views in various other countries, 
an actual physical stocktaking by the auditors 13 not 
yet regarded as generally accepted auditing pro- 
cedure. Most audits in England are built up syn- 
thetically; after examination of the administration 
done by test check, the balance sheet and profit ad 
loss account are audited. 7 
In the Netherlands, opinions differ as to whether 
the public accountant is allowed to base his audit on 
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however, that British auditors rely considerably on 
the internal organization where such reliance is 
justified. To what degree the auditor is supposed to 
do this depends on the circumstances and his sense 
of responsibility. 

From 1941 onwards, American auditors’ reports 
indicate, among other things, to what degree their 
examination has complied with generally accepted 
auditing standards. In 1947 the ‘Committee on audit- 
ing procedures’ of the American Institute published a 
series of precepts known as “Tentative statement of 
auditing standards’, which in 1948 were accepted by 
the members of the American Institute. According 
to these standards the auditor has to be present when 
stocks or some part of them are physically checked. 
The American auditor confines his audit to an 
analysis of the internal organization amplified by test 
checking and an analysis of the recorded figures. On 
top of this he performs a balance sheet audit. He does 
not hold himself liable for defalcations since he 
recognizes that he would have to do more detailed 
work if he should accept this responsibility. 

Most audits are built up analytically; in other 
words, from the final accounts down to the basic 
material. The scope of the audit is largely determined 
by the importance of the items and by the likelihood 
of coming across defalcations or errors. 

The auditor is obliged to form an opinion about the 
efficiency of the internal organization by means of 
test-checking. If he is satisfied he may rely on it; if 
not he has to cover more ground. 

In the United States of America, management is 
held responsible for the completeness of the recorded 
facts and the auditor for the reliability of the financial 
statements. This seems to be the basis of American 
auditing technique. 

In American text-books the various problems have 
been solved in an empirical and perhaps even in a 
somewhat opportunistic way. Montgomery, in his 
Auditing, enumerates the various parts which have to 
be examined and he gives a description of the audit 
technique to: be applied. The question presents itself 
whether our profession can be developed and 
deepened without a firm foundation of principles. 

It appears that American accountants confine them- 
selves to test-checking even in small companies, where 
a functional organization is hardly possible. 

In Germany accountants originally had to perform 
the instructions of their principals. After the audit of 
the accounts had been made obligatory for certain 
categories of companies, the importance and responsi- 
bility of the function increased. Germany's literature 
pays much attention to problems relating to business 
economics and management accounting. 
~ In Germany most audits are built up analytically 


the system of internal control or whether he has to „28 in the United States of America; generally Pon 


perform a detailed audit, even if this internal system 
is well organized. From English text-books it appea 


+ Dr Karl Hagest. ‘Grundsätze ordnungsmässiger Abschl 
prüfung’, Die Wirtschaftsprüfung, October, 1949. 5 





accountants lack a yard-stick to measure the adequacy 
of their audit. It is striking that one of the German 
authors, Dr Hagest,? expresses the opinion that even 


з Die Wirtschaftsprüfung, October, 1949. 
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if the internal control is inefficient, auditors cannot 
withhold a clean certificate provided the books have 
been kept properly. According to Dr Hagest, it is not 
necessary for auditors to review the system of internal 
control. On the other hand other German authors 
put much stress on the internal organization in 
relation to the audit. 

Finally, I would like to mention that in general 
; German auditors do not make an inventary of the 
| Stocks. They rely on the stocktaking reports of the 
| officers of the company. 





| Evolution of Dutch Profession 
The evolution of the Dutch profession has been 
* influenced strongly by the pioneer work of Prof. 
Limperg. Не emphasized the indissoluble relation 
| between purport, basis and contents of the certificate. 


The scope of the audit should be such that an intelli- 
gent layman’s confidence in a certificate is not 





| betrayed. In other words, the certificate may not 
| give rise to a greater confidence than is justified by 
the scope of the audit. 

The lines along which the audit should proceed 

, must be determined in a scientific way. From this 

, result the so-called 'technical professional require- 

:, ments’. These have to be fulfilled in order that pro- 

| fessionally the audit forms a reliable basis for the 
certificate and that the audit provides а tee 

' which duly reflects the significance to be attached to 
| the auditor's work in each individual case.? 

l Limperg tried to evolve objective auditing stan- 
. dards on this theoretical basis along these lines. In 
doing so he strongly stressed the fundamental.im- 
portance of business economics for our profession. 

: In educating accountants in Holland, therefore, 

especially in the last decades, much importance has 

been attached to the problems connected with 
business economics and managerial accounting. 
When the technical professional requirements were 
first elaborated, the need was accentuated for a com- 
plete audit and for the auditor to record in his work- 
ing papers the monthly totals and other essential 
figures that he has audited, in order to prevent subse- 
quent changes. Furthermore, it was indicated that 
there exists a fundamental interrelationship between 
the various components of the commercial cycle, 
namely, the flow of money, the flow of goods, and 





the correlated movement of debtors and creditors.. 


When drafting an audit programme, this has to be 
borne in mind. In implementing the audit programme 
it was then thought that a detailed audit was indis- 
pensable in order to be able to give a certificate that 
could be regarded as an ‘unconditional guarantee’. 
This ‘complete audit’ evoked reaction and there 
was introduced the idea of an audit which is not 


1 “The auditor’s function and the doctrine of the confidence 

raised’, Maandblad voor Accountancy en Bedrüfshuishoud- 

kunde, 1932-33. 

2 H. К. Reder. Study-meeting of the Netherlands Institute 
! of Accountants, on “Technical professional requirements’, 
| held in 1927. 





THE ACCOUNTANT 


303 


complete but yet is reasonably comprehensive or 
perfect in the circumstances. This implies an audit 
which comprises a detailed examination of one of the 


‘fundamental components of the commercial cycle (as, 


for example, the flow of goods) and an examination of 
the correctness of the relationship between this and 
the complementary factors of the cycle. This audit 
comprises a verification of the existence of the assets. 

Dutch views regarding the relationship between 
the scope of the audit and the internal control have 
developed notably. The initial view that an account- 
ant cannot base his audit on internal control, has 
been abandoned. The view now held is that an 
adequate system of internal control is essential to a 
proper grasp of all commercial activities. The auditor 
has to base his audit on the internal organization; a 
prerequisite thereto is that he satisfies himself 
throughout the year as to the adequacy of the set-up . 
of the organization and as to the observance of internal 
instructions. Consequently he must, if necessary, 
criticize the structure of the organization. 

It is generally recognized that no auditor is able to 
report on the accounts even if he checks all items, 
unless he pays due regard to the interrelationship of 
the various factors in the commercial cycle. 

Summarizing, we may conclude that in the various 
countries there are major differences in auditing 
principles and techniques. 


"i Form of the Certificate 


For the United Kingdom I refer to the regulations of 
the Companies Act of 1948, which I mentioned 
before. If the auditor cannot give a clean certificate 
he makes some qualifications and usually ends his 
report thus: 

'subject to the foregoing remarks, in my opinion the 


above balance sheet gives a true and fair view . 
etc.’ 


The qualification must be clear, though the auditor 
is free to give it in his own words. 

As for the United States of America, I have already - 
indicated that in 1934 the term ‘we certify’ was 
changed into ‘in our opinion’, and I touched upon the 
reason for this. Usually a short report is given. I have 
already set out the wording as recommended by the 


“American Institute. In relation thereto it may be 


mentioned that the Securities and Exchange Com- 
mission has stipulated that the report should comprise: 
(a) an identification of the audited statements; 
(6) a short description of the investigation; 
_ (с) a statement that the examination has been per- 


formed in accordance with generally accepted 
. auditing standards; 


(d) whether any generally accepted auditing pro- 
cedures have been omitted; 
. (е) the auditor's opinion; 
. (f) whether the accounts have been drafted in a 
manner consistent with former years; 
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(g) any qualification that may be necessary. 
_ In respect of a qualification it is stated that while 
this must be clear it should not be derogatory ` to the 


overall approval of the accounts, expressed in the: 


certificate. The wording is left to the auditor's 
discretion. 

Qualifications are even regained if one or more 
accepted auditing procedures have not been carried 
out, notwithstanding that the auditor may have 
satisfied himself in another way. 

In Germany the contents of the so-called ‘Besti- 
tigungsvermerk' are legally prescribed. In the intro- 
duction I have already mentioned this. If a qualifica- 
tion is necessary, it should not impair the purport of 
the certificate and it must be clear and unambiguous. 
It is recommended to use the clause: ‘..., with 
the restriction, that...'. This clause, however, is 
not obligatory. . | 

In the Netherlands the simple signature is regarded 
as the ideal certificate, since this is plain and uniform. 
Indeed, once there is unity of opinion on purport and 
auditing standards, this simple signature would per- 
· haps be the ideal solution. Since in the international 
field, however, there is no question of generally 
accepted auditing standards, a short report is con- 
sidered preferable. Internationally the simple signa- 
ture would leave room for doubt in respect of several 
important features of the underlying audit. 

In relation to the qualification the Netherlands 
Institute gives strict rules.* 

From what has been said it is clear that inter- 
nationally, in respect of the form as well, only little 
uniformity of views exists. 


International Standards 


I am convinced that for you the foregoing throws 
little or no new light on the problems. Indeed, this 
was not the intention of my address. I only intended, 
as I have already said, to confront you and myself 
with the problem of the lack of uniformity in the 
international field of accounting and auditing. The 
admission of this lack leads inevitably to a stressing 
of the need for-unity, and the sooner this can be 
attained, and the fuller the extent of it, the better. 


16. . mit der Einschränkung, dass . . .' 


* The Rules on Professional Activities hold: 


Article Іг 
1, An approving certificate, either given in the form of the 
simple signature on a document, or with a fuller 
description of the approbation, ís considered to contain 
а full approbation of the document referred to in the 
certificate, unless the contrary is stated expressly by 
making use of the words *with the qualification". 

2. This qualification must be made in writing, describing 
` — the objections in such a way that the extent of the 
qualification is clear. 

'The description of the qualification must constitute 
part of the certificate. 
Article та 

Members are forbidden to issue an approving certificate 
with a qualification, if this should render the tenor of the 
statement null and void, or should be derogatory to it in 
essence. 
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In my opinion we shall have to direct our attention 
in the first instance to the field that is common to all 
of us, on which we alone are active and therefore 
responsible, namely, the field of auditing. 

Neither the client nor the law can require more 
than we are able to effect in the careful and skilful 
performance of our duties. On the other hand 
economic society and the legislator must acknowledge 
that we have to perform our task in accordance with 
given minimum requirements to enable us to give an 
opinion on financial statements. 

We all know the difficulties in getting this over to- 
interested parties, when they confront us with the 
fact that pseudo-accountants in our own countries 
deviate from these minimum requirements. 

It may be recorded, however, that the prominent 
professional societies of those countries, tó which I 
have confined myself tonight, have each succeeded 
in developing professional standards which in prin- 
ciple enable us to speak each for our own country of 
Баа у accepted’ auditing procedures. It ів un- 

niable that individually we still have to do quite 
a lot in this respect and that we should be vigilant in 
order not to be left behind in the inevitable evolution 
or development of our profession.? 

Nevertheless, I hope to have made it clear that 
internationally there are but few agreed standards and 
that the ever-increasing international contacts in the 
economic field, which results from establishments 
abroad and from growth of international groups, 
bring this problem more and more to the fore. 
Economic society, in other words parties interested 
in the commercial field, feel at a loss whén confronted 
with these differences which are detrimental to the 


. Standing of our profession, both scientifically and 


socially. We should recognize, therefore, that it will be 
of eminent service to our profession if consultations 
on this topic are started. More conformity in views 
and procedure might result from such discussions. 


Professional Education 


In these deliberations attention should also be given 
to professional education in order that at an early 
stage seeds may be sown. For in the end no uniformity 
would help the profession if the education of the ‘men 
behind the words’ did not give the necessary ‘intrinsic 
value’ to their certificates! And in this field ав well 
there are great differences in approach. In confining 
myself to the same four countries: of which I have 
already spoken I should like to say the following: 

In these countries it is generally understood that 
the accountant must come up to high professional 
requirements and that a thorough theoretical educa- 
tion and a period of practical experience are essential. 


3 A number of national firms of accountants of repute have 
opened branches in other countries and have trained local 


- accountants in their ways. This has no doubt been of value 


in promoting mutual understanding and spreading know- 
ledge of principles and methods, but ‘the benefit has in the 
main been confined to the firms and individuals who have 
had these relationships, 
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In England candidates for the Institute. are not 
allowed to sit for the Final examination until they 


` have had a practical experience over a given period. 


À service under articles of not less than five years is 
required. This service can only be started after the 
examination. 
Before he is allowed to sit for the Intermediate 
examination, half of the period of practical experience 
must have elapsed. A three years’ period of practical 
experience is required for graduated, candidates. As 
far as I am informed, not many candidates are yet 
university trained. 

In the United States of America educational regu- 
lations for the certified public accountant differ in 
several States; but it may be regarded as great pro- 
gress that recently all of the States’ examinations are 
made uniform with that of the American Institute of 
Accountants. ТЕ is worth mentioning that the State of 
New York requires an education at a college or univer- 
sity; the number of college graduates increases 
steadily. Service under articles is not required; it is 
to be noted, however, that usually the examination 
questions have a practical tendency. 

In Germany to become а ‘Wirtschaftspriifer’ one 
must have reached thirty years of age and have had 


| віх years’ business experience, three years of which 


must be in audit practice. The legally regulated 
‘Wirtschaftspriifer’ examination must be passed. 

In the: Netherlands candidates can follow courses 
and sit for examinations with the Netherlands 
Institute or can be educated at a university. The 


' former method is mostly followed. Candidates who 


follow this method usually work as assistants in 
accountants' offices. A close contact is maintained 
between the Institute and the universities. 

Service under articles is not required, but a candi- 
date who sits for his Final examination without having 
had any practical experience is a rare bird. The 


| university courses are timed to enable candidates to 
| do some practical work; this is advocated by the 


teachers. . 

Needless to say a similar international level of 
professional activities is only attainable if the pro- 
gramrnes of study are more unified than has been the 
case hitherto. In this respect especially the divergent 
legal regulations will be a difficult obstacle to over- 


come. 


Exchange of Views 


I now come to the last part of my address, in which 
I intend to consider by whom and in what manner an 
international exchange of views can be initiated. 

It seems to me that here is an opportunity for the 
colleagues I have the pleasure to address this evenin 
Your country, the United Kingdom, was the 
of our profession. Some time ago my attention was 
drawn to two illustrating facts, probably known to 
you all. Chaucer, in giving a description of the Reeve 
in the prologue to the Canterbury Tales, written in 
1387, states that ‘no auditor could gain a point on 

And Shakespeare, in his Tinon of Athens, 
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writen in 1607, makes Flavius say, when 'limon 
wonders where all his money has gone, 


ЧЕ you suspect my husbandry or falsehood, call me 
before the exactest auditors and set me on the 
proof’. 
So by that time already in your country an auditor 
must have been accepted as an expert who gives an 
independent opinion in financial matters. 

British law was the first to recognize that manage- 
ment needed an auditor’s certificate when giving 
account of its activities. Some of the oldest books on 
accounting and auditing were written by your fellow 
countrymen; time and again your country produced 


- pioneering authors on professional topics and it was 


you who initiated renewed international contact by 
means of a congress, of which we have so many happy 
memories! 

I fear, however, that within an acceptable period, 
international congresses organized once every four 
or five years, cannot bring us to this goal. Without 
wishing to detract from the importance of these con- 
ртевзев ‘as а means of making known the problems 
which arise in various countries, and although I fully ` 
recognize their stimulating influence on the profession 
through the world, these mass meetings are not suited 
even to detailed discussion of divergent opinions and 
views, let alone to make them converge. 

To this end study and discussion might be desir- 
able in small unofficial committees. In this respect I 
should like to quote what I found in the Journal of 
Accountancy of the American Institute of 
Accountants? in an editorial reflection on last year's 
Sixth International Congress in London, where 
it says, after having referred to the formation of 
friendships among professional accountants in many 
countries: 

‘These personal relationships will form a solid 
basis for free exchange of technical information and 
professional opinion, and possibly for future efforts 
to co-operate in the development of common 

. terminology and technical standards. ` 


Professional Friendships 


Mr Chairman, Gentlemen, at the beginning of my 
address I brought before you the many difficulties 
and obstacles that present itself to an-accountant when 
he is compelled to work in the international field. And 
from my further expositions you may have got the 
impression that it is not very attractive to be in that 
position. I wish to end my speech by assuring you 
that there is a bright side for such an accountant, 
which helps him to overcome at least a part of the 
difficulties and to alleviate another part. This bright 
side is the contact with his colleagues in the various 
countries which not only imiproves mutual under- 
standing but also offers the possibility of making new 
grateful to have 
made many professional friendships throughout the 
world — not least in this country. 





1 Volume 94, No. 2, August 1952, page 164. 
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Brown's Book-keeping and Accounts of Local 
and Public Authorities 
(Third Edition) 
Edited by Henry Brown, O.B.E., F.S.A.A., 
F.I.M.T.A. 


(Butterworth & Co (Publishers) Ltd, London, and 
Shaw & Sons Ltd, London. 555 net) 
The third edition of this book, which was originally 
published in 1937 with the primary object of assisting 
students preparing for the examination of the In- 
stitute of Municipal Treasurers and Accountants, 
incorporates the many changes that have occurred 
since 1946 through the transfer of gas and electricity 
undertakings and the hospital service from local to 
national authorities. 

i The book’s general pattern, however, remains the 
same except that there are now nearly 700 pages. The 
various features of the accounts of local authorities 
are dealt with by different contributors, each of 
whom has expert knowledge of his subject. Accounts 
of electricity and undertakings and hospital 
finance are new features of the book and chapters on 
these subjects are written by financial officers of the 
various national bodies concerned. 

The first section on fundamental Ма is 
followed by an outline of the general features of 
local government accountancy. These sections are the 
foundation for the more specialized sections that 
follow and which require more detailed exposition, 
such as education, police, housing, superannuation, 
river boards, small holdings and loan accounts, 
whilst the closing section surveys the various 
mechanical devices which play a part in accountancy 

tems. 

Mr Brown has gathered together a very eminent 
team of experts who have produced a useful work of 
reference for the qualified accountant and a book of 
great value for students preparing for the professional 
accountancy examinations in this specialized sphere. 


Green’s Death Duties 

Third Edition 
by H. W. Hewitt, LL.B.(Lond.) 
(Butterworth & Co (Publishers) Ltd, London. 75s net) 
Unfortunate as it is that the author of this excellent 
work died so soon after its appearance, he has a 
worthy successor in Mr Hewitt of the Estate Duty 
Office. 

The third edition states the law as at January rst, 
1952, and there is a supplement containing a note 
on the 1952 legislation. Legacy and succession duties 
having been repealed in 1949, their treatment has 
been shortened to a 7o-page chapter which is the 
work of Mr О. M. №. Swingland, LL.B.(LOND.), 
Barrister-at-Law. 

One of the most puzzling aspects ‘of estate duty 
law is that concerning transfers to private companies; 


regarding this there are'some significant changes in 
the treatment in this edition, particularly as to 
official practice, which are of special interest. 'l'he 
treatment of accumulations has been further clarified, 
though it would be interesting to know the learned 
editor's views about Re Hodson. 

Without doubt Green is indispensable to anyone 
who assumes the heavy burden of advising the lay- 
man as to estate duty 


SUPPLEMENT TO THIRD EDITION 
by Н. W. Неултт, LL.B.(LOND.) 


(Main Work and Supplement 75s net, Supplement 
alone 5s net) 


This supplement brings the third edition of Green's 
Death Duties up to October xst, 1952. It contains a 
reproduction of the estate duty sections of the 
Finance Act, 1952, together with references to 
thirteen new decisions which are dealt with in eight 
pages of notes. 

The supplement may be accommodated in a pocket 
in the main volume and is, of course, indispensable. 


Miller's Excess Profits Levy, Law and Practice 
by William Miller, M.A., LL.B., M.I.P.A. 


` (Eyre and Spottiswoode (Publishers) Ltd, London. 


225 net) 


Mr Miller sets out the effect of the Act in tabular 
form with illuminating commentaries concisely ex- 
pressed. The liberal use of bold type and of different 
kinds of type does help to stress the important, but 
is perhaps a strain on the reader's eye. This may not 
be altogether a disadvantage, however, for without 
doubt one can look up a particular point in this book 
more quickly than in the more orthodox type of text- 
book. 'l'he examples are few but simple. 


RECENT PUBLICATIONS 


Income Тах, Sur-Tax, PRorrrS Tax AND Excess PROFITS 
Levy, Twenty-first Edition, by R. Glynne Williams, F.C.A., 
F.T.I.I. 390 pp. 8$ X 54. 15s net. Cassell & Co Ltd, London. 

History ом Гомром WALLS, compiled and written by 
Elenor May Day, with illustrations by Alec Campbell. 
96 pp. 81 х 54. 8s net. J. L. Workman & Co, London. 

SOUTH Arrican COMPANIES Acts, by Arthur Suzman, 
Q.C., B.A., LL.B.(RAND.) B.C.L.(OXON.). xv-+512 pp. 
10X6. 525 6d net. Juta & Co Ltd, Cape Town and 
Johannesburg. 

THe CommerciaL Dicrionary, by А. С. P. Pullan, 
Barrister-at-Law, and D. W. Alcock, A.8.A.A., A.A.C.C.A. 
+315 рр. 8x54. 25s net. Sweet & Maxwell Ltd, 

naon. 

PuBLIC SPEAKING AND CHAIRMANSHIP, by Frederick W. 
Mills. xiii +152 pp. 7$ X 5. 72 6d net (by post 8s). Jordan 
& Sons Ltd, London. 

Став ACCOUNTS, by A. R. Lewis. 64 pp. 8$X 54. 6s net. 
Jordan & Sons Ltd, London. 

THE STRUCTURE AND CAPACITY OF AUSTRALIAN MANUFAC- 
TURING INDUSTRIES, prepared by the Department of 
National Development, Australia, viiit528 pp. 13 X8. 
£3 net (postage 12 2d), Angus & Robertson, London. 
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March 14th, 1953 


The Oldest Firm ? 


Sr, – Referring to the Institute Librarian’s interest- 


ing letter in The Accountant for February 21st, I 


"would like to refer to the possibility that my firm of 
: Tribe, Clarke & Co, Bristol, has a claim to being the 


oldest firm. Unfortunately, some of the important 


evidence is circumstantial only, but I give below 
' Some particulars. 


The firm was founded in 1780 by Josiah Wade 
with offices in Queen Square, Bristol. In 1831 these 


, offices were destroyed during the Bristol riots and 


"ће firm removed to Albion Chambers, Bristol, 
, Where the present partners of Tribe, Clarke & Co 


still practise. 

About 1829 John Bradley and (probably a little 
later) Fulke Т. Barnard joined Josiah Wade. For a 
short time the firm's name became Bradley, Wade & 
Co and thereafter became Bradley, Barnard & Co. 
F. T. Barnard had married a Wade. Josiah Wade 
retired in 1832. 

Some time later George Thomas joined the firm 
and the name became Barnard, Thomas & Co. In 
cer 1853 Wilberforce Tribe joined the firm, and 

the name ар Barnard, Thomas & Tribe. 

In 1871 E. G. Clarke joined the firm and the name 
became Tribe, Clarke & Co and has continued since 
as such. A present partner, Mr A. E. D. Tribe, is a 
grandson of Wilberforce Tribe. Sir F. N. Tribe, 
the present Auditor-General, is also a grandson of 
Wilberforce Tribe. 

The office diary of 1831 records a search for papers 
'carried away by rioters who set fire to our offices 
No. 3 Queen Square’. This refers to the offices of 
Josiah Wade and the firm's name must have then 
been Bradley, Wade & Co. 

It is clear that we cannot claim a direct descendant 
from Josiah Wade but we feel that information 
strongly points to our firm's direct succession from 
1780. . Yours truly, 

Bristol, т. EDWARD А. HARRIS. 


[Our correspondent sent us a note of additional 
supporting evidence with his interesting letter; this 
shows that Josiah Wade was a friend of Samuel Taylor 
Coleridge (1772—1834). ~ Editor.] 


Sir, ~ Following a train of thought set up by this 
correspondence it would be interesting to know 
who is/are the senior member(s) of the Institute. The 
member to whom I was articled was admitted in 
1894, and I was delighted to see his name in the 
1953 list. Yours faithfully, 

W. P. HUGHES. 
[The senior member of The Institute of Chartered 
Accountants in England and Wales is Mr GEORGE 
FREDERICK CUFF, A.C.A., of New York. He was ad- 
mitted in 1883. – Editor.] i 
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Sm, – I have had the opportunity to examine а саде! 
and professional directory for Nottinghamshire for, 
the year 1889 and the number of accountants for. 


„ће town of Nottingham is given as |віхту including. 


twelve chartered accountants and seven incorporated, 
accountants. 
As regards Mansfield, two names "odiy are given: 


one being Messrs Mellors, Basden: & Mellors| at 
14 West Gate. Yours faithfully, ok 
Mansfield, Notts. ALL. ASKEW. . 


Net United Kingdom Rates in the Future: ` 


Sm, ~ I read Mr Nortcliffe’s article in your issue of 
February 21st with interest, and while appreciating 
the point of the Inland Revenue not repaying | tax 
they have not collected, I should be interested to know 
if there are any statistics to show what would be the 
cost of ignoring the adjusted rate. | і 
It would appear that repayments of taxes | ar 
limited by allowances and possibly the cost. “OF 1 
allowing full tax relief might be léss than the cost | 
involved in calculations by taxpayers, tax-collectois | 
and companies. 
On the assumption that the basis of tax collected | 
should be intelligible to the taxpayer without his 
having to pay a specialist to make his claim, the! tax- i 
payer with his income already depleted by inflation | 
who is involved in Schedule A repairs relief, marginal i 
age relief, and double taxation relief calculatioj 8:18, 
not being fairly treated. Taxation has become too 
involved for the taxpayer. Yours faithfully, |а 
М. Si C. 
[Mr Nortcliffe writes: "There dé no ys 
statistics which show what would be the cost to 
Revenue of ignoring net U.K. rates when dealing, ‘with! 
repayment claims. The cost would probably be,’ very; 
much more than is suggested by the number ;' Коу 
repayment claims currently received. Shares of! cóm4 
panies with oversea interests would immediately! 
become more attractive to exempt institutions dnd 19 
those individual shareholders who are not liable' at 
the standard rate, involving an incalculable burden! 
the Revenue and ultimately on taxpayers in generali 
'This may be justified by the encouragement it wo 
give to enterprise oversea, but whether it would! ђе 
justified by administrative savings “and convenience | 
is more debatable.'] 











i 
1 
А i i 
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Savings and Living Standards | ; * 
Sm, - May I refer to your leading article adl | 
and living standards’ in your issue of Берга ут | 
and the subsequent remarks made by Мг Т. x 
Robson, M.B.E., M.A., F.C.A., at the Birmingham ant | 
District Society of Chartered Accountants’ dinnér 
reported i in your issue of February 28th, in which ich de | 





stated: ‘Initiative arid enterprise are urgently required 
in business affairs’, adding that ‘the plain answer 


art 
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oblem is one which the Institute’s witnesses 
i evidence to the Tucker Committee, namely, 
пе too high.’ Mr Robson goes on to point 
it apart from increasing real national income a 
'curtailment in public expenditure is the only 
tive. 
erally speaking, it is fair to say that people 
ув work as hard as they did in -both the 
an and Edwardian eras, but times are changing, 
ds are changing, and the ideas of those days 
juently inapplicable today. V 
surely the one basic factor which is common 
| eras is the absolute need to preserve family 
ich today is seriously threatened. There are 
»ple who would not be willing to save more 
зу do but are quite unable to do во on account 
iréssure of indirect and direct taxation. 

e past decade many theorists have believed 
k better for the state to provide for the 
· lal than the individual for himself. This has 
la most expensive experiment and I would 
that the most elementary lesson to be learnt 

га nation, we must live within our income. 
нова] overdraft of the past few years has 
lected in inflation, depreciation of the £ and 
lonetary features foreign to this country’s 
ce. Therefore the first objective of govern- 
ist surely be to reduce drastically its demands 
National Exchequer and if this means a 

ange in policy, then it is to be hoped that 
| authority will have the courage of their 
ins and take the necessary measures. 

| the greatest need today is not so much 
ind the preservation of living standards, 
t as they are, but rather the maintenance of 
ist moral standards which can only result 
p religious conviction. 
Yours faithfully, 

L. H. TRIMBY, a.c.a. 


| 













| 
i Stoke, Bath. 


| Тах on Dividends: Malta 


l 


pme-tax was introduced into Malta in 1948, 
par of assessment being 1949, on the basis 
come Е 


| liability companies deduct tax from divi- 
(at the rate applicable, which is 5s in the 
justment for the tax deducted at source is 
| in the shareholder’s personal assessment, 
il way; (The maximum rate of tax payable 
vidual із 1os in the £.) 
ppens that some companies, owing to the 
* initial allowances etc. have, during the 
ears, aid dividends which exceed the 
rofits ка income-tax, but have deducted 
from such dividends. 
ind. Revenue, in-accordance with the Malta 
ix Act, 1948, when assessing the share- 
duce the tax deducted at source propor- 
the tax actually paid or payable by the 
ut the dividends are treated as assessable 
3e hands of the shareholders. 
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Should not the dividends also be reduced in the 
same proportion, on the grounds that, for tax 
purposes, any portion of a dividend which exceeda 
the question of whether a company is entitled to 
deduct more tax than it actually pays has’ been 
ignored. | . A Xours faithfully, 
` Malta, С.С. Е. К. ARRIGO. | 


Issue of Certificates of Practice 
Sm, — In the absence of restrictive legislation it 
would, I suppose, be generally conceded that any 
advantage which the qualified practitioner enjoys 
over the unqualified must derive mainly from 
igher standards of competence and ethics. 
is prompts one to ask whether the best interests 
of the profession are served by the issue of certificates 
of practice by the Institute on the present scale. 
Your issue of February 14th records fifty-four 
names of the recipients of such certificates, of whom 
thirty-nine have been qualified for less than five 
years. 

Qualified men of mature years would, I imagine, 
admit that for the first five yéars at least after 

ualifying they were not possessed of that peculiar 
combination of ability, knowledge, integrity and tact 
which is so essential to those who desire not only to 
build a successful practice but to exalt the status 
of the profession in so doing. 

Would it be unreasonable, therefore, to specify 
some minimum period between qualification and the 
ng to apply for a certificate of practice? The liberty 
of the subject is precious, but in complete liberty 
there is the risk of complete anarchy in which the 
best interests of the profession and of the clients may - 
be defeated. Is this a consummation devoutly to be 


wished? Yours faithfully, 
Hatch End, Middlesex. J. HADGRAFT. 
Effective Cost of Dividends 


Sm, – There appears to be a slip in the second formula 
given in the letter from Mr E. K. Landless in your 
issue of March 7th. Assuming a gross dividend of 

тоо, net {52°5, the first formula gives the correct 
a for gross earnings required of £145. To arrive’ 
at this figure from the net dividend, however, it із. 
n to add 37/21sts of the net dividend and 
not 6/7ths as stated in the second formula. 

Mr Landless does not cover dividends paid out of 
profits liable to excess profits levy. In case these 
may be of interest I set out below the factors which 
I employ for similar calculations. 

То ascertain earnings required to pay a dividend: 

(a) out of standard profits: | 

Multiply net dividend by 2-762- 
Multiply gross dividend by 1-45 

(5) out of excess profits: 

Multiply net dividend by 6:905 
Multiply gross dividend by 3:625 
Yours faithfully, 


London, ЕС4. А. К: ANDREW, A.C.A. 
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Godfrey Phillips Ltd v. 
Investment Trust Corporation Ltd 
[а the High Court of Justice (Chancery Division) 
December roth, 1952 
(Before Mr Justice WyNN-PARRY) 
Income-tax — Company – Dividend — Cumulative prefer- 
тсе shares – Underpayment 9f dividend – Aggregate 


Shareholders entitled to 
tax deductible — Income p 
а), 

From 1939 the plaintiff computed the dividend оп 
its *B' cumulative preference sbares according to a 
certain method, and on July 26th, 1951, the House of 
Lords held, in Friends Provident and 
Office v. Investment Trust Corporation Ltd (30 A.T.C. 
321), that this method was wrohg, and in consequence 
the dividend since October 31st, 1939, had been 
underpaid. The action which led to this decision was 
begun on December 22nd, 1948, and was instituted 
because of a challenge by a shareholder in September 
1948. During the period the dividends on preference 
shares ranking after the ‘B’ preference shares were 
paid in full, and dividends were paid on the ordinary 
shares. 

The company submitted a special case, under the 
Rules of the Supreme Court, Ord. 34, r. 1, for the 
opinion of the Court on these questions: 

(1) Whether the first dividend which was to be 
regarded as deficient was that which was paid 
on October 31st, 1939, or that which was paid 
on October 31st, 1948. 

(2) Whether the aggregate sum, which should be 
paid to the shareholders of the ‘B’ preference 
shares in respect of underpayment should be 
distributed among the holders of those shares 
who were registered at the respective times 
when the deficient dividends were paid; or 
should be paid wholly to those registered at 
the time of the payment of the aggregate sum. 

(3) Whether the income-tax which, under Section 
184 (1) of the Income Tax Act, 1952 (formerly 
General Еше 20 in the Income 'T'ax Act, 1918), 
the company was entitled to deduct when 
distributing the aggregate sum, should be 
computed at the various standard rates in 
force at the dates when the deficient dividends 
were paid, or at the standard rate in force when 
the aggregate sum was distributed. 

Held, (1) that on no occasion when too small a 

dividend was paid was any debt created as to the 
deficiency, but the rights of the holders of the ‘B’ 


Act, 1952, Section 184 


preference shares to receive their full dividends. 


was not affected, and no period of limitation was 
applicable, and therefore, the earliest dividend which 
was deficient was that which was paid on October 
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A full report of these cases summarized in this column will be published, with Notes on the Зане, 
in the Annotated Tax Cases. 


Century Life - 


‘of tax therefrom. | 
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318t, 1939; (2) that the aggregate sum payable to ње 
holders of the ‘B’ preference shares to make up the 
deficiency was a dividend which, thoügh calculated 
by reference to a period from October 318t, 1939) 
was in respect of the year in which it| was declared; 

and therefore could be paid only whe persons 
who were the registered holders at the date of the 

declaration; (3) the rate at which thejcompany was 
entitled to deduct tax, under Section [184 (х) of the. 
Income Tax Act, 1952, when distributing the а 
gate sum, was the standard rate in force at the time 
of the declaration of the dividend. | 


Bank voor Handel еп Scheepvaart р. || 
Custodian of Enemy Property 1 

„Та the Court of Appeal - November 3rd, 1952 || 
(Before THe Master or THE ROLts (Sir Ка 





EvznRsHED), Lord Justice DENNING and Lord 
Justice ROMER) 

Income-tax ~ Assets held by Custodian + Investment ој 
assets – Payment of income-tax on income — Transfer of 
proceeds to owner — Whether i ыў tax deductible from 
income received by Custodian – Trading with the Enemy 
Act, 1914, Section 4 — Crown 5 — Income Take 
Act, 1918; Schedule D, Miscellaneous Rule 1 – Trading. 
with the Enemy Act, 1939, Sections 7, 15, 16 ~ Tradirig 
with the Enemy (Custodian) Order, 1939 (Мо. 1108), 
Article 3 — Defence (Trading with the Enemy) 
tions, 1940 (No. 1092), Regulations 4 (3), 6 — Finance 
Act, 1944, Section 42; Schedule IV, Tut I-Tr 
of Peace (Italy, Roumania, Bulgaria) Hungary а 
Finland) Act, 1947, Section I — Treaty y of Peace 
(Hungary) Order, 1948 (No. 116), ‘Article 1(3). | 

In 1940 gold belonging to a Dutch company was 
transferred to the Custodian of Enemy Prope 
and shortly afterwards the Custodian sold the go. d 
and retained the proceeds as enemy property. La t 
he bought Treasury billa at a discount, and made ја 
profit and paid income-tax thereon! In 1950- the 
proceeds in the hands of the Custodian were trang- 
ferred to the Administrator of Hungárian Property. 
In 1951 the plaintiff obtained judgment against the 
Administrator in respect of the sale of the gold, and 
it was conceded that any sums earned by e use of 
the proceeds while in the hands of'the Custodian 
were also payable to the plaintiff. The plaintiff then 
applied in а action for the determination of the 
question whether the Custodian was entitled to 
deduct income-tax paid by him on the profit ms 
the Treasury bills. 

Held (reserving tbe judgment of Mr Justiče 
Devlin), that the Custodian did not receive the i income 
in question of behalf of the Crown, that the Custodian ' 
was not exempt from liability to income-tax, and that 
therefore the plaintiff was entitled to the sums 
earned by the proceeds of sale subject to the deduction 












































A t special and ordinary meetings of the Council, held 
on Wednesday, March 4th, 1953, at the Hall of the 
Institute, Moorgate Place, London, ЕС2, there were 


Mr Т. B. Robson, M.B.E., President, in the chair; Mr J. 
Blakey, Vice-President; Mr W. L. Barrows, Sir Harold 
Barton, Mr T. Hamilton Baynes, Sir Bernhard Binder, 
еввгз С. W. Boyce, с.в.н., W. С. Campbell, P. Е. Car- 
penter, W. S. Carrington, S. W. Cornwell, E. C. Corton, 
A, S. Н. Dicker, M.B.E., W. W. Fea, С. R. Freeman, S. H. 
illett, M.C., Р. Е. Granger, Sir Harold Howitt, G.B.E., 
р,8.0., M.C., "Sir Russell Kettle, Messrs W. H. Lawson, 
BE. Р. Morgan-Jones, C. О. Peat, m.c., P. M. Rees, M.C., 
. W.'Robson, С. Е. Saunders, Gilbert D. Shepherd, M.B.E., 
. M; Strachan, 0.3.z., E. D. Taylor, С. L. C. Touche, 
. Gordon Turner, м.с., A. D. Walker, Sir Nicholas 
Waterhouse, K.B.E., Mr R. P. Winter, M.C., T.D., with the 
Becretary and Assistant Secretaries. 


| Welcome to New Member 
e President welcomed Mr W. W. Fea who was 
attending for the first time as a member of the Council 
апа Mr Fea briefly replied. 


Presentation of Prizes 


I had hoped to have the privilege of presenting a 

prize to my own articled clerk, R. E. Chancellor, 
: who won the Plender prize for advanced accounting in 
: the Final examination. He, however, has already taken 


ountry of Australia. I must, therefore, be content with 
; fending him my good wishes. 

You who are here today represent every stage of our 
tudent life from those who have succeeded in the 
reliminary examination to those who have passed the 
' last hurdle of the Final examination. 

We in this Council represent the varied life of the 
stitute's members, provincial and metropolitan, 
bractising and industrial. We are all equally pleased to 
zd your виссезв and we congratulate you all most 
by у. 

Examination prowess alone will not make the real 
artéred accountant. It is, however, a very useful 
basis of achievement on which to build. Accountancy 
з essentially a practical profession. We have to show 
n our lives not only mental ability but also the qualities 
bf integrity and honesty, pertinacity and adaptability, 
ertness, imagination and readiness to help others, 
which exemplify personality and character. These 
hualities are won in the school of experience and in 
ontact with one’s fellows rather than from examination 
yllabuses and text-books. 

Even you who have passed the Final examination. 
have still much to learn. You have satisfied others with 
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your progress so far; never, however, be satisfied with 
yourselves. Life is a training school in which we are 
all pupils; once we cease to learn we cease to live. 

‘The public views the title chartered accountant with 
respect because the public has acquired, over the 
seventy-three years since our charter was granted, 
some idea of the high standards for which the title 
stands. It can only continue to hold us in that high 
regard if we continue to show that we have those quali- 
ties which made the name of our Institute a symbol of 
all that is honest, intelligent and true the world over. 

The future lies in the hands of you young people 
who are here today and others like you. Magnificent 
opportunities lie ahead for service to the public and to 
your chosen profession both at home and abroad. Be 
prepared to seize them and make the Institute and your 
own lives what all of us here want them to be. 

Be ambitious, be receptive, be ready to learn all you 
can from the experience of others as well as from your 
own, pass on to your younger brethren the benefits 
which you gain. Таке an interest in all things, not 
merely in technical professional affairs, but also in the 
wider life outside. Remember that active participation 
in sports and games, social service work, interest in 
literature and the arts, in travel, and many other things 
which are outside examination programmes are of great 
importance in the development of a full life. The wider 
your interests the better chartered accountant you will 
be capable of being. 

Whatever is the stage which you have reached in 
your progress towards admission as a member of the 
Institute, you take with you from this chamber the best 
wishes of the members of the Council each and all of 
whom extend to you again their warmest congratula- 
tions upon your achievements. (Applause). 


Preliminary: 
First in Order of Merit, the Institute Prize and the Deloitte 
Prize for the year 1952 
Blakesley, A. L., Great Yarmouth. 


Intermediate 
First Certificate of Merit, the Institute Prize, the Stephens 
Prize and the Plender Prize for the Auditing paper 
Gray, D. R. (H. W. Fisher), London. 
Second Certificate of Merit 
Jones, R. W. (R. J. Wheeler), Canterbury. 
Fourth Certificate of Merit ` 
Pascoe, J. H. (A. R. Stacy), London. 
Tschaikowsky, D. J. N. (D. D. Kidson), London. 
Sixth Certificate of Merit and the Plender Prize for the 
Taxation and Cost Accounting paper 
Gyoury, H. W. (P. C. Watt), London. 


Seventh Certificate of Merit and the Frederick Whinney 
Priz 


e 
Robson, J. S. (J. C. Billingharn), London. 
Eighth Certificate of Merit 
Cohen, Н. (P. Fine), London. 
Tenth Certificate of Merit 
Burgess, G. J. (E. J. H. Clarke), London. 
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West Prize 
Lowe, W. M. (R. E. Herington), Birmingham. 
Plender Prize for the Boohk-keeping and Баай 
(Limited Companies) paper 
Rich, D. (J. M. Hanmer), Liverpool. 


Final 
Plender Prize for the English Law (Part IT) paper 
, Camamile, G. H. (J. Camamile), Lincoln. 


Auditing Prize and the Plender Prize for the Auditing paper 
Clinton, А. С. (S. С. Silem), London. 
Plender Prize for the Taxation paper 
Jarrett, M. R. (T. B. Hughes), London. 
Plender Prize for the English Law (Part I) paper 
Winter, Е. Е: (J. L. Jeffree), London. 
Roger N. Carter Prize 
Fields, Miss J. (W. Hare, Junr.), Blackburn. 
Theodore Gregory Prize 
Gruber, H. Dh Classick), Manchester. 


est Prize 
Stone, K. B. ná A Beale), Birmingham. 


Exemptions from the Preliminary Examination 
Three applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (5) for aoe 
from the Intermediate examination was acceded to 


Reduction in Period of Service under Articles 


Two applications under bye-law бг for a reduction in 
the period of service under articles were acceded to. 


Autumnal Meeting, 1953 


The Council authorized the publication of the follow- 
ing statement: 

Mr K. А. E. Moore, F.c.a., London, has consented to give 
an ai on “The accountant as financial adviser’, and 
Mr E. N. Macdonald, р.в.с., F.c.a., Liverpool, an address 
on ‘Eighteen months’ experience of the excess profits levy’ 
at the twenty-first autumnal meeting to be held at Scar- 
borough on October 8th, gth and roth, 1953. Notice of this 
meeting will be circulated to all members in England and 
Wales at the end of March 1953. Members overseas who 
may be interested are asked to write to the Secretary, 


Taxation and Research Committee 
Mr Arthur R. English, A.C.A., was appointed as a 
nominee of the Council on the Taxation and Research 
Committee following the resignation of Mr W. W. Fea 
on his election to the Council. 


Articled Clerks engaging in Other Business 
One application under bye-law 57 from an articled 
clerk to engage in other business during his period of 
service under articles was not acceded to. 


Changes of Name . 
The .Council decided that the following changes of 
name be made in the Institute records: 
Wilfred Charles Clout, A.c.4., to Wilfred Charles Craig. 


Georg Simons, A.C.A., to George Simons. 
Certificates of Practice etc. 


It was resolved: 
(x) That certificates of practice be issued to the 
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following twenty associates wh : 


practise: ``. 
Castle, Kenneth John; 1952, A.C 
Hardwick), 12 Catford Broadwa 


; 1929, A.C.A; 
Smith & W ), 7 Grimshaw] + 
Manchester. | 
Colvin, John Anthony; 1951, А 


Cookson & Co), 515 Martin’s 
Street, Liverpool, 2. 
Diamond, Howard Aaron; 1922, 
Broadway, Westminster, Lond: 
Francis, John Henry;. 1951, A. 
McAlpin), 3 St Martin’s East, 
Han Laurence Peter; 1950, 
Palmers Green, London, Nr3. 
Hayes, James Reginald; 1949, A.C. 
57 Regent Street, Wrexham, an 
Hughes, Roger Derek; 1949, A.C. 
Bank Chambers, South Road, 
Jinks, Graham Joseph; 1952, AG 
Jinks), 95 Union Street, Pl 
Joseph, Alan Basil; 1952, ЈА. re 
35 Crooked Usage, Finchley, 
‘Nissen, Peter Charles Maitland, 
“Egerton Gardens, London, SW. 
Schiff, Stanley Aubrey, M.A.; 1952 
Avenue, Woodford Green, Es 
Settle, Henry Frederick; 1951, 
Liverpool, 15. 
Sprange, Reginald Sydney; 1954 
Avenue, С Surrey. 
eo на 1951, А.С.А.; 
oan Street, Ipswich, and 
Felixstowe and Woodbridge. 
Swaffield, Alan Cecil; 1950, A.C 
ham, Surrey. 
Swann, Paul Albert Ronald; 1952, 
North Ealing, London, У/5. 
Welsford, Peter Anthony; 1952, A. 
itton, Sus 





field Road, Thames 
Wevell, William Beckerleg; 1951 

Sully & Co), 25 Market Place, 

Barnstaple, Bridgwater and Sou 
Wood, James Landless, T.D.; 19: 

Hargreaves, Smith & Wood), 7 

ley, and at Manchester. 

(2) That twelve associates 
under clause 6 of the suppl 
, law 31). 

(3) That one associate be el 
clauses 6 and 31 of the suppl 





-law 31) 


(4) That two hundred and 
admitted as associates under c 
mental Charter (bye-law 31). 

(s) That two hundred an 
admitted as associates under 
mental Charter (bye-law 36). 

А list of those who comple 
membership before March 174 
Accountant of March 2186. 


Elections to the 
Mr Douglas Archibald Clarke, 
and Mr Ernest Frederick Gq 
F.c.A., London, were elected m 
to fill the vacancies caused by 
Н. Crewdson Howard, F.c.a., 
Roberts MacGregor, F.C.A., Li 


* placed against a Firm Name si 
exclusively composed of members 





i 





| egistration of Articles | 
The Secretary reported that one hundred and thirty- 
sleight articles{of clerkship were registered during the 
| month of Feb jid 1953 88 compared with one hundred 
' and forty-twó in the previous February. 


.' Flood tress in Great Britain, the 
|. | e Netherlands and Belgium 

r ; reported the messages of sympathy 
itwhich had exchanged with the President of the 
: | Netherlands bs van Accountants and the Presi- 
‘Ident of the College National des Experts Comptables 
|| de Belgique and the message which had been received 
jfrom the titut der Wirtschaftsprüfer in regard to 


I the recent flood disasters. 


(| tion: Committee óf the Council of the Institute to 
3 the Disciplinary Committee of the Council that a 
| member of e Institute had been guilty of acts or 
defaults discreditable to a member within the mean- 
| ing of Clause 21, sub-clause (3) of the supplemental 
| Royal C г in that (a). having been instructed by 
| the shareholders of a limited company to effect the 
' sale of.the s and assets of that company he failed 
| despite ее requests made to him during the 
| period. from M ay 1951 to March 1952 to complete 
| such sale within a reasonable time eby causing 
| financial los to such shareholders; (b) having. been 
| instructed in connection with the said sale of the 
| shares and} assets of that company to discharge 





| the period from July 1951 to December 1951 des- 
pite repeated requests to discharge one of the said 
liabilities o | approximately £50; (c) despite repeated 
requests made to him during June, J ders August 
1952 he failed to hand over certain books of account, 
receipts, stdtements and papers relating to the afore- 






(d) despite yepeated requests made to him during the 


A ный mplaint was preferred by the Investiga- 
| tion Committee of the Council of the Institute to 
the’ Disciplinary Committee of the Council that 
| John Anthony Bodoano, F.c.a., had been guilty of 
| acts or defaults discreditable to a member within 
the meaning of Clause 21, sub-clause (3) of the 
‘supplemental Royal Charter in that he (a) despite 
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| said company and the sale of its shares and assets; 
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Deaths of Members . 
The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr Joseph Surtees Brittain, F.c.a., London. 
» Charles Edward Claridge, F.c.a., Bradford. 
5; Clayton, M.B.E., A.C.A., London, 
» Eric Tylee Cronk, A.C.A., London. 
5 Normia Doyle, LL.B., A.C.A., Cheam. 
» Herbert Patrick Duffey, A.C.A., Sydney, N.S.W. 
» Alex Colin Eiloart, F.C.A., Londo 
” George Herbert Hodgson, a c, Sheffield. 
· ,, George Herbert Jefferis, A.C.A., Nottingham. 
, Edward Norman Kerr, F.c.a., London. 
» Arnold Mason, А.С.А., Accrington. ` 
» James Crook Miller, A.C.A., Manchester. 
"o, Percy John Payne, r.c.4., Westcliff-on-Sea. 


Р i | Resignations » Shoko Cromarty Scott, A.C.A., Toranto, Canada. 

| The. y reported the resignations of: » "Tom Sims, A.C.A., London. 

1 ' Miss Dora Mary Li A.C.A., Oxford. 55 Gerald Jos h Douglas Smith, r.c.4., Plymouth. 

| Mr Francis Charles Gibbons, A.C.A., Hastings » Vernon Walker, F.c.a., Bramhall. 

| »' Рова! Edward Robson, M.A., A.C.A., Chippenham. » Robert Paley Whipp, F.C.A., Manchester. 

| FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
‘| Finding Decision of the Disciplinary Committee of the Council of the Institute inted pursuant 
| to bye-law] 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, rd ata 
| . , .' heüring held on January 7th, 1953, and an adjourned hearing held on February 3rd, 1953. 

| | | 

| A formal complaint was preferred by the Investiga- period from April to September 1952, he failed to 


band over to a second limited company or its auditor 
or solicitors certain books and papers to enable the 
audit of the accounts of the said company to be 
prepared; (e) he failed within a reasonable time or at 
all to carry out the duties entrusted to him in relation 
to the settlement of the tax affairs of a client; (f) he 
failed despite repeated requests made to him ‘since 
June 1952 to give to a firm of accountants the informa- 
tion relating to the said tax affairs of the aforesaid 
client required by that firm for the preparation of the 
accounts of the said client; (g) he failed to reply or 
take any action in response to seven communication 
addressed to him by the Institute, so as to render 


-himself liable to exclusion or suspension .from 


membership of the Institute. The Committee found 
that the formal complaint had been proved under 
headings (5), (9, (d), 0. (f) апа (2) but not under 
heading (a) and the Committee ordered that the 
member be reprimanded but the Committee con- 
sidered that there existed special circumstances 
which justified the omission of his name from the 
publication of the Finding and Decision. 


Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
103 of the prc appended to the supplemental Royal Charter of December 21st, 1948, at a 
| hearing held on February ah, 


1953. 


-repeated requests failed to return to a limited com- 


pany cheque-book counterfoils and bank paying-in 
counterfoils belonging to that company; (5) 
despite repeated requests failed to return to another 
company books and papers belonging to that com- 
pany, so as to render himself liable to exclusion or 
suspension from membership of the Institute. The 
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Committee found that the formal complaint against 
John Anthony Bodoano, ғ.С.А., had been proved 
under both headings and the Committee ordered 
that John Anthony Bodoano, F.c.a., of 19 Charing 
Cross Road, London, WC2, be excluded from 
membership of the Institute. 


À formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Frederic 
Alan Bardsley, ғ.С.А., had been guilty of acts or 
defaults discreditable to a member within the mean- 
ing of Clause 21, sub-clause (3) of the supplemental 
Royal Charter, in that (4) he knowingly issued 
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inaccurate certificates dated respectively February 
22nd, 1952, and October 4th, 1952, to the effect 
that a certain person had duly served with him under 
articles in accordance with the provisions of the 
Royal Charters and bye-laws of the Institute; (5) he 
failed during the period from May isth, 1951, to 
August 17th, 1952, to ensure that the said person 
served him as articled clerk in accordance with the 
provisions of bye-law 58, so as to render himaelf 
liable to exclusion or suspension from membership 
of the Institute. Тће Committee found that the 
formal complaint against Frederic Alan Bardsley, 
F.C.A., had been proved and the Committee ordered 
that Frederic Alan Bardsley, Р.С.А., of 6 St Ann's . 
Square, Manchester, 2, be reprimanded. ` 


THE SHEFFIELD AND DISTRICT  . 
SOCIETY OF CHARTERED ACCOUNTANTS 


The Sheffield Chartered Accountant Students’ Society 
| Joint Annual Dinner | 


A joint annual dinner was held at The Grand Hotel, 
Sheffield, on Friday, March 6th, 1953, by members of 
The Sheffield and District Society of Chartered 
Accountants and of The Sheffield Chartered Account- 


ant Students’ Society. The President of the District : 


Society, Mr Alan G. Smeeton, F.c.a., was in the chair, 
and the 229 members and guests who attended were 
received by him and by Mr T. B. Robson, M.B.E., 
M.A., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales. 

Among those present were Alderman Peter 
Buchanan, J.P., Lord Mayor of Sheffield, Lord Dudley 
С. Gordon, D.s.0., LL.D, M.LMECH.E., Sir Harold 
West, the Master Cutler, and 


Councillor G. Allison (Mayor of Worksop); Messrs 
W. Е. Banks, ¥.c.1.1. (President, Insurance Institute of 
Sheffield), E. P. Broome, F.c.a. (President, Nottingham. 
Society of Chartered Accountants); Е. Cave (Н.М. Principal 
Inspector of Taxes); Dr A. W. Chapman, D.sc., F.R.LC. 
(Registrar, University of Sheffield); Messrs Douglas A. 
Clarke, LL.B., Е.С.А. (Chairman, London and District! 
Society of Chartered Accountants, Member of the Council, 
Institute of Chartered Accountants in England and Wales); 
Derek du Pré (Editor, ‘The Accountant’); G. N. Fullagar, 
E.C.A. (President Liverpool Society of Chartered Accountants). 

Messrs Е. К. Gardiner, j.p. (Editor, ‘The S. 
Telegraph’), Н. James Gittoes, J.P., F.c.A. (President, 
Birmingham Society of Chartered Accountants); E. Gooseman 
(Башт, ‘The Star’); Arnold Graves, РАЈА. А 
President, Sheffield and District Branch, Chartered Institute 
of Secretaries); Ernest Green (Chairman, Sheffield Centre, 
Institute of Bankers); Alderman Frank Hadfield, J.P. 
(Mayor of Chesterfield); Messrs John Heys; c.3.z. (Town 
Clerk of Sheffield); W. Н. Higginbotham, ¥.8.a.a. (President, 
Incorpor Accountants Society of Sh , and Vice- 
‘President, Sheffield Chamber of Commerce). 

Messrs Philip Howe, LL.B. (Clerk of the Реасе); W. 


Gerwyn Jones, r.c.A. (President, South Wales and Mon- - 


mouthshire Society of Chartered Accountants); A. S. MacIver, 
M.C., В.А. (Seer , Institute of Chartered Accountants in 
England and Wales); Stanley Moffett, M.C., ма, (Director 
of Education, City of Sheffield); E. E. V. Rowley, A.C.A. 
(President, Leicestershire and Northamptonshire Society of 


Chartered Accountants); К. G. Shuttleworth, F.c.a. . 
(Member of the Council, Institute of Chartered Accountants 
in Eng and Wales); К. С. Ward, ¥.c.w.a. (President, 
Sheffield Society of Cost and Works Accountants); Councillor 
M. Y. Young (Mayor of Rotherham). um : 


The High Level of Taxation . 


The toast of ‘The City and Trades of Sheffield’ was 
proposed by Lord Dudley Gordon, who said in the 
course of his speech: | . 

*The t difficulty is not merely the high level of 
taxation but the way in which it is imposed... one cannot 
point out too often the necessity of making some change. 
One realizes that expenditure must be high to méet present- 
day conditions, but it is not for those engaged in indu 
to try to teach the Government in power how to deal wi 
this. 


.In his reply, Alderman Peter Buchanan expressed 
his own indebtedness, as a public man, to the help 
and guidance he had received from the accountancy 
profession. Не paid a warm tribute to Councillor 
О. S. Holmes, J.P., Е.С.А., A.C.W.A., the Lord Mayor 
elect, who was a well-known member of the account- 
ancy profession in Sheffield. (Applause.) 

Proposing the toast of "The Institute of Chartered 
Accountants in England and Wales’, the Master 
Cutler, Sir Harold West, said that the many industrial- 
ists of Sheffield had cause to be grateful to chartered 
accountants at а time when they had been rather 
helpless and in need of professional advice — as also 
had the clubs and social services, who had felt the 
need for an accountant to come along 'to put the cash 
account right'. Many of these services had been given . 
voluntarily, and the work of unravelling the problems 
of such accounts was of great assistance to the social 
structure of this country. 


'The Institute's Examination Results 
In the course of his reply Mr Robson said: 


‘People are apt to draw entirely false inferences from the 
statistics of our examination results. 
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‘Some have noticed that the overall ratio of successes in 
our last Final examination was only 46 per cent and that the 
results in earlier examinations of recent years were similar 
or worse. They have inferred from this that there is some 
sinister attempt on the part of our Council to maintain an 
excessively high standard and thus to Jimit the numbers 
who can attain membership and call themselves chartered 
accountants, 7 

‘Nothing could be further from the truth. We want to add 
to our membership every young man of character, ability 
and reasonable educstion who desires to qualify and is 
willing to go through our rigorous course of training. The 
present level of our membership is 17,000 and we have under 

' training 6,000 or 7,000 students who are serving or have 
completed their service under articles. We are y largest 
body in the world which confers an accountancy quali- 
fication, but there is no desire to limit our numbers, Un 
the contrary, we look to see the Institute grow from 
strength to strength. 

‘I can well see, however, that. the statistics can be mis- 
leading. I have myself been perturbed by them from time 
to time and have asked the secretary to investigate. 

"The fact is that the overall ratio of 46 per cent is nothing 
more than what it says, and is of only limited significance 
unless other figures are available. If, for example, account 
is taken of the candidates who sat the recent examination 
after failing on one or more previous occasions, the ratio 
of successes of such candidates is much lower than 46 per 
cent; this is indicated by the fact that 56 per cent of those 
who sat last November for the first time were successful. 
Moreover, the overall percentage is also depressed by the 
failures of war concession candidates, that is men who 
were allowed to sit the Final without having had first to sit 
the Intermediate examination. About two-thirds of such 
candidates at the last Final examination were unsucceasful.' 


Mr Robson concluded his remarks on this subject 
by saying: 

"What is needed is ава application on the part of 
the students, accompanied, of course, by careful selection 
of recruits by the practitioners with whom the students 
enter into articles.’ 


Taxation Hardships of Individual Traders 


Mr Robson continued: 

‘I had hoped that long before this meeting we should 
have seen the publication of the recommendations of the 
Tucker Committee on retirement benefits. Few subjects 
are of such interest to those who endeavour to earn their 
livings as self-employed persons, including those who 
practise our profession as individual practitioners or in 
partnership with others. 

“You here present know only too well, from bitter personal 
experience, that the self-employed person is at a major 
disadvantage in regard to his ability to provide for his 
retirement as сот! with many salaried directors of 
comparable standing employed by companies. Companies 
are permitted, through the medium of pension schemes the 
companies’ contributions to which are allowed to be 
treated as expenses deductible in full for taxation purposes, 
to provide generous pensions for such persons who are in 
their employ. The contributions by the employees them- 
selves are also allowed in full as deductions from their 
incomes in assessing them to income-tax and sur-tax. 
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` "The self-employed person, on the other hand, can make 
no similar arrangements for tax relief on either his business 
profits or his personal income. It is true that, like all other 
taxpayers, he can obtain income-tax relief on premiums 
paid on endowment life assurance policies, but that relief 
is limited, inter alia, to 40 per cent of the standard rate of 
income-tax, and he does not obtain any relief from sur-tax 
on his contributions. 

"This is a most disturbing situation; but it does not end 
even there. Companies, even those which are under the 
control of five persons or less and are thus within the acope 
of the sur-tax legislation, are permitted to build up reserves 
out of any profits which are left after meeting income-tax, 
profits tax and excess profits levy. But the self-employed 
trader is liable to sur-tax on every penny of his trading 
profits, whether drawn out of the Éa usiness or not. His 
chances of saving and of reinvesting his profits in his busi- 
ness are thus more restricted than those of most companies.’ 


Raw Deal from Governments 


‘Altogether, people who are self-employed persons have 
had a raw deal from successive governments in recent 
years. 

‘The sturdy independence, initiative and enterprise 
of these people have done much to make our country what 
it is. They still have much to contribute for the national 
good. It cannot be right, nor conducive to the recurrent 
development of people of this:type, that men who have 


' served or are serving the community well, should be sub- 


jected always to gnawing anxieties a3 to their old age and as 
to the fate of their dependants when the time comes for 
them, to work no more. The correction of this inequity is 
long Overdue and it is high time that something was done 
to give the working proprietor a chance,’ 


Action Needed more than Sympathy 
‘Surely it is not beyond the wit of the expert members of 
the Tucker Committee for whose report we have waited 
so long, to devise and persuade the Chancellor of the | 
Exchequer to accept a scheme which will substitute justice 
for inequity and remove the discouragement under which 
men of our own profession, as well as other self-employed 
persons, have been labouring since the advent of the 
excessive taxation rates now in force. 

‘These men form a class which wants more than sym- 
pathy; it desperately needs action.’ (Applause.)! 

The toast of “The Guests’ was ably proposed by 
Mr Ian D. Livingstone, B.A.(ECON.), Hon. Secretary 
of the Students’ Society, and Mr Derek du Pré 
replied. 

Mr R. С. Beard, F.c.a., Vice-President of the District 
Society, proposed a toast to "The President'. In his 
reply, Mr. Smeeton thanked Mr W. R. Jenkinson, 
F.C.A., Hon. Secretary, Mr Harry Wharam, F.C.A., 
Hon. Treasurer, and Mr Percy E. Smith, r.c.A., Hon. 
Secretary of the Dinner Sub-Committee, for all the 
hard work they had contributed during the past year. 

Music was provided during dinner by Hal Baker 
and his Grand Hotel Trio. 


! Mr Robson's remarks are discussed in our first leading 
article. 
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NOTES AND NOTICES 


The Cliartéród Accountants' Benevolent 
Association 


The EN meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Accountants 
in England and Wales, Moorgate Place, London, 
EC2, at 2.15 p.m., on Wednesday, March 25th. 


Personal 


Messrs WnuiNNEY, Murray & Со, Chartered 
Accountants of Paris and Antwerp, announce that 
Mr E. BARTHOLOMEW, A.C.A., already a partner in 
their associated firm of Messrs WHINNEY, Murray, 
BacuLEY & Co, Hamburg, has been admitted as a 
partner as from October 1st, 1952. 

Messrs УУАЈТЕК Meacock & Co, Chartered Ac- 
countants, of Carlton Chambers, High Street, 
Newport, Mon., announce that Mr ROBERT WALTER 
МЕАСОСК, F.C.A., and Mr SAMUEL AINSLIE COMMON, 
Ка > are joining the partnership. 

Mr T. KENNETH VENTER, A.S.A.A., announces that 
his Hull practice of T. K. VENTER & Co, Incorporated 
Accountants, is now being conducted at Gough 


Chambers, Savile Street, Hull. Telephone: Hull ? 


Central 35860. 
Messrs MONAHAN & Co, of 34 Regent Circus, 
Swindon, Wilts, announce that Mr WH H. DAWE, 


A.S.A.A., has been: admitted into partnership. as from 
March. 18t, 1953, and will become resident partner 
at their Chippenham office. 


London and District Society of 
Chartered Accountants 


At a meeting of the London and District Society of 
Chartered Accountants to be held on March 24th 
in the Oak Hall of the Institute, Mr Harold E. 
Wincott, Editor of The Investors’ Chronicle, will give 
an address entitled ‘Has the Companies’ Act, 1948, 
helped investors?’ The address, which will commence 
at 6 p.m., is the second in a series of three on auditing 
and accounts. 


The Chartered Accountant Students’ Society 
of London 

A students’-dance for members and their friends is to 
be held on Monday, March 3oth, from 7.30 p.m. to 
11.30 p.m. Double tickets at 13s may be obtained 
from Mr К. J. Carter, B.COM., F.c.a., Secre of 
the Society, at Finsbury Circus House, Blomfield 
Street, EC2. 


The Manchester Chartered Accountants 
Students’ Society 
The annual dinner of the Manchester Chartered 
Accountants Students’ Society was held at the 
Reform Club, Manchester, on March 6th. A report 
will appear in our next issue. 


Our Weekly Problem 
No. 61: THE SYMMETRICALLY-MINDED 
‘How do you spell “symmetrically”? Miss Asset 
paused over her typewriter. Charles Sidate, who was 
hovering with a letter in his hand to the secretary of 
his hockey club which he wanted typing, said: 
‘You'd better ask the Editor of The Accountant.’ 
‘Don’t be silly,’ said Miss Asset, ‘He won’t know.’ 
. S-I-M—,' began Charles. 
*No, I know it begins “SY” but has it two “m’s” 
or one?' . 
‘I tell you what, said Charles. 'I'll take four 
pieces of paper and write two “‘m’s” on one side and 
one “m” on the other side, of id and muddle them 
up. Then you can pick them out of a hat, put them on 
ithe table and see whether two '*m's" has it.’ 
| ‘It’s more likely that there'll pe опе “m” on two 
of the pieces and two “‘m’s” on the other two; so 
that won't work," said Miss Asset. 
What are the odds on this happening? 
The answer will be published next week. 


ANSWER TO No. бо: THE КАГЧВО\У-МІХТОВЕ CASH-BOOK 


At the g of the green cash-book there were 1,057 
empty folios, so there could be one cash-book of 1,057 
folios. From the wording of the problem there are more 
than one. The factors of 1,057 are 7 and 151, so there are 
seven cash-books left including the green, and three already 
used making ten in all 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or Marcu 16TH, 1878 
A Boon to City Clerks 


As will be seen from an advertisement appearing 
on another page, it is proposed to establish a large 
boarding house, within easy reach of the City, for 
the purpose of affording more comfortable, con- 
venient and cheap board and residence to City clerks. 
The advantages will be numerous, including, as they 
are intended to do, the use of a library and billiard 
rooms, and the pleasant association to be derived 
from community of tastes and interests. The scheme 
strikes us as one eminently deserving a trial. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 
COMPANY 


L”? 


10 ST JAMES’S STREET, LONDON, SWi 
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THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


Results of Examinations held in December 1952 


FINAL EXAMINATION 


SECTIONS I AND II 


First Place and Prize: Sidebotham, R., Stalybridge, Cheshire 


Second Place: Benham, Е. С., Carshalton. 
Third Place: Kitching, H., Luton. 


Fourth Place: Cole, G. L., Smethwick; Hardcastle, J. B., York. 


Berry, P. N., Sidcup, Kent. 
Bodill, G , Hucknall, Notts. 
Bunyan, J. R., Maidenhead. 


Card, A. E. S. Bouthgate: 
Chapman, R. $., Mill 


Dawodu, W. B., London. 


Kenton, Prin мех, 
Fo. , 'N., "Wisbech, 
M. J., Glasnevin, Dublin. 
rankland, W., 


Gravesend, 
Gulliver, L., Cross Gates, Leeds. 
Landau, S., London. 


Marshall, G. W., Cottingham, East Yorks. 
Melhuish, A. L., Swindon. 
Moore, Е. L., Nottingham. 
Morrison, A. W., Putney. 


Pearce, S. G., High Wycombe. 
Raitte, L., Dusseldorf, B.A.O.R; 4. 


Reynolds, A. G., Quinton, Birmingham. 
Rutland, P. С., ‘Sutton, Surrey. 


(in alphabetical order) 
Stonehouse, F., Cockerton, Darlington. 


Woraman, H., Bradford. 
Wright, G., London. 


Young, P. W., Thornton Heath. 
57 Candidates failed to satisfy the examiners. 


Of those who failed, the follo were 
successful in Section I aii 


· Alford, P. Н. N., Wélling, Kent. 


Bell, D. A., Thornton Heath, 
Bellchambers, R. J., Peverell, Plymouth. 


Benfield, S. Derby. 
Blisset, P. Sg! “Tolworth, Surbiton. - 
Broderick, K. W. Gladeside, Croydon. 
Сад, ES H. G., Willesden. 
Carvell, G. E., Chingf ord. 
Charlton, N., EM Newcastle ` тув 
upon e. 

Clare, J., Fairview, Dublin. 
Cluff, К. E., Cringleford, Norwich. 
Hague, HL, Tewkesbury, 

R., Harrow. 


e, К., 3 
Hughes, Т., Watford. 


FINAL EXAMINATION 


SECTION I ONLY 


Jowett, A., Crosland Moor, Huddersfield. 
Keenan, С. P., Cork. 


"Clapton. 
Loadea, H Wye Stoke Newington. 
Loveland, Т. J., Finsbury Park. 


Masters, А. L., Hall Green, Birznlágham, 
Milner, P. W, A., Maidstone 


Piggott, R. G., Maidstone, 
, Bounds Green. 
Pugh R. Ba ; Rumney, Cardiff. 


Richards, W. H., Eltham. 


Seal, С. A., Erdington, Bi 

Snowdon, A. G., West Jesmon { 
Newcastle upon Tyne. 

Swinyard, W. F., Clapham Common. 


Wall, S., Eccles. 
Woolcock, J. F., Harris’s Mill, 


: near Redruth. 
Woolley, L., Peterborough. 


hàm. 


First Place and Prize: Mackrill, С. W., Bridlington. 
Second Placer Lacey, E. C. J., Romford; Trimble, T. W., Runcorn. 


Alty, E. R., Bury 

Andrews, AT Js Ilford. 

Anslow, L. I., Corstorphine, 
Armstrong; J. S., North Shields. 

. Arnold, J. E. G., Copnor, Portsmouth. 
Aylett, J. H., Muswell Hill. 


Benton, ndon. 
Benton, I. V., Bilston. 
Bidwell, R. W. C. E., Непіеате. 


Third Place: Edmondson, W., Edinburgh. 
Fourth Place: Waters, N., Darlington. 


(in alphabetical order) 


Bisset, B. R., Liverpool. 
Black, E. A., Coventry. 
Blackburn, W. A, Cont Bridge. 


Blairs, J., Chesterton. 

Blincko, S. J. E., Chelsea. 

Bowes, R., Canton, Cardiff. 

Bradbury, O., Bolton. 

Bradley, C. H., Blythe Bridge, 
Stoke-on-Trent. 

Brewster, G., Waterloo, Liverpool. 

Brooks, J. B., Beckenham, 

Brown, E. R. C., Acton. 

Brown, G. H., Sutton, Surrey. 


illenhall. 


Brown, H. C., Southgate. 

Brown, S. А., London. 

Burke, A., London. 

Burnside, 'N. H., Bearsden. 
Burton, R., Hyde Park, Doncaster, 
Bushell, K. C., Broadstairs. 


Carroll, C. A. P., Brighton. 

Garett Pe. Sydenham 
rtwright, уде à 

Casemore, К. J., Blackheath. 

Cass, L. R, aliar 

Chambers, А, ei near Barnsley. 

Chaplain, D Ruth 

Cheatley, 


р., 
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Roach, A. E., Salisbury. 
Roberts, W. 3. Bishopsworth. 
Robinson, L Lo. Leicester. 
Rosen, А. 5., te. 
Rowbottom, А Oldham. 
Rowe, B. A. R., Hedge End. 


Bears, N. C., London. 
Shaw, J. K., Sutton. 
Short, W. K., Edinburgh. 


Shrubsole, W. S., Guildford, 
Simmons, L. R., funerum. 
Simpson, J. W., Warley. 
Singleton, АН. H., Humberstone. 
Siviter, W. А,, Scott's Green, 
Skelly, T., Drumcondra, 
Slack, G., peda и 
Smallwood, A Bromley. 
fue oF RA RA Green. 
Smith th, Miss · E. M. Parkstone. 
Smith, J. A., Dagenham. 


' 
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Smith, P. J., Plumstead. 
Smith, R. ; Grimsby. 
Smith, R^ D. North Cheam. 
Smith, S3 Lou hborough. 
Smith, S., Stockton-on- Tees. 
Smith, W. J., Greenford. 
Sood, M. Р. P. R., Mombasa. 
Sparks, C. D., Muswell Hil, 
Speed, C., Heighington. 


Stalley natone, 
Баа. P. almers Green. 
Stephens, D. А., Woodford Green. 


Stevens, E. F., London. 

Stockford, K. R, Oxford. 

Stoddart, T. B. Y., Wishaw. 
Stradling, E. P., Porthcawl. 
Stripe, M. R., Whyteleaf. 

Sullivan, Е. J., Rotherhithe. 
Sunley, J. W., Benchill. 

i dale. K. E., Wandsworth Common. 


Taylor, J. br Targ gns 


233 Candidates failed. 
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Thompson, C. A., Brampton. 
Thompson, L. J., Southfields. 
Ticehurst, F. A. E., Stanmore. 
Todd, N. "W., Everton. 


Ulimer, A., Edgware. 


Wadson, n D., London. 

Wagner, M., Rhiwbina, Cardiff. 
Walls, J , Fairview. 

Walsh, TE Richmond. 

Weaver, H. E., South Woodford. 

Webb, M. E., Southville, 

Whight, А. С. Р., Coulsdon. 

Wilford, J. an Benwell. 

Wilkinson, C. R., Balham, 

Will, J. P., Peterhead. 

Williams O., Newlyn. 

Wood, G. F., Croydon. 

Wood, G. P., Glasgow. 

Worcester, A. M. wl, Bierley: 

Wright, L. P., 

Wyett, P. L., а Da ick. 


INTERMEDIATE EXAMINATION 


First Place: Sheldon, J. C., London. 
Second Place: Beckett, A. G., Lowestoft. 
Third Place: Wooden, E. C., Wallington. 


Fourth Place: Pike, G. A., Looe; Turrell, E. R., Great Yarmouth. 


Allen, R. W., Kenton, Middlesex. 
Alen, oy Sacriston, Durham. 
., Nantwich, 
Au D., "Foo 
u 
Anderson, G. D, Pau 
Anderson, К. R., Fulham. 
Archer, W. Е., Leeds, 
Ashfield, R. T., Manchester. 


Bacon, P. J., Woodthorpe, Nottingham. 
Bailey K. A. Cheadle Hulme. 
uH H. К, Middlesbrough: 
, South Shields. 

Baird, R. A ws Cardiff. 
Baker, D. M., London. 
Baker; on a E Oak, Е 

Istrari, A., Burnt аге. 
Ball, С. E., Tottenham, icd 
Ballamy, M. Н, F., Hounslow. 


e. 
Bevar : Blythe Bri 
irchenoug: eymou 
Bishop, M. D., Sudbury. 
heffield. 


Black, C., Shiregreen, 
Blanche, S., Plumstead. 
Bool, Miss K., Swinton, near Mexborough 
Boyle, F., pono near Oldham. 
dman reenford. 
.S alding. 
Brewin, L., ; Merefield, Rochdale. 
Brittlebank, Т. W., Wistaston Green 

near Crewe. 
Brooks, J. A., Leighton, Crewe. 
Brown, A. V., Selsey. 
Brown, G. T., Yeovil. 
Burnett, R., Shoot-up- Hill. 
Butler, Ww. G., Broughton-in-Furness. 


Callaway, D. J. K., Salisbury. 

Cameron, H ndon. 

Cente KE F.; North Boarhunt, Fareham. 
Carroll, D. J., Islington. 

Casey, P. J., Holoway. 


e, Staffs. 


(in alphabetical order) 


Chambers, С. E., Carshalton. 
Chan, Kat Cheung, London. 
Church, E., Birmingham. 


Clark, G. D., West Norwood. 
Clark, L. 2. ” Brom! 
Clarke, K. bns St Helier, Jersey. 
Clay, B. aliasey, 
Cohen, b. M., Wembley. 

., North Harrow. 


Colenso, C. D., A] тов, Wembley. 
Coles, M. А., St 

Collins, J. R., н Bucks, 
Cross, R. A., Reading. 

Crowther, D. H., Kidderminster. 


Denney, B. H. E 


Dennis, J. A. G., Hanwell. 

Dickson, E. M., Davyhulme, Urmston. 
Donaldson, H. ee Loughton, Essex. 
Dow, R. V., 
Dowling, P. 


Duffy, J. E., Brixton Hill. 
Duke, K. F., Lucan, Co. ‘Dublin. 


Edmond, E., Parkstone. 

Egner, R. W. E., Chingford. 

Egunjobi, А. A. A., London. 

El Bahai, Mohamed, A. G., Giza, Egypt. 
England, D. K., Catford. 

Etwell, P. A., Potters Bar. 

Evans, Е. J., "Shoeburyness. 

Evans, S., Morriston, Swansea. 


Fearnett, H., Widnes, 
Feeney, J., Dundee. 
Fellows, A. E. P., Bexleyheath. 
Fenton, V. D., East Croydon. 
Fifield, E. C., Wimbledon Park. 
Fitzgerald, E., Splott, Glam. 

i Frecheville, Sheffield. 
Foster, D. 


A.J 
Fry, H. S., 


., South Ockendon, 


near Romford. 


Wycombe, 
ЕМА - 
Fryett, A. Е. Cambridge. 


H 
l 


Garnham, R A., St Saviour, Jersey. 


Geary, S Heston, Middlesex, 
ea es, р. аб ow. | Е 
е, Е МА wic 
b ич 


Gibbins, М 

Gibbs, J. » Titchfield, near Fareham. 
Gibbs, R, Sheffield 

Gibbs, S.. Sheffield. 

Gilbert, H., London. 

Golding, J 'н., Ruislip, Middlesex, 
Goldsmith, L. н., Liverpool, 

Goodman. 'M., Clapton. 

Gordon, А. E., St Albans. 

Gowen, G: I. "London. 

Graham. M. S., Bournemouth. 

Green, G., Prestbury, Cheltenham. 
Green, M, E., Chilwell, Notts, 

Green, R. B:, Northolt Park, Middlesex. 
Gregory, A., "Tottenham. 

Griffiths, F. A., Bishopstoke, near Eastleigh. 
Gutteridge, H. R, Anerley. 


Hagenbuch, B., Thornton Heath, 
Hall, J., Walbottle, Newburn-on-Tyne. 


Hampston, J. A., Waterloo, Liverpool. 
Harper, D. T., Marlborough. 
Harris, Е. У. J., London. 


Harrison, A. D. N., Coventry. 

Hart, G. C., Hythe, 

Hartwright, 'C. G., Knighton, Radnorshire. 
Hawkins, L. V., Lod Moor, Sheffield. 
Hawkswell, Miss M. York. 

Hedge, R. с: Stowmarket, Suffolk. 
Hemmin E S., London. 

Hewitt, T. "A, Heworth, Gateshead. 
Hillier, R. Eo Staple Hill, near Bristol. 
Hinchsltff, D. W., Hull. 

Holloway, I E., е Bristol. 
Holman, D. A., Catford. 

Howard, М., етан Liverpool. 


Ilott, L. W., Scunthorpe. 
ackson, L Ly Maida Hill. 


ardine, D , Kilmarnock. 
ay, K. E., DN am. 

ewell, abe Green. 
ohnson, 'G. 15 


eatham. 
ohnson, M. J. аара Newcastle. 
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а О., Southgate. 
ones, А. 

ones, В. H. аа 
огдар, Е., Brighton. 


Kavanagh, P. T., London. 

E. E D., Sheffield, 

„ Hr. Crumpsall, Manchester. 
kaye 8 T. P., Ham, Richmond. 
Kellett, R., Scarborough. 


Kennedy, P. J., Athlone, Co. Westmeath. 


Kesel, H. M., Finchley 
Kilgour, D. A., Shepherds Bush. 
Kingston, R. È., Ilford. 


Knight, R. G. T, Broom Hill, Stapleton. 


Knight, T. M., Wigan. 
Knott, D. о: Arthog, 


Kott, 0 P, "London. 


гаа, A Н.т. Е.; London. 
tane A, а 


газе 


Гауе 


Merioneth. : 


, near Preston. 


., South h Croy, n.. 
” Streatham. 
E. O., Holland Park: 


Liddle, W. A. Bothwell, near Glasgow. 
Liftschitz, T d. 
Lishman, 


Low, W., 
Ludlow, | B.M Clapham Common. 
Lyn, A. A., Finchl ey. - 


MacDonnell, M. J., Е Li TM R 
imeri 


Mahrer, P., Cricklewood. 


McDonald, T. І., Lon 

McKey, B. А., Dundalk, "Co. Louth. 
McMahon, D. A., Dublin. 
McMahon, H. G. M., века 


Mokes, Т. С. су. 
Morgan, M. L., Isleworth. 


Candidates 
Passed with Honours 
Passed 
Failed .. 


Total sat 


usselburgh, Midlothian. . 


THE ACCOUNTANT. 


Morris, A. D Мане Harrow. 
xo Ware. Pa 


Needleman, C., Finchley. 
Newman, A. R. E., Ealing. 
Nicol, E., Falkirk. 

Norfolk, W. G. Nottingham. 
Northcott, D. Е. S., Luton. 


O'Carroll, P. J., London. 


" Ta Winshill, Burton-on-Trent. 
Ore W., Forest Gate. 

Orrit, J., Heskayne, near Ormskirk. 
Oaborrie, J. R., East Ewell, Surrey. 
O’Shaughnessy, C. O., Liverpool. 
Otitoju, E. O., London. 


Fapworti; G. T., , Northfleet, 
Parish, W ., Sanderstead. 
Parkinson, Д "A. S., London. 
Patterson, A., Edinburgh; 

Percy, E., Stockport. 


errin, À. L. T. › Lampton, Middlesex. ` 


Perry, L. R., Three Bri , Sussex, 
Perry, W. E. Sunderlan 
Petera, А. S; Goodmayes. 
Peterson, К. H., Ilford. . 
Phillips, M. W., London. 
: лучи ae ‘Cwmcarn, Mon. 
Pps, tockport, 
Pizzey, D. "A, Brentford. 
Plant, R., Raynes Park. 
Price, A. H., Penzance.’ 


s Na Palmers Green. 
H., Cadoxton, ? Neath. 
Wi Bradford. 

Rice, D. E. Northwood, I.0.W. 
Richards, W. V., Wandsworth. 
Robins, M., Souths Я 
Robinson, b. W. F.J, Golders Green. 


Recs, J. 
Reeve, F. 


2 New Ross, Co. Wexford. 
Liverpool. 

; Blackbanks, Raheny. 
Lawrence Hill, Bristol, 
Ryan, B. " Carshalton. 

Ryan, H. J., "Newport, Mon. 

Ryan, P. J., Athlone, Co. Westmeath. 


Sandom, А. C. J., Hounslow. 
Saunders, B. H., Eastcote, Middlesex. 
Searby, N., Newark, Notts. 

Sexton, E., Stockton Lane, York. 


444 Candidates failed. 


March 14th, 195: 


Shackleford, R. N., Fulham. 
Shearer, L. E., Scarborough. 

Shore, W. H., Newport, Mon. 

Shi iR G., , Glam. 


. T., Ilford. 
Smith, G., Walsall > 
Smith, н’ Е., Palmers Green. 


Stafford, G. E., Nottingham. 
Stafford, T., Rochdale. 

Steel, В. с; Twickenham. 
Stewart, A. W., Surbiton. 
Stinton, R. 8. b., Rotherham. 
Stubbs, A. H., Stoke-on-Trent. 


Sykes, H. B., Harrogate. 


Talbot, C. C., St Albans. 

Taylor, B., Sutton-in-Aahfield, 

Taylor, D. J., Birmingham. 

Taylor, G., Brighouse. 

Taylor, 5. C., oddesdon. 

Tt lor, W. В, Standish, near Wigan. 
wright, K. D., Chesterton 
Stoke-on-Trent 

Thomas, E. A., d AA 

Thomas, С. Т. H., N. Finchl 

Thornton, R у. , Raheny, Dublin. 

Tomlinson, Е Walsall. 

Toothill, K., РЕА 

Townsend, L. E., Taunton. 

Trzebinski, 5., London. 


Tushingham, S..K. K., Handbridge, Chester. 
Vellenzer, M. A.; ‘Kenton, Middlesex. 


Wadey, E New Eltham. 
Walczak-d Pie Rue J. K. Z., 
'Haverfordwes 
Walley, J. E. Bebington, Cheshire, 
АН , Fenton, Stoke-on-Trent. 
RD. Newton Abbot, 
Weis 3 n. Es Cheshunt s ^ i 
а estbury-on- risto 
We ber. Ro Bedminster, Bristol. 
Weir, N. W., S ants Lanark. 
Wells, D. F., 


_. Turner, КА; Londo 


tham. 
* Grenoside, Sheffield. 
Willett, С. J., Cheltenham. 


' Williams, T., Muswell Hill. 


Wilson, 5. F., Dundalk, Co. Louth. 
Winter, D. G., Arras, Pas-de-Calais. 
Withey, А, R. Brooke, near Norwich. 
Wooltorton, Е. W., Stonehouse, Glos. 


Yardley, G. J., Birmingham. 
Young, J., Wrexham. 


Summary of Results 
Final 
pe OEC ERE EER n, 
Pre- Inter- Sections Section Section 
liminary mediate I and II I only II only Total · 
3 5 5 5 8 26 ` 
:37 320 25 27] 270 929 
30 444 57 283 233 1,047 
70 769 87 565 511 2,002 





N.B. – Of the Candidates who sat for the. Final, Sections I and II, 33 Candidates satisfied the 


examiners in Section 1 only. 


D 
t 


March 14th, 1953 


Cheetham, Т. 5., Roath Park, Glam. 
Chester, Р. J., Kingston, Surrey. 
Christopher, R. W., Wandsworth. 
Church, A. E., Liverpool. 

Clarke, R. E., Trumpington, Cambridge. 
Cochrane, R. D., Cramond, Edinburgh. 
Cohen, J., London. 

Cobler, J. M. H., London. 

Collins, F. C., Whitchurch, Cardiff. 
Collinson, Т., Tottington, near Bury. 
Cope, Miss I. D., Greenwich. 

Cou an, А. G., Tonbridge. 


tortford. 
Cranford, D. С. 


Crook, R.W., Ensbury Park, Bournemouth. 
Cross, K. A. 7. Barry, 6 
Cutting, BI; Wolstanton, Stoke-on-Trent. 


Darbyshire, G., Beverley, E. Yorks. 
Davenport, A., Chadderton, Oldham. 
Davis, A. E., ton, Cardiff. А 
Dearlove, J., Newcastle upon Tyne. 
Dobie, К..Ј., Glasgow.: 

Douglas, J., Clarkston, Glasgow. 
Dungay, B. E., Beckenham. 


Edwards, A. G., Bournemouth 
Ellis, R. M., Londo 

English, G. A. D., ‘North Shields. ` 
Enright, M., London. 

Etherington, G., Brierfield, Nelson. 


Fairfield, N., Grimsby. 

Fay, L. F " Richmond. 

Finn, R. A., Lancaster. 

Fish, S., Newhaven, Sussex. 

Fisher, M., London. 

Fisher, R. L., Hest Bank, near Lancaster; 


Garner, F. R., Earl Shilton. 
Goat T: J. B., Sutton- insi 
ert Mullingar, estmeath. 
Gilbert, ii E, Folkestone, 
T pd W., Hollingbury. 
Finsbury Park. 
Gim S C. D., Donnybrook. 
Goddard, C. L., Enfield, Middlesex. 
er, G. T. W., London. 
Gould, R. G. H., Enfield, Mene. 


. M., Ealing. 
Harris, D. C. B., Kineton, Warwick. 
Harris, J. G., Ha ga Middlesex. 
Harrison, Н. 5. Quinton. 
Haslegrave, D . A, "Roe Green, Worsley. 
Hawkins, б. L. J., Englefield Green 


Heal, P. G., Chilcompton. ' 
Heath, W. A., South Tottenham. 
Heaviside, J., "West Auckland. 


London. 
Hera 


rth, R. "Smithhills, Bolton. 
Hindin, D 


., West Drayton. 
"London. : 
Hinton, Е. M^ Petts Wood. 
on, Stoke-on-Trent. 


ae Park. 
Wells. 


LJ., London. 
Hubbuck, ка Bram ton, Chesterfield. 
Hughes, 8. E, Southgate. 


THE ACCOUNTANT 


Humphreys, S., Wanstead. 

Hunt, W. C. A., Northern Moor, 
Wythenshaw. 

Huyton, R., Birkdale, Southport. 


ames, A. E., Forest Hill. 
effery, E. J. 'с., East Twickenham. 
Leeds. 


jo T. H., Romfo 
ones, C. R., ’ Chadwell "Heath, Romford. 
fones, G. G., Luton. 

ones, H. W., Smethwick. 

Jones, L. S., Didsbury. 
Kelley, G. 
Ка У, Ms 

Kemp, B. 
Kidgell, Чуч London. 
Kiernan, У. Е., Shooters Hill. 
King, C. G., Chigwell. 

Kirby, D. I., Northampton. 


Hockley; 


est Hampstead. 


Larwood, D. C., Hall Green. 
Leach, J. W., Failsworth. 
Lennon, J. Heme! Hempstead. 
Lodge, А. ‘Be Hornchurch. 
Lomas, A., Leeds, 

Ludlam, Е. C., Driffield. 


MacDonald, C. G., Leytonstone. 
Mace, R. F., Dartford. 

MacLean, A. A., Lochgilphead. 
Marsh, E. L., West Hartlepool. 
Marsh, H., Chesterfield. 

Marsh, V. W., Southville. 

Marshall, К. E., Felling, Gateshead. 


G Багы ан Dewsb 
mE sheaton, Dewsbury. 
, Еамђоште. 
McGuire, J. Rathe 
McKenzie, A een. 
McLauchlan, P. SN Govanhill. 
M. F. S., Hove. 


Millar, H. W., Edinburgh. 

Miller, J. Airdrie. 

. N., Levenshulme. 

Mulvilie J W., oo 
W., Retf 


Negus, J. A., Harlesden. 
Newstead, R. M., Stoke Newington. 
No R. E., Wandsworth Common. 
Nuttall, G. H., Mill Hill. 


B., Maida Vale. 


len. 


Page, S. W., Worcester Park. 

er, R. R., Edmonton. 
Parkea, L. J., ‘Solihull. ` 
Paterson, R. R., Leven, Fife. 
Miss E. M., Northampton. 
. W., London. 


romley. 
Tu на Heath. 


ru 

Platt, дна arrington. 
Player, D. R. Gr Willesden. 
Plewis, Е. С. Bexle heath. 
Pope, J. E., South Woodford. 
Pople, L. G. A., Selhurst. 
Powell, Miss E., Twickenham. 
Powell, I., Rochdale. 


. Pugh, j. А, Acocks Green. 


283 Candidates failed. 
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Pugh, W. H. Т., Bridgend. 


Randall, Е. А., Westb 
Ransom, Е. W., Ab 


-on-Trym. 


Reea, R. A, ' Gabalfa, Cardiff. 
Reeve, А. L., Bebington. 
Bs | EE Ес Ruislip. 
i y, iverpoo 
Rippington, F. А., Wimbledon. 
Roberts, H., Cla ham 
Robertson, Т., Wollerton. 
Rogers, G. A., West Twyford. 
London; : 
Russell, A. Ё, G., Port Talbot. 
atford. 
Rutland, D. A., Whitton. 


A. G., Newcastle upon Tyne: 
Заввет ү. Е., Northolt. 
Savins, P. J., 


harpe, 

Slade, А. T., Beddi 
Smalley, D. W., East 
Smith, А. W., London. 
Smith, J., Middle Herrington. 


surie 


Smith, T, D. instan upon Thames. 
Smitb, , Romford. · 
Stephens, e E., Gra 
Stilts, L. P., M Hill. 
Stock, Е. Gi Leicester., . 
Sto pum E bydes: 
Sachan, B ЊЕ So the eleg 

u , G. A., Sou А 
Swinney, Т. С., London, 


Tingley, K. 
Todd, H., Newchurch 
Treloar, J. H., Hall Green. 
Trent, G. S ., Peterborough. 
‘Turner, We “Queens Park. 
Turnham, В 


Tytler, D., Newcastle upon Tyne. 


Underhill, S. R., Rainworth. 
Utting, A. W., Norwich. 


Wakefield, J. C., Hornchurch. 
Wak D., Thornton Heath. 
Manchester. 

Ward, F., ‘Accrington. 
Waterman, A., London. 

К. E., Coombe Dingle. 
. H., Reigate. 

Webb, E. L. O., Westlands.. 
Webb, N. iz Gloucester. ` 
Wenham А., Twickenham, 
White, G. M., Romford. 


impres, F , East Finchley 
Winter, D Jo Reading. 
Wood, » March. 


Woodhams, A., Tonbridge. 
Woodhouse, F. D., Hebburn. 


Yates, H. A. P., Brierley Hill. 
Yates, H. W., Woking. 
York, H. R., Croxley Green. 
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FINAL EXAMINATION 


SECTION II ONLY 


March 14th, 1953 


First Place and Prize: Moody, К. A., Grimsby. 


Second Place: Heatley, R. H., East Sheen. 


Third Place: Leonard, S. C., London; Massbery, H. C., Crayford; Plank, R. B., Ilford. 
Fourth Place: Parker, К. F., Stanmore; Parker, P. P., Leytonstone; Richardson, К. G., Willerby. 


Abrahams, A. N., Stoke Newington. 
Adams, J. W., Forest Gate. 
Ainsworth rth, A., Walkden, 


Ashley, F. L., Sheffield. 
Atkinson, G. W., Leicester. 
Atkinson, J, C., West Bollington. 
Austin, L. B., Neuilly-sur-Seine. 
Aves, G. J., Chichester. 

Axford, W. A., Chelsea. 


Bailey, С. G., eee 


Barr, 
Bayliss, међ. hbury. 
viis pos Alper Le 


wron, L., Durham. City. 
Bramley, L., South Woodford. 
Say m Ba re 


Brooks, D. , Lawrence Weston. 
Brooks, S. À., -, Wilmslow. 

Brown, A. W., Ruislip. 

Brown, H. D., Highbury. 


Burrows, N. J., Bath. 


Butterworth, J. A., Helmshore. 


Chapman, C. W. F 


Cunliffe, L., Dee dale. 


Cuttiford, D. G., Earl Shilton. 
Dainow, B. E. I., Сардор Hill. 
Dale, Ties ‘IL. Sid leup. 


Dockerili, L. We, Bexleyheath. 
Dykes, К. F. V., Leigh-on-Sea. 


Eames, L. J., Richmond. 
Eaton, E., London. 
Eccleston, H. R., Hanley. 


(in alphabetical order) 


Elliot, J. S., South Harrow. 
Eméry, D. R., Worcester Park. 
English, Т. A., Hexham. 
Evans, J., Brockley. 


Farrar, J., Alderl 

Е, enton, J. R. R. Bdge 
Finch Whitefield. 
Fisher, N. Smethwick. 
Ford, K. G., Ward End. 
Forrest, С. J., Chelsea. 
Francis, Т. R., Morriston. 
Freeman, E. W., Burnt Oak, 
Fullick, D. R., Woking. 


Gallagher, N. C., Londonderry. 
Galloway, C. V., Monifieth. 
Gardner, A. E., High Ackworth. 
Gedella, R., Clapton. 

Giddings, К.Н. Kendal. 
Gilbert, D. S., Goring-by-Sea. 
Godfrey, E. D., London. 
Goodman, W. E., Ealing. 
Gowran, P. J., Dublin. 
Grayson, W., Middleton. 
Green, G. A., Tottenham. 
Greenwell, J. O., Holgate. 
Gregory, J ., Aberdeen. 
Griffiths, J. D., Rhos. 


Halfacre, R. A., London. 
Hamilton, Н. R., Newport, Мог. 
Hammond, B., Cheadle. 
Handley, H. L. Anerley. 
Hansford, G. G., Canton. 
Hardie, R. M., Plymstock. 


Harrison, R. F., Walton-on-the-Hill. 


Harvey, E., Tonbridge. 
Haslehurst, R. W. F., Hainault. 
Haste, В. б, S., Rough Common. 
Hawkes, R. K "E., Harrow Weald. 
Hayward, A. W., Leamington Spa. 
Head, W. C., Elm Park. 

Healy, A. C., Clapham. 

Heath, C. G., Worsborough Dale, 
Hedley, D. C., Darlington. 
Helks, J. Northampton. 
Hellewell, R., Little Horton. 
Henry, R. S., Edinburgh. 
Hilliard, J. E., Hitchin. 

Hines, A. R., H 

Hing, Cheng Ming, London. 


Hodge, G. B., Worcester Park. 
Hodges, C. J., Montpelier. 
Hodges, J. V., Kentish Town. 


Home, S., Annitsford. 

Houre, C. W. H., London. 
Howard, Miss D. M., New Barnet. 
Howe, E., Benwell. 

Hudson, А. W., Rotherham. 
Hughes, J. A. e. Streatham. 


Imray, J. F., Aberdeen. 


James, S. I., Hillingdon. 
| воп, Е. 5., Непдоп. 
о n, N., Oldham. 
ones, А., Tredegar, Mon. 
ones, C. R., W ey. 
ones, C. S., Bristol. 
je P. V., Totley. 
ones, R., Acrefair. 


Kay, А. E., East Ham. 


Kempton, H. W., Hall Green. 
King, W. E. R. Neath, Glam. 
Kunsth, P. F., Dublin 


Lacey, Miss M. J., Whetstone. ` 
Lanchester, Miss Е. Е., South Norwood. 
Langley, M. W., Bexleyheath. 
Langton, R. L. "Leicester, 

shear, Н. TW Stroud Green. 
Lawton, S., danh. 
Layzell, E . À., Merton Park. 
Ledden, S. W., Chertsey. 
Lee, C. an Clontarf. 
Lee, W., Co pull. 
Lees, E. Р., 
Leeson, E. J., South Wigston. 
Levy, L., Amhurst Park, 
Lewis, J. E., Handsworth Wood. 
Lievesle , H., Rossington. 
Limb, Normanton. 
Lockett, F., Romiley, 
Lowe, J., Sheffield. 


MacArtain, C., Dundalk. 
MacDonald, p. Bury. 


Madaro, M. a "Brixton Hill. 
Mannall, E Hayes. 
Marsh, D. J., NIC de 


Martin, R. J., Sidcup.. 
Mason, J., Anchorsholme. 
Masterton, J. E. W., Guildford, | 


Matheson, H., Grangemouth. 
Mayson, R. с High Barnet. 
McDermott, M., York. 


McGregor, ке" Edinburgh. 
McGuire, K. К. G., Wanstead, 
McIntosh, J. A., " Stirling. 

McKnight, 5. Е, Southsea. 

McM W. B. Le DR end 
Medlicott, S. G., Birming! 

Metcalfe, 'T. C., "East eine 
Miller, A. 5., Welling. 

Mohamed Ahmed 5: А., London. 
Moxley, Е. K., Hull. 

Munton, R., Normanton, 


Naylor, G. S., North Finchley. 
Nesbitt R. S., Finaghy. 
R., Cheam. 


New, 


Owen, E. D., Edgbaston. 


Peak, F. W., Romford. 
Peebles, W. F., Renfrew. 
Perez, S., Ed 2 
Pike, G. R., Redhill. 
Pitt, D. G., West Wickham. 
Pogue, 6. А., Belfast. 
Poole, R. W., Charlton. 
Pounder, J. D., London. 
Poa . F. L., Elm Park, Romford. 
Price, $ R, Stanmore. 
D. H., Harrow. 


Rees, J. M., ГРА Glam. 
Resta ;J. A. Southsea. 
Richarda ‚№, ; Bilston. 
Richardson-Jones, D., Redland. 
Riddles, M. D., Worthing. 
Rigg, M., Chidswell. 
Rimmi: on, T. K, Higher Openshaw. 
Ringer, А, A., Wisbech 

Rischmiller, J. H., Audenshaw. 
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THE SCOTTISH INSTITUTE’S 
YEAR 


HE report of the Council of The Institute of Chartered 
Accountants of Scotland for the year ended December 
31st, 1952, to be presented at the annual general meeting 
of the members. next Wednesday, was issued last week. As the 
amalgamation of the three former societies took place in May 
1951, the previous report included a record of the happenings of 
the Institute in its new form for about seven months only. The 
present review, therefore, is the first to embrace a full year of its 
activities. From the number and variety of these, ranging from the 


-consideration of a design for the new achievement of Arms to the 


planning of a summer school at St Andrews, it seems evident 
that the Council is losing no time in obtaining that unity which it 
was hoped the merger would inspire. 

Numerically, the Institute continues to grow, the агара 
at December 31st, 1952, being 5,349 аз compared with 5,181 at 
the end of 1951. The number of indentures registered during the 
year remained almost constant at 281. The Council states that the 
most encouraging feature of the examination results was the 
proportion of passes in the second division of the Final examina- 
tion obtained at the first attempt by candidates who had not 
received any examination concessions in respect of National 


. Service. Of 148 such candidates, 63 (or rather less than 43 per cent) 


were successful. This ratio is, however, low in comparison with the 
corresponding figure for the Final examination of the English 
Institute last November when, according to statistics quoted in a 
recent speech by its PRESIDENT, 56 per cent of the ‘first-timers’ 


passed.! The Scottish Council gives the same warning as did 


Mr Rosson about any wrong. inferences which might be drawn 
from these results and stresses the fact that . 

‘there is not and never has been any intention of limiting membership 

by varying pass standards in the examinations’. 

A number of important alterations in the rules for admission 
of members and in the examination syllabus, made in 1952, are 
now current. The standard.of mathematics required as a prelimi- 
nary qualification has been lowered and the standard of arithmetic 
and algebra in Paper I of the first division of the Intermediate 


examination has been reduced to approximately that of higher 


mathematics at the Scottish Universities Preliminary examination. 
Apprentices may obtain exemption from Paper I if their prelimi- 
nary qualification in these subjects is, in the opinion of the Council, 
the equivalent of this standard. А new system of announcing 
examination results to candidates was put into operation last 





E: See The Accountant, March 14th, 1953, at page 318. 
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December. Failures are informed how they fared 
in each paper by means of a grading system, 
indicated by the letters A to E which represent 
respectively ‘satisfactory’, ‘fair’, ‘weak’, ‘bad’ and 


‘very bad’. Bad or repeated failures may now ђе 


called upon to appear before a sub-committee of 
the Examining Board which has been empowered 
to allow candidates in appropriate cases to re- 
présent themselves for examination only after a 
stated interval of preparation. 

'Two suggestions from members in connection 
with the training of apprentices are reported by 
the Council. One was that clerks might be 
seconded to a nationalized industry for one or 
two years of their apprenticeship. The other was 
that members. practising abroad should be 
permitted to take apprentices.. The Council was 
unable. to entertain the first of these proposals 


because it could not see its way to modify Һе. 


present requirements with regard to the service 
of apprenticeship with members of the Institute 
in private practice. The second was also turned 
down because of the paramount importance of 
preserving the Scottish character of the training 
of the members of the Institute. 

, Until the end of last year, the local needs and 
interests of members in this country were served 


by. five committees in Edinburgh, . Glasgow, · 


‘Aberdeen, Dundee: and London. A new com- 
mittee has been established and began to operate 
as ftom January ist of this year to cater for 
members in the Inverness district. The Glasgow 
and Aberdeen committees have lost territorially 


by this arrangement but the devolution should 


facilitate meetings of members іп what is the 
. remotest and most sparsely populated part of 
Scotland. Another notable step to encourage the 
forgathering of members and the discussion of 
professional problems is the inauguration of a 
summer school, the first of which will be held at 
St Andrews University from July 3rd to 8th this 
year. The four subjects, one for each day, which 
will be discussed are auditing doubts and 
difficulties, annual reports and accounts of 


limited companies, management accounting and 


cost accounting. 


Matters of general concern to the profession. 
have occupied much’ of the attention of the. 
Council. A second memorandum of evidence was 
submitted early in the year to the Royal Com-. 


mission on "Taxation of Profits and Income, and 


THE ACCOUNTANT 


March 21st, 1953 


on the publication of the Finance Bill, 1952, which 
made provision for the introduction of an excess 
profits levy, a memorandum, prepared by the 
‘Taxation Committee, was sent to the CHANCELLOR 
OF THE EXCHEQUER. Written evidence was also 
submitted to the Evershed Committee on Practice 
and Procedure of the Supreme Court of Judica- 
ture in England on the desirability of: 
ај setting up a valuation appeal panel to deal 
with appeals against valuations by the Estate 
Duty Office of unquoted shares in companies 
and of partnership interests; and 


(5) charging estate duty not on the values of ‘quoted 
securities at the date of death but on the estate 
realized or valued at a subsequent date.’ 


The Institute's income and __ expenditure 
account, which reflects for the first time the 
increased rates of subscriptions which came into 
force on January 1st, 1952, shows a surplus of 
£324. This, however, is after charging the 
Institute's share (£2,095) of the expenses of the 


. Sixth International Congress on Accounting and 


an amount of £2,000 written off the alterations 
to what in Scotland is called heritable property. 


‘Members, at first sight of the balance sheet, may 


have been startled to observe that sundry 
creditors. amounted to {16,080 and current 
assets to only £451, a deficiency of approximately 
half a year’s income, but the recollection that 
subscriptions amounting to about £20,000 were 
due on January rst, 1953, should have allayed 
any momentary apprehension...An appendix 
giving a list of:the investnients of £51,425 would 
undoubtedly be helpful to members. As the 
market value is about 124 per cent less than the 
above figure of cost and as the interest yield is 
just over 3 per cent gross, it would ‘appear that 
the Institute’s investment policy might safely: 
and- profitably be broadened. The accumulated 
funds of the Institute as at December 31st, 1952, 
amounted to the satisfactory sum of £141,644. ° 

As it seems but yesterday since we con- 
gratulated the Scottish Institute on: its official 
formation, its centenary next year seems to be 
arriving almost precipitately. This will have been. 
achieved quite legitimately, however, as the 
chárter of the Edinburgh society, the oldest of 
the three amalgamating bodies, dating back to 
1854, was preserved. The event will be marked 
by three days' festivity in Edinburgh from 
June 16th to 18th, 19 54. 
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For the purpose of paragraph 1 (2), A. is called 
‘the intermediate owner’ and X. ‘the ultimate 
owner’. 


Paragraph 1 (3): Addition to Group of Newly 


Incorporated Member . 
Given the existence of a group at January ist, 
1952, either automatically under paragraph 1 (1) 
or by election under paragraph 1 (2), it is possible 
for the group to acquire a new member subse- 
quently. The following conditions must, however, 
be satisfied (paragraph 1 (3)):, 

(i) the new member was incorporated after 
January Ist, 1952; 

(ii) it is a subsidiary of one of the members of 
the group at the date its business com- 
mences; and 

(iii) at that date the nexus has not been severed 
as between the member mentioned in (ii) 
and the principal member of the group. 

It will be seen that the new member need not 

be a subsidiary of the principal of the group. 
Severance of nexus is explained in paragraph 3, 
which will be dealt with later. As to the subsequent 
treatment of the member in whose case the nexus 
is severed, see paragraph 6. 


Paragraph 2: Principal Member 
Paragraph 2 (1) provides that, in general, refer- 
ences in the Twelfth Schedule to the principal 
member of a group mean the member of whom 
the others in existence at January 1st, 1952, were 
subsidiaries. In these articles the word ‘principal’ 
will be used for ‘principal member’. 

Paragraph 2 (2) modifies this rule where the 
nexus is severed between the principal and the 
other members. It does not follow that the 
principal member will cease to be treated as a 
member of the group but it is usually preferable 
that some other member should assume the 
mantle of principal. Paragraph 2 (2) lays down 
rules as to who this should be. 

If there is a member of which all the other 
members of the group are subsidiaries, that 


j member becomes the new principal (paragraph 
2 (2) (а)). Members which have already severed 


their nexus with the former principal need not be 
subsidiaries of the new principal for this purpose. 
A company which satisfies the following 


| requirements is deemed to be a member of the 


group and to be the new principal (paragraph 
2 (2) (b)): 
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(i) it has not previously carried on a business 
to which excess profits levy arises; 

(ii) all the existing members of the group are 
subsidiaries of it (again excluding members 
which have already severed their nexus 
with the principal); and 

(iii) it ћаз no other subsidiaries. 

Paragraph 2 (2) (b) apparently only applies 
where there is no company which satisfies 
paragraph 2 (2) (а). 

It may be that there is no company complying 
with either (a) or (b) of paragraph 2 (2). In that 
case the Inland Revenue are to choose one 
member of the group for the role of principal, 
either for all purposes or for such purposes» as 
they determine (paragraph 2 (2) (c)). There is no 
appeal from this decision. 


Paragraph 3: Meaning of Severance of Nexus 

Paragraph 3 explains the meaning of that odd 
phrase ‘severance of nexus’, A member which 
after January 1st, 1952, either ceases to be 
ordinarily resident in the United Kingdom or is 
dissolved, thereby severs its nexus with all the 
other members. A member which ceases to be a 
subsidiary of the principal, either after January 
Ist, 1952, or after it began business if that is later, 
thereby severs its nexus with all the other 
members. However, as long as two members of 
the same group are ordinarily resident in the 
United Kingdom and are under common control, 
the nexus cannot be severed between them. 


Paragraph 4: Formation of Groups after 
January Ist, 1952 
Paragraph 4 makes it possible for a group to come 
into existence after January rst, 1952. The 
companies in question must satisfy the following 
conditions:. 

(a) the conditions set out in paragraph 1 (1) 
(see above); 

(b) not more than one of the companies has 
carried on a business to which excess profits 
levy applies; and 

(c) not more than one of the companies was 
incorporated before 1952. 

Paragraphs 1 to 3 apply to such a group with 
the modification that references to January rst, 
1952, are to be references to the date on which: 
the above conditions were fulfilled. 

i (To be continued.) 
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CONTROL OF CAPITAL. CONSTRUCTION - 
EXPENSE 


AN ADAPTABLE SYSTEM OF COST CONTROL 
by R. A. CHAPMAN, A.C.A. 


COMPANY which engages on capital 


А sess programmes for its own 
account, often has not the facilities to 
maintain a comprehensive control of the costs of 
such programmes and in times of rising prices 
and unstable conditions, may find itself having to 
pay more for a project than was originally 
engisaged, with ensuing explanations to the board 
for their approval of the additional expenditure. 

The object of this article is to outline a system 
of cost control which can be readily adapted to 
suit individual requirements and which does not 
call for a full-scale costing procedure. 

Since construction expense rarely follows the 
same pattern twice, a standard costing is not 
suitable and recourse must be had to a system of 
control by analysis of the project into simple 
unit costs so as to bring to each engineer con- 
cerned his responsibility towards his particular 
section of the work. 

'The requirements of most projects are gener- 
ally dictated by the policy of the company as 
interpreted by sales or technical divisions, so 
that a constructing engineer's first task is to 
translate such requirements into physical units, 
from which a build-up of costs can be prepared. 
It is an advantage if from this point the cost angle 
can be kept in mind by the engineers, who should 
prepare the cost estimates to conform with the 
analysis decided upón for the particular case. - 


Analysis of Estimates 
The analysis of the estimates should be in as 
convenient a form as the operation of the project 
will allow, and several factors should be borne in 
mind. Firstly, the cost units must be clearly 
defined so that everybody concerned -with the 
project can readily appreciate the allocation of an 
expenditure. Secondly, since the projected ex- 
penditure will result in additions to the company's 
-balance sheet it is advisable to maintain asset 
classifications which will be particular to the com- 
pany, and which need to be correctly evaluated 
for depreciation and wear and tear purposes; 
this basic analysis will save research and estimation 


when breaking down the cost for the asset register 


at the completion of the projected expenditure. 
| 


Thirdly, it is sometimes possible for each cost 
unit to be sub-divided as applicable into com- 
ponents of labour, materials and sub-contractors. 
In addition to the estimated cost prepared by 
the engineers, it is usual, as a precautionary 
measure, to allow for a percentage oncost to 
cover contingencies and. unforeseeable ex- 
penditure, which acts as a cushion against «ће 
vagaries of constructional works, and which gives 
a certain amount of working latitude to the 
engineers concerned. Since this reserve is to 
cover the unforeseen and therefore unestimated 
expenditure, it follows that control of the overall 
cost centres around the absorption of this reserve 
which becomes a gauge to the current rate of 
over- or under-expenditure if the unforeseen and 
unestimated items are set against it. 


Recording of Commitments · 

The maximum advantages to be derived from 
а cost control system depend upon the promptness 
with which variances and over-expenditure are 
brought to light, and this requires recordings 
against estimated cost to be made when the 
expenditure is first committed, that is, when the 
order is placed. An efficient ordering procedure із’ 
thus a prerequisite to the system if the cost 
analysis is to be immediately apparent from the 
face of the order, and which may, if so desired, 

appear on the face of the order. Here the 
engineer's familiarity with the cost analysis is 
important since it is he who originates the order 
and he who can most accurately allocate the 
expenditure involved. 

The total of commitments against each cost 
unit is accumulated until the estimated ex- 
penditure is exceeded, when the excesses are 
taken from the reserve showing that that section 
of the work was under-estimated, and con- 
sequently part of the reserve has had to be used 
to absorb the extra cost. ; 


Variations from Estimates 
However, variations from estimated cost occur 
at any time during the construction programme 
апа to account for these a series of interim 
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variations orders should be inaugurated. These 
orders can be issued by personnel on the con- 
struction site to authorize the extra work and to 
inform the cost control of such’ additional 
commitments incurred where no firm price is 
available, and where the normal ordering 
procedure cannot be utilized because of the 
urgent nature of the work. The recording of a 
commitment from these variation orders depends 
upon an estimated price. being given to the 
variation orders, but as such it is often no more 
than an indication that a commitment exists, 
with a guide as to its possible cost, and in each 
case an official confirmation order should be 
issued to cancel and supersede the variation order 
when the actual cost becomes known. 

These variation orders are analysed and charged 
against the cost units, and are also set against 


the reserve which is then absorbed as the var- 


iations occur. Conversely it is necessary to reduce 
the estimates when savings are made under any 
section of the work, in these cases the saving 
being added to the reserve and becoming available 
to absorb over-expenditure on other sections. It 
is desirable to show the expenditure against the 
reserve as a separate analysis so that the estimated 
value of the work remaining to be done under the 
original estimates can be easily computed. By 
adding the originally estimated cost of the 
remaining work to be completed to the actual 
cost to date, the eventual cost of the project 
can be tracked as the work proceeds. 
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Financial Adjustments and Asset Evaluation 


As invoices are received, adjustments to the 
committed expenditure are made to ensure all 
variations and increases are recorded so that the 
eventual total cost will agree with the committed 
expenditure figures under analysed headings. 

On the financial side, whilst invoices are being 
compared with the order, they can be analysed 
into cost units and a direct posting made to the 
assets register with full details attached. Special 
considerations apply to progress payments on 
large contracts which are not readily compared 
with the order -although such demands for 
payment will frequently be accompanied by a 
detailed valuation from a qualifed surveyor 
from which an asset analysis may be compiled. 
In the writer's opinion such postings should 
always be made gross, that is before deducting 
any retention. money which may be held in 
suspense, since the expenditure that has occurred 
and the liability that exists must be the gross 
value of the completed work. 

Finally, mention must be made of the ad- 
visability of supplementary estimates at an 
advanced stage of completion when an accurate 
assessment of the remaining work to be done, 
compared with the originally estimated values, 
can be more easily made and the total expenditure 
more accurately forecast; this crystalizes the 
objects of the system, which is to give an engin- 
eering staff a timely warning of spending in 
excess of authorized budgets. 


WEEKLY NOTES 


The Abbey Appeal. 


The launching, early this year, of an appeal for funds 
for the restoration and maintenance of Westminster 
Abbey, was almost immediately overshadowed by the 
flood disasters on the East Coast and in the lowlands 
abroad. Urgent and imperative relief was required by 
many thousands of people then rendered destitute or 
at least temporarily homeless, and the Abbey appeal 
authorities rightly stood aside in the face of that need. 
But if Westminster Abbey is to continue to be, as it 
has for many centuries, a shrine and a symbol of the 
fortitude and spiritual resilience with which our 
people have withstood adversity through the ages, 
the funds required to restore its decaying fabric and 
to place its finances on a firm footing for the future, 
are also an urgent necessity. 

The facts and figures relating to the Abbey's needs 
are clearly shown in the leaflet accompanying this 


issue; вв the President of the Institute says in his . 


letter appearing in our correspondence columns, ‘all 
Se will be on Westminster Abbey next June', and 


what therefore could be more fitting to mark this 
Coronation year, than that the Abbey and its work 
should be made secure for all time? It is to be hoped 
that readers will respond to the appeal generously. 


Management Accounting 


"The management and organization of an accounting 
department’ was the title « of a paper given last 
Tuesday by Mr S. С. Tyrrell, F.c.w.a., F.I.I.A. 
President of the Institute of Cost and Works 
Accountants, in the 1952-53 winter proceedings of 
the British Institute of Management. Tracing the 
history of management accounting, from the 
emergence of cost accounting after the First World 
War to the accounting needs which arose from the 
mechanization of manual processes and the growing 
complexities of management, Mr Tyrrell said that - 
its development is closely allied to the evolution of 
management. The lay-out of the accounting organi- 
zation will depend upon the stage of development of 
the business, from the family concern with a person- 
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ally interested proprietor to the public company 
with professional managers. 

The requirements of management which should be 

satisfied by the accounting organization, Mr Tyrrell 
held, are (i) ‘routine’ services, such as periodical 
accounts and financial reports; (ii) needs generally 
unrecognized by management, such as forecasts and 
comparisons with actual results; (iii) potential aids 
to management, such as budgetary control and 
standard costing. Mr Tyrrell gave a case-study of an 
accounting organization in a complex business. 
Each branch and ancillary service has an accountant 
responsible to the general manager for discipline and 
to the chief accountant for accounting matters. 
Accounting informatica flows naturally from the 
subsidiary accountants to the chief accountant. Speed 
and accurate compilation is ensured by setting an 
ovegall programme and using uniform accounting 
statements and procedures. 
_ The speaker considered that the basic requirements 
of an accounting organization are: (a) it must follow 
the lines of the management organization exactly; 
(b) it must produce at each stage in the management 
structure the information of the kind needed and at 
the time required for the use of the individual 
responsible for management at that level. 

Mr Tyrrell concluded by listing ће qualities 
required of a management accountant: skill, extensive 
experience, integrity, the ability to form his own 
judgment and to explain complicated propositions 
coherently. Without the right personality to direct 
the accounting activities, the best interests of neither 
the business nor the community can be fully served. 


Profits Tax: Companies Resident Abroad 
Section 39 (1) of the Finance Act, 1947, provides that 
a company ordinarily resident outside the United 
Kingdom but assessed to United Kingdom profits tax 
is to pay the tax only on the footing that it made no 
net relevant distributions to proprietors. The drafts- 
man of the section evidently overlooked the fact that 
a company may be ordinarily resident both inside and 
outside the United Kingdom at the same time. 

In Union Corporation Ltd v. C.I.R., such a company 
claimed that it was entitled to the relief under 
Section 39 (1) since it satisfied the requirements of 
that subsection. On February 22nd, 1952, the Court 
of Appeal! held that looking at Section 39 as a whole 
and at the whole scheme of the taxing Acts, the words 
'ordinarily resident outside the United Kingdom' in 
Section 39 (1) must be construed as meaning ‘not 
ordinarily resident inside the United Kingdom’. The 
House of Lords have now affirmed this decision 
against the taxpayer. У 


The Committee on Tax-paid Stocks 
The Committee on Tax-paid Stocks, which was 


appointed in July 1952, and which included among 
its members Mr W. К. M. Slimmings, C.A., has 
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presented its report? with remarkable speed. Ив 
terms of reference, briefly stated, were to examine 
the position of traders dealing in goods subject to 
purchase tax and other taxes when the rates of those 
taxes are changed. Its main recommendation is as 
follows: 

(а) that compensation should not be paid at the 
expense of the Crown to traders holding stocks 
of goods on which purchase tax or a duty of 
Customs or Excise has been paid or becomes 
payable when. the rates of tax or duty are 
reduced; 

(b) that Government action should not in future 
be taken to prevent a trader who is in regular 
business in any class of goods on which purchase 
tax or a duty of Customs or Excise is increased, 
from selling his then existing stocks of those 
goods at a price to take account of the higher 
rate of tax or duty; 

(c) that no additional tax or duty should in future 
be charged on stocks of goods which have 
already borne purchase tax or a duty of Customs 
or Excise, when the rates of tax or duty are 
increased. 

In other words, the Crown should have neither 
profit not loss as a result of changes in rates, in respect 
of goods which have already borne tax. The Committee 
emphasizes that this recommendation should be 
adopted as a whole. It also recommends that large and 
frequent fluctuations in purchase tax rates on im- 
portant classes of goods should be avoided and that 
any necessary changes be announced in the Budget, 
not by Treasury Order. 


100 Firms and E.P.L. 


Aims of Industry Ltd has published the results of a 
survey of тоо firms on the effects of excess profits 
levy. The survey covered a cross-section of firms 
ranging from shoe manufacturers to heavy engineer- 
ing firms and shipping companies and reveals, accord- 
ing to Aims of Industry, that the levy is already limit- 
ing production, exports, employment, wages and 
investment. Seventy-five of the firms said they were 
being forced to postpone, abandon or scale down 
plans for development and re-equipment. Thirty-four 
said that exports were being hit, either because they 
could no longer finance long-term credit to their 
customers, or because they could not afford new 
machinery to raise output and cut costs. А similar 
number of firms said that the levy was discouraging 
new investment in their businesses and was also 
having a damaging effect on wages and employment. 
'There follow some illuminating comments by indi- 
vidual firms. No doubt these are ex parte statements 
but all who have studied the levy must realize how it 
penalizes the more progressive firms in industry. 
Moreover, apart from the cash which it actually 
extracts or may extract from a particular firm, its 
general effect on morale is undoubtedly bad. — — 





1 See The Accountant, dated April sth, 1952, at page. 3634. 
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BUSINESS FORECASTING 


Мин Р. RAVENHILL, `Е.С.А. 


Introduction 


WILL refer you, for a few moments, to the two 
previous talks in this series. Sir Hugh Beaver 
and Mr L. W. Robson, in discussing “The 
rinciples of management’ and ‘Business organ- 
ization and accounting structure’ respectively, have 
indicated principles which are applicable to many 
industrial and commercial undertakings. As for the 
subject of ‘forecasting’, I have found that it is 
difficult to generalize and, there- - " 
fore, will in the main draw from 
practical experiences in order to 
indicate to you a number of vary- 
ing considerations which arise in 
different types of businesses. 
Naturally, there will be many 
facets of the subject which I shall 
not cover. 

In introducing this subject I 
must as well refer you to the three 
assumptions made by Sir Hugh 
Beaver in his opening address, 
because J also am going to make 
these assumptions – and go one 
stage further in this direction 
than Sir Hugh. Firstly, he 
assumed that some system of 
financial control did exist, 6 
secondly, that the means for Bi 
such were provided by the ac- 
counting branch and, - thirdly, 
that all accountants recognized 
and accepted the necessity of new 
techniques. 

Later he made reference to the 
statistician and stated that in his 
opinion there should be co-operation between the 
statistician and the accountant. I prefer to assume 
that the industrial statistician is a component part of 
the accounting branch; for after all the job of the 
statistician is the systematic recording and interpreta- 
tion of numerical facts. Such orderly compilation of 
facts representing the actual results of the past forms 
the basis of forecasting which, essentially, is the art of 
estimating the future. The accountant, if he is to 








A lecture delivered to the London and District Society of 
Chartered Accountants on February 17th, 1953, with Mr 
Douglas А. Clarke, LL.B., F.C.A., in the chair. This was the 
third and: concluding. lecture of a series in the Society’s 
1952-53 programme under the general title ‘An approach 
to management accounting’; the others were: "The principles 
of management’, by Sir Hugh Beaver, Chairman, British 
Institute of Management, published in our issue of Novem- 
ber agth, 1952, at page 641, and ‘Business organization and 
accounting structure’; by Mr Lawrence W. Robson, F.C.A., 

'F.C.W.A,, published in our March 7th, 1953 issue, at page 471. 
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be responsible for collating the forecasts, must in 
addition have some knowledge of economics, so 
that he can appreciate the significance of trends and 
estimates prepared by the selling and production 
departments. 


Forecasts are the Basis of Commerce 


About the time that I was asked to introduce the 
2028 of forecasting: , there was published the 

: report on cost accounting and 
productivity by the Organiza- 
tion for European Economic 
Co-operation. 

The report states that fore- 
casts and estimates are not new 
to the business world; in fact, it 
goes on to say that they might be 
described as the very basis of 
commerce. The majority of suc- 
cessful businesses, whether small 
or large, have usually merited 
their prosperity by looking for- 
wards rather than backwards. In 
a small business the proprietor 
can usually cope with the prob- 
lem informally, without detailed 
calculations, because of his 
intimate day-to- -day contact with 
his company's activities; further- 
more, his knowledge of the detail 
of his business over many years 
furnishes him with the knowledge 
to ET him to make decisions 
rapidly. On the other hand, thé 
size of many industrial and com- 
mercial companies is such that 
their continued existence. is dependent upon antici- 


. pating future trends, and meeting changing conditions 


quickly, due to the length of time which it takes to. 
adjust manufacturing and buying реве to. 
new conditions. 

There is no particular significance in my use of 
the word ‘forecasting’. As I indicated in the paragraph 
above, we might just as well call it ‘estimating’ or 
even, as Mr de Paula did at the International 
Congress, ‘forward planning’. It all boils down to 
the same essential for any successful operation in 
life, that is that plans must be made in advance in 
order to provide goods to be sold to the public, - 
thus.involving the provision of buildings, raw 
materials, power, transportation and the other 
innumerable items which go into the production of 
the finished article. Unless, therefore, the whole 
operation is- carefully alis ian and planned, it is 


1T his report is discussed it ' а leading eae, in The 
Accountant, dated October. 2d. 1952. : | 
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unlikely to succeed, and, furthermore, any mis- 
calculations i in this initial stage may result-in very 
serious losses. 

No two businesses are truly alike in the factors 
which have to be considered on this subject; apart 
ffom differing products, it is seldom that the 
organization of any one business is similar to that of 
another, due to the differing personalities which 
have gone into the making of the individual com- 
panies. Also, since we are a trading country and 
cannot shield ourselves from the repercussions of 
events in other countries, I shall not confine myself 
to businesses concerned solely with trading in the 
United Kingdom. 


Complexity of Industrial Production 
The importance of forecasting today is accentuated. 
by the very different conditions now prevailing 
compared to twenty or more, years ago. 
technical skills and our research have produced 
products which take considerably more time to 
manufacture than previously. It may be television 
sets, or it may be the production of a jet liner, but 
in each case it can be envisaged that the plannin 
eriod is substantíal and that the amount of capital 
Involved is large. Thus, it becomes of considerable 
importance for the potential markets to be examined 
with care, as the difference between planning for 
1,000 television sets a week or roo is immense; 


not only does it affect the prices at which you can. 


sell to the public, but also other important issues 
such as labour policy – much more a ‘fixed’ than a 
‘variable’ expense nowadays. : 

As you will gather from my subsequent remarks, 
forecasting is difficult. At the commencement, you 
should not be deterred because of errors, because 
it is only by making errors that you will perfect 
your ways. To think of the future should have its 
value in bringing before you some of the possible 
problems which are likely to arise; if these problems 
occur they should be dealt with more easily than if 
they had never been thought about. Of course, 


unexpected problems will continuously emerge, . 


such as that arising from the production of a new 
synthetic material; for instance think of silk, cotton 
and wool, and the new fibres of nylon, orlon, terylene 
and ardil. The natural aim of each industry is to 
find ways and means of producing more econo- 
mically, and the extent of their success in this 
respect may substantially affect other businesses 
concerned with the production of the alternative 


materials. 


Principles of Forecasting 

Forecasting divides itself into three major elements: 

1. Periodic trading estimates. 

2. Cash estimates. 

3- Capital expenditure estimates. 
In my. opinion these three elements should link 
together so that all figures eventually tie up when 
the overall position is being considered. 
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/. |. "Periodic Trading Forecasts 

The periodic trading forecasts will normally be on an 

annual basis, although there is a tendency now to 


-break down these estimates to six-monthly perioda, 


on the general ground that twelve months is too far 
ahead for compilation of the detailed accounts on 
which the individual estimates are based. Thus the 
practice is developing of preparing the detailed 
estimate for the six months immediately ahead, 
then the next six months but in less detail, and 
possibly also the six months subsequent thereto. 
'The purpose of these periodic trading estimates 
is to ensure, as I have said above, that the sales and 
production programmes are in harmony. The natural 
tendency of the selling side of an organization, in 
the first stages of forecasting is to over- or under- 
estimate, dependent upon conditions, the potential 
sales. If, therefore, the production department is 
brought closely into consultation in the initial stages 
of forming a forecast, it should ensure that the ideas 
of both departments are co-related. The influencing 
forces differ between industries, as for instance: 


(а) In the light engineering industry, where the 
main element in expenditure is the pay-roll 
_and the depreciation of machinery, unit costs 
ay rise substantially with falling production 

thus the position may have to be faced 
that it is preferable to maintain sales by 
reducing selling prices rather than cutting 
production. 


(b) In the food business, where the main element 
of cost is the raw material in the product, 
sales estimates will be the influencing factor 
in production. 


(c) Where sales are dependent upon the demand 
by the public, it may be the amount spent on 
the advertising programme which is the one 
that affects more than anything else what is 
likely to be sold and, thus, what needs to be 
manufactured. 


(d) Where one industry is dependent upon the 
demands of other industries it becomes im- 
portant to study the trends of those other 
industries. Thus, sales of oils used in -the 
textile industry will be affected, not only by 
the selling activities of the oil- -producing 
company, but also by the variations in activity 
of the textile companies. Similarly, the pro- 
duction of rubber belting for coal-mines will 
be largely affected by the degree of mechan- 
ization which takes place in that industry. 
The demand for printing ink, reduced as a 
result of de-stocking of stationery due to 
easier supplies, will react on the pigment 
producing companies. In consequence, to 
arrive at reasonable forecasts of sales, the 
market research department or the economist 
have to be called in to give consideration to. 
trends which will influence the volume. of. 
sales outside the control of the company. 
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Such trends will, in appropriate circumstances, 
have to be accepted, ut in other cases there 
may be means of combating them. 


Cash Budgets 
Cash budgets may be either long- or ова 
Long-term estimates will be prepared at the same 
time as the estimates of periodic trading results, 
whilst short-term budgets, from month to month, 
will be more accurate projections of transactions 
more or less in sight. 

The cash estimates which are of real value are 
those which have been prepared as a result of 
reducing the trading forecast to an estimate of the 
cash position. This principle enforces the discipline 
of calculating and recalculating stocks in money 
terms ~a process which draws early attention to 
important or dangerous factors needing to be 
watched. This is of special importance in industries 
concerned with raw materials, owing to the wide 
fluctuations which are likely to occur in prices, and, 
under present-day conditions, to the circumstances 
arising from the inception or discontinuance of 
Government buying. 


Capital Expenditure Estimates 
Estimates of capital expenditure must, of necessity, 
be drawn up at the same time as the trading fore- 


casts. At this stage, they will not normally form the . 


basis of final approval by management. When a 
specific proposal is to be proceeded with, it will be 
necessary for a detailed estimate of the total cost, 
with full supporting data, to be laid before. the 
managing authority. It is at this time that the justifica- 
tion for the proposal in the form of future earning 
power or anticipated savings should be clearly set 
out, so that management can be satisfied that an 
adequate yield will be obtained from such expendi- 
ture. It is often that this aspect of capital expendi- 
ture is left vague, but where finance is limited, and 
this is the influencing fact in most businesses, there 
may be many alternative proposals which come up 
for consideration; and it is desirable that the one 
most profitable to the business as a whole is accepted. 


Implementation 

Forecasting is of little benefit unless action is 
taken to ensure that the implementation of the plans 
is watched in subsequent periods by comparison 
with actual results. Thus the progress of the annual 
plans will be watched each week in connection with 
sales statistics, material usage, wages paid in relation 
to goods produced, and similar information. The 
weekly controls of labour. and materials may be 
dealt with by comparison with standards – a method 
which seems to be particularly appropriate in the 
engineering industry, where measurement of actual 
work done can be dealt with effectively from week to 
week either on a time or quantity basis. 

In other businesses where material content is 
large and raw material prices vary considerably from 
period to period it is often the gross margins rather 
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than the sterling value of the sales which calls for 
scrutiny. Gross margin comparisons must be com- 
piled on a basis which does not distort the real 
results, because of such factors as the absorption of 
low or high costed materials at a time of varying 
prices; in such circumstances it is nearly always true 
that selling prices vary rapidly with changes in the 
prices of raw materials and thus minimum stocks 
which are necessary to maintain for the efficient 
running of the business may have been bought some. 
weeks ahead of their actual entry into production, 
when selling prices have already reacted to the change. 

The annual plan will also be watched by means of 
monthly profit statements. The figures of actual 
results are compared cumulatively month by month 
with the annual estimate already made and, possibly, 
also with the corresponding fraction of the previous 
year’s results. 

Revision of Estimates 

During each six-monthly or annual period the estimate 
may be revised in the light of the actual results 
achieved. Such revised estimates are the natural 
vehicle for any change of trend of policy. This 
continuous revision is more necessary in industries 
which are dependent upon public demand and where 
the production period is long owing to the time that 
it takes to change over to the new circumstances. 
This necessary revision of estimates requires that the 
accountant is in regular personal contact with his 
opposite numbers throughout the business so that he 
can effectively co-ordinate the accounting services of 
which the preparation of the estimate is his responsi- 
bility. 

The necessity for close liaison is because the prime 
object of forecasting is to minimize unforeseen 
fluctuation in the demands which the selling organi- 
zation places on the producing organization. It is 
these unforeseen fluctuations which cost the business 
money because in the final analysis the demand for 
correct forecasting is a demand from the factory; 
and as I have mentioned above, the less the 
flexibility of labour and, of plant and machinery, the 
more necessary is it that the fluctuations should be 
ironed out so as to ensure that such facilities are 
not unused for even short periods. 


Benefits of Forecasting 

The most important advantage of forecasting is a 
clear realization by all concerned of the anticipated 
difficulties of the future. Examples of the type of 
problem which might arise are: 

Change tn demand 

The public can change its demands rapidly. It may 
be due to a general stringency іп the availability of 
money, thus for a period reducing the demand for 
luxuries or curtailing the essentials. It may merely 
be a change in taste, which is influenced by the 
advertising of one’s own company or of one's com- 
petitors. It may be, what is the natural inclination of 
the majority of people, a desire for a change; this may 
evidence itself in buying a different type of article 
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to achieve the same purpose, or merely the same 
article but with a differing outward packaging. It 
may be an unfortunate air or train accident which 
influences people to travel by one way or the other. 
Each one of us can think of many examples of this 
sort. Some can be anticipated and plans made to deal 
with the situation. 


Availability of raw and synthetic materials 

We are beginning to move into an era of surplus 
commodities, compared to the shortages of the post- 
war years. Until recently many industries have been 
influenced substantially by the availability of their 
raw materials. Take, for instance, steel which with 
the stoppage of inflow of scrap from Germany 
restricted the 1951 output to a 2$ per cent rise on 
1950; but which in 1953 looks like producing more 
than it can sell. | 

Raw materials are not always scarce solely because 
of ‘controls’. This is particularly true in the case of 
such crops as cocoa, cotton, palm oil and the like, 
which form the basis of the necessities of life; these 
crops may vary from year to year simply because of 
climatic conditions and, in consequence, a shortage 
at one time may within a period of a year be turned 
into a surplus. l 

I have already mentioned the question of the choice 
between different raw and synthetic materials. Why 
has one of the great American producers of copper, 
the Anaconda Copper Company, entered the field 
of primary aluminium production except that both 
materials can be used for similar purposes? Glass, 
once just glass, now competes with concrete, brick 
and asbestos for building and insulation materials, 
and as fibre glass may eventually replace many metal 
parts in aircraft. 

These are the sort of factors which will be brought 
clearly to the forefront in considering the forecast 
of the coming year, and thus may easily lead to 
fundamental alterations in policy before actual 
results show the red light. 


Co-ordination of production and sales programmes 

It seems obvious to say that the sales and production 
programmes must co-ordinate over the course of any 
particular period. We have been concerned for many 
years with the limitation in production by the 
availability of raw materials; or else it has been 
possible to sell all goods at whatever price they may 
have cost to make, and so we have forgotten the 
effects of competition. Unless, however, some means 
' are taken to ensure that the sales departments know 
the anticipated production of the future and also 
vice versa, a seriously unbalanced programme can 
develop. After some fifteen years, this has been 
brought home, recently, to a number of industries. 
In the light engineering industry, we have seen this 
position arise, with the production of items such as 
domestic clocks; it is probable that unless the sales 
departments have a clear programme, which is accept- 
ed and allied to the production of the factories, serious 
losses will arise, due to over- or under-production. 
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Specific problems of this nature also arise in 
connection with businesses manufacturing and selling 


: a variety of final products. For instance, a mill con- 


cerned with the finishing of cloth may, during the 
course of a year sell, many hundreds of varieties of 
design. I heard of an actual case where it used to be 
the custom for each individual order as it was received 
during the year to form the basis of an order on the 
factory; this meant that the machines had to be set 
for each order, and seldom were there long runs. By 
looking ahead and forecasting the probable volume of 
sales in each design, it was apparent that during the 
course of a year demands in a number of specific 
lines could be anticipated which would warrant their 
manufacture in long runs at the beginning of the 
season, thus reducing substantially the cost of the 
finishing process. This was done, and it was found 
that at the end of the season the stocks left on hand 
were comparatively small and were more than offset 
by the reduction in manufacturing cost. Although 
this may be an extreme case, the principle is one that 
applies in many industries and shows clearly that by 
intelligent forecasting of sales it is possible to plan 
production so that the products themselves are 
produced at the most reasonable cost. 
Exports 
А large part of British commercial interests still lie 
in our merchanting activities. Our export trade of 
manufactured goods to the undeveloped countries of 
the world continues and, in a number of areas, has 
steadily increased over recent years. This increase 
has usually arisen because of the rise in the prices of 
raw materials exported from those countries and the 
improvement in living conditions of the population. 
ne way the forecaster might tackle this sort of 
problem is to arrive at some reasonable idea of the 
spending power of that particular community. The 
calculation of the spending power forecast involves 
such matters as estimates of the size of crops and the 
prices that will be paid for them, of the amount of 
capital expenditure likely to be inaugurated by the 
Government and by private industry, of receipts 
from external resources, and of other revenues, such 
as salaries to civil servants and expenditure by visitors. 
I have already mentioned the difficulty of esti- 
mating each season's crop which, whether it be 
Brazil Nigeria or the Belgian Congo, may vary 
substantially from season to season because of pests, 
crop rotation, or the weather — for instance, that the 
rains may have lasted too long or been badly dis- 
tributed. Furthermore, another factor which has to be 
taken into account is the movement in the world 
market prices which, with interludes such as the 
Korean War, may jump within a short period by тоо 
per cent or more and then return to the starting prices. 
Thus you will arrive at the spending power of a 
country as the first stage in attempting to assess the 
amount of trade with which you hope to have to 
cope. 'l'he actual estimate of the proportion of the 
total spending power which you want to come your 
way is dependent upon many factors, including the 
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availability of finance. The benefit of looking at all 
these factors well before they occur is that it may 
take anything between three months and two years 
for goods to arrive at their selling destination, from 
the time the order is placed with the supplier. 
Until recently the periods have been even longer and 
it has been vital to anticipate the demand which is 
likely to be made in future months. Thus, in the 
business of merchanting it is essential to look forward 
continuously, in order to control the volume of 
stocks to anything like reasonable levels and at the 
same time not to reduce them to such a point that 
business is lost through being unable to satisfy 
customers. 


The results of research and development 

The effect of new discoveries usually warrants careful 
study. To what extent will the invention of the jet 
engine influence the need for sparking plugs? What 
will be the uses to which zirconium will be put, 
with its powers to resist corrosion to such a remarkable 
degree? 

In some instances, the commercial production of a 
new product may be the answer for which another 
industry has been waiting. The British farmer still 
does not achieve good results – as evidenced by the 
average yield of wheat of twenty-one cwt an acre 
compared with the better farmer who has consistently 
been getting yields of thirty-five cwt an acre. May 
not the answer be in heavy fertilizer application or 
the use of a new synthetic soil conditioner, such as 
krilium? 

Causes of Fluctuation 
I should now like to consider for a few moments the 
three outstanding causes of fluctuation which 
particularly affect any industry concerned with the 
many nationally-known products found in our shops. 

The first I have in mind is trade stocks. Such stocks 
can fluctuate enormously without showing any trace 
in public or company statistics. For instance, if 
every housewife decided to increase or reduce her 
stock of soap by a single tablet the fluctuation when 
it eventually reached the producer would be large. 
One can attempt to keep some check on these de- 
mands of the housewife by use of a technique such 
as retail sampling. 

It might be possible to deal with such fluctuations 
by the second of the ‘causes’, which is advertising. 
But advertising itself is variable as there is always a 
point at which the advertising expenditure on a 
product produces its maximum return; again, 
theoretically, a graph could be constructed ‘showing 
the relationship between sales and advertising 
expenditure, when management would have no more 
to do than to decide from what point on the line to 
drop the perpendiculars which would give the 
advertising budget and the sales forecast. In practice, 
this is impossible for several reasons. In the first 
place, it is extremely difficult to isolate your selling 
costs from your production costs; for instance, 
consider the item of packaging, where display boxes 
might often be treated as shipping charges, but which 
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are really as much selling costs as advertising. 
Secondly, consider the difficulties which arise in 
making a satisfactory allocation of selling costs to 
sales for any particular period. An advertising 
campaign may take months to affect the production at 
the factory, whilst the follow-up campaign on an 
established brand may be successful due to the ground 
having been prepared by a previous one which 
falls outside the current estimates. 

This brings me on to the third of the causes of 
fluctuation, which is fashion. Why should the house- 
wife buy the synthetic soaps just because they were 
во constituted as to produce Ue although in fact 
the lather is absolutely irrelevant to their efficiency? 
It is the sort of question which even the market 
research expert finds difficult to answer. 


A New Product 

In the first instance, it is necessary to assess the 
probable market for the product which it is proposed 
to manufacture. Various methods of market research 
enable one to determine the probable number of 
users and the quantities which they are likely to use. 
Market research will also assist in arriving at the 
important decision of weight or size of each piece 
or packet; the object is to produce an attractive 
article in a price range fully competitive with existing 
or similar products. This initial stage may take con- 
siderable time and many revisions — for a recent new 
cigarette, fifty-two different packs were designed and 
rejected before the final pack was decided upon. 

Thus costs may be varied many times until an 
acceptable product at the right price is obtained. 
Forecasts may then be made up to five years ahead, 
as normally manufacturers do not expect to make 
profits on new products in the first year or two of 
their being launched; instead they look forward to the 
time when the product will have been established and 
normal progressive sales are being made. The initial 
advertising expenditure and the higher costs of 
producing smaller quantities in the earlier stages аге 
usually the reasons for trading losses in the earlier 

ears. 

The estimates must be prepared with great care 
as the manufacturer is planning several years ahead 
and commences by offering his product at a price 
below total cost in order to induce the public to buy 
at this price; the price being one he can only afford 
when he has induced a sufficient number of consumers 
to take the product regularly from him. 


Conclusion 

I would summarize the art of forecasting as an ипдег- 
standing of the use of statistics, a knowledge of 
economics, and the possession of business acumen. 
Furthermore, as the number of specialists increases 
due to technical and scientific developments, an 
overall co-ordination of the activities of any one 
business becomes more necessary. One of the natural 
and effective vehicles to bring the business together 
as a whole is the forecast, in spite of the many 
difficulties which must be faced in its preparation. 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


C.LR. v. John Barr (Henry & Galt) 
-In the Court of Session – January 13th, 1953 


(Before Lord Carmont, Lord RussELL and 
Lord Kxrrk) 


Income-tax — Machinery and plant — Balancing charge — 
Sale of business as a going concern — Whether balancing 
charge can be made – Income Tax Act, 1945, Section 17. 


'The respondent carried on business under the 
name of Henry & Galt, and sold the business as a 
going concern. The business continued to be carried 
on by the new owner. Included in the assets of the 
business was some machinery and plant. 

'The Inland Revenue contended that there had 
been a sale of machinery and plant, and that a 
balancing charge could in the circumstances be made. 
It was contended for the respondent that the sale of 
the machinery and plant had not taken place before 
the permanent discontinuance of the business, as is 
· required by Section 17 of the Income Tax Act, 1945, 
but had taken place simultaneously with the notional 
discontinuance of the business. 

Held, that the respondent's contention was correct, 
and that no balancing charge could be imposed. 


In re Goetze 
In the Court of Appeal - December 15th, 1952 


(Before Lord Justice SoMERvELL, Lord Justice 
Jenkins and Lord Justice Romer) 

Estate duty – Double taxation — Canadian succession 
duty – Legacies free of legacy duty and all other duties — 
Credit of Canadian succession duty against United 
Kingdom estate duty — Incidence of credit — Finance Act, 
1949, Section 27 — Double Taxation Relief (Estate 
Duty) (Canada) Order, 1946 (No. 1884), article V. 

The testatrix made her will in 1949, and by clause 2 
directed that ‘all legacies and annuities bequeathed 
by this my will or any codicil thereto are to be paid 
free of legacy duty and all other death duties’. After 
bequeathing a number of pecuniary legacies and 
annuities, the testatrix devised and bequeathed the 
residue of her estate on trust for sale and conversion, 
and directed her trustees to pay her funeral and testa- 
mentary expenses and debts, and to pay or provide 
‘for all legacies and annuities bequeathed by this my 
will or any codicil hereto and the duty on all such 
legacies and annuities’: subject as aforesaid the 


trustees were to hold the residue in trust for a named: 


beneficiary. 

On February 12th, 1951, the testatrix died domi- 
ciled in England. Her estate included shares in a 
Canadian company, and these shares represented 
more than half the value of her estate, and were liable 
to estate duty in the United Kingdom (by virtue of 
the testatrix' domicil) and also to succession duty in 


Canada (because of their situation). Under Canadian 


Jaw the succession duty was assessed on the beneficial 


interests, and would ultimately fall to be borne by the 
respective beneficiaries. Under article V of the Double 
'Taxation Relief (Estate Duty) (Canada) Order, 1946 
(No. 1884), the government of the United Kingdom 
was bound to allow, against United Kingdom estate 
duty attributable to property situated in Canada, a 
credit equal to the amount of the Canadian duty 
attributable to such property. ЈЕ was conceded that 
Canadian succession duty was not a testamentary 
expense. 

Held, that the effect of article V of the Order of 
1946 was that a payment of Canadian succession duty 
operated to discharge both that duty and also a like 
amount of United Kingdom estate duty, and that as 
the will directed that the legacies and annuities should 
be free of United Kingdom estate duty, the whole of 
that duty had to be borne by the residue including 
the proportion that was satisfied by the payment of 
Canadian succession duty. 


Pearlberg v. C.I.R. 
In the Court of Appeal - January 19th, 1953 


(Before Lord Justice DENNING and Lord Justice 
Morris) 


Income-tax — Schedule A — Person served with notice of 
intention to proceed against him as having been the land- 
lord – No appeal against notice — Assessment as landlord 
— No appeal against assessment — Summons for leave to 
sign judgment — Whether taxpayer entitled to leave to 
defend — Income Tax Act, 1918, Section 169 — Finance 
Act, I941, Section 12 (2), Schedule I, paragraph 5 — 
Finance Act, 1942, Schedule X, paragraph 6 (3) - - 
Rules of Supreme Court, Order 14. - 

The appellant was served with a notice pursuant to 

Section 12 (1) of the Finance Act, 1941, and paragraph ` 

of Schedule I thereto, stating the intention of the 
inland Revenue to proceed against him for the 
recovery of Schedule A tax as having been the land- 
lord of a group of properties on January tst of the 
year of assessment in question. The appellant did not 
appeal against the notice. In addition the appellant 
was assessed under Schedule A in respect of another 
group of properties, but he did not appeal against the 
assessment within the time limited by paragraph 6 (3) 
of Schedule X to the Finance Act, 1942. 

The Inland Revenue instituted an action in the 
High Court for the recovery of the tax in respect of 
both groups of properties, and took out a summons for 
leave to sign judgment under Order 14 of the Rules 
of the Supreme Court. The appellant. put in two 
affidavits. Аз to the first group of properties he stated 
that he bad never owned the properties, that he had 
never been in receipt of their rents or profits, and that 
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responsible for the budget of the section over which 
he has executive control and he will have to answer 
for any deviations from it in practice. As stated in 
the recent O.E.E.C. report on ‘Cost accounting and 
productivity in the U.S.A’, this is the essential 
rule of budget procedure. Moreover, this responsi- 
bility, for budgeting is not merely confined to the 
higher levels of management, but it is taken all the 
way down to the lowest possible level; in America, 
this will include the foreman, although practice in 
this country does not seem to go normally as far 
as ‘this. 

Even though there may be disagreement on the 
actual words to choose to describe these two very 
different functions, it seems certain that one word 
cannot adequately describe them both. 

Yours faithfully, 

Chiddingfold, Surrey. MICHAEL NATHAN. 


Dogs’ ‘beauty parlour’: Gross Profit Rate etc. 


SR,- А client of mine with a small amount of 
capital is thinking of investing in a small pet store 
and а dogs’ ‘beauty parlour’. The principal activity 
would be stripping, trimming and shampooing dogs, 
a trade in which my client is a trained expert. 

In addition.to this main activity, my client would 
trade to a limited extent in puppies and other pets, 
together with pet foods, leads and other accessories 
to pet ownership. 

As neither my client nor I have had previous 
experience in the ownership and management of 
such a business, it would be appreciated if any of your 
readers would supply any general information as to 
this trade, of which they may have direct experience. 
In particular, the rate of gross profit to be expected 
from the trading activities as apart from the services 
and the ratio of required capital to turnover, would be 
most valuable facts. 

The business would be established in a good 
residential area in the West End of London. 

Yours faithfully, 
LONDON С.А. 


The Young Qualified Accountant 


Sır, – As a chartered accountant in industry, I was 
most interested in Mr L. W. Robson's excellent 
lecture ‘Business organization and ^ accounting 
structure’ reproduced in your issue dated March 
7th. His advice to the young qualified man who wishes 
` to specialize in management techniques deserves 
wider consideration. 

In practice his suggestion would work out somewhat 
as follows: 

S. qualifies at age 23; after two years in the Forces 
he 18 25, after four years in a professional office he has 
reached the age of 29 at a salary of say £650-£700 
per annum. He then takes up an industrial appoint- 
ment at say £750-£800 per annum as an accountant 
or as an assistant. After a further four years, at age 33 
he has acquired the necessary knowledge and should 
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be in a position to take up a post as chief accountant 
to a large industrial organization at a commencing 
salary of say {£1,500 leading up to say £3,500 
according to the size of the undertaking with adequate 
pension provision. 

In my view, S. is going to hesitate a very long time 
before returning to the profession at say £1,000 per 
annum where he has little opportunity of earning 
emoluments equal to those obtainable in industry, 
unless he has a partnership offered to him in a very 
short while, and that is most unlikely. 

This is not a criticism of Mr Robson's suggestion, 
but a genuine desire to air this subject not only on 
behalf of the young qualified accountant, but on 
behalf of the profession as a whole. 

I should like to offer the following advice to young 
qualified accountants: 

Remain in the profession for approximately two 
to four years after qualifying, according to 
individual circumstances, gaining as much practical 
experience and responsibility as possible. 

After the expiration of this period, decide 
whether (а) to remain in the profession, (b) to 
become an industrial accountant, (c) to become a 
management consultant. 

The appropriate steps are: 

Gradual advancement with existing firm or 
transfer to another firm. 

Take up an industrial post at once, specializing 
in costing, taxation and management techniques. 

Join the staff of a firm of management consult- 
ants now or serve a few more years in the profession. 
I am of the opinion that as a general rule this 

approach is likely to be far more beneficial to the 
individual than returning to the profession after 
making headway in the industrial sphere. 

Perhaps some other readers would care to give 
their views for the benefit of those who will soon 
have to make a decision. 

I think it is fair to point out that in this letter I am 
dealing only with the financial aspect of the choice, 
which naturally weighs very heavily with a young 
man setting out on his career. Mr Robson’s suggestion 
is quite attractive from the point of view of the 
profession as a whole, but I have a feeling that the 
response will be poor except perhaps from those with . 
private means or influence. 

Yours faithfully, 

London, W1. H. A. ADAMS. 


Companies Act: Validity of Signatures 
Sm, – My attention has been drawn to the cor- 
respondence originated by 'Kingston' in your issue 
of February r4th, 1953, and the two replies in the 
issue of the following week. 

As one holding the dual offices of director and 
secretary, I am directly concerned with the interpre- 
tation of Section 179, on which there is a strong 
division of opinion. Some companies „are refusing 
to accept share transfers signed by two directors one 
of whom also signs as secretary in cases where the 
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articles’ call for the seal to be witnessed by two 
directors and the secretary. Mr Crout says that the 
intention of the articles is defeated by two persons 
signing instead of three, but I suggest that this is not 
the point at issue which is whether such a method of 
signing is legal or illegal. 

Reading Section 179 in conjunction with other 
related sections, it is clear that a director who is not 
a sole director may also act as secretary, and that such 
a director may also be authorized to perform the 
duties of a secretary during his absence or if the office 
is vacant. On the specific point at issue, Table A, 
Section 113, provides that 

‘every instrument to which the seal shall be affixed 

shall be signed by a director and . . . by the secretary 

or by a second director or...’ 
Returning now to Section 179, the wording makes it 
quite clear that when operating under Table А or a 
similar clause, the same person cannot sign both as 
director and secretary. What it does not make clear 
is whether three persons must sign if the articles 
require two directors and the secretary as witnesses. 

My own reading of the section is that it is applicable 
only to the exact circumstances specifically named, 
that is, ‘A provision requiring . . . a thing to be 
done by . . . a director and the secretary’, and that it 
has no bearing in any other case. Thus, if the articles 
call for the signatures of two directors and the sec- 
. retary, there is no. prohibition against one of the 
directors signing also as secretary although this may 
not have been intended. 

Yours faithfully, 


WILFRED BODINGTON, А.8.А.А. 
West Hagley, Stourbridge. ` 


Taxation: Back Duty 


Sm, – In the concluding remarks in the fifth article 
in his series on ‘Investigations’, published in your 
issue of February 28th, Mr Angus MacBeath states 
that: 

Where the taxpayer has made a voluntary dis- 
closure and co-operated in thé adjustments, по 
penalties are added to the tax payable. 

It would be interesting to know whether other 
members of the profession — and Inspectors of Taxes 
— agree with this statement, occurring in an article 
dealing largely with returns ‘which are false or in- 
complete’. The statement has additional interest by 
reason of the absence from the article of a review of 
the offence of wilful default. I am sure the author did 
not intend his statement to apply to cases of fraud, 
although as it stands, it can well be read in that way. 

Yours faithfully, 

Guildford. G. B. BURR. 


[Mr Angus MacBeath writes: My statement, which 
was rather sweeping and general, was based on the 
experience of my firm over the past thirty years. 
- In the word ‘penalties’ I did not intend to include 
ordinary commercial restitution by way of interest 
on the tax lost. I am informed that the position today 
is being tightened, and that some penalties will 


THE ACCOUNTANT 


March 21st, 1953 


usually now be added in settlement though the 
Revenue continue to take the most favourable view 
possible on penalties where disclosure is voluntary 
and even where, on the first challenge coming from 
the Revenue, the taxpayer in effect holds up his hands 
and makes full disclosure. I am obliged to your 
correspondent for giving me the opportunity to 
amend and to enlarge on this point.] 


The Control of Sterling: Non-resident and 
Blocked Accounts 
бв, - I am interested іп Mr С. Е. Bryen’s article. 
under the above heading in the issue of The 
Accountant dated February 14th, but my own ex- 


. perience does not quite accord with all that the 


author says. 

I have been endeavouring for some time past to 
transfer funds, deposited in Australia a few years ago, 
back to this country. After giving requisite notice, I 
received a questionnaire which sought information 
as to how the original funds were received in Australia, 
reasons for the funds being placed in Australia, the 
purpose of the return of the funds, how the funds 
would be disposed of in this country and the owner- 
ship thereof. 

Having answered these questions to the best of my 
ability, I have been confronted with a further set of 
questions from the Australian Exchange Control 
asking for evidence of the purpose stated for trans- 
ferring the funds to Australia in the first place, 
details of the steps taken in Australia to apply the. 
funds to the purpose contemplated, when it became 
apparent that the funds would not be employed as 
originally intended etc. – all concerning one's own 
money! : 

It would appear that transfers within the scheduled 
territories are not quite as easy as the article represents 
but that regard should be had to the exchange 
regulations of the dominions and countries oversea. 


Yours faithfully, 
Birkdale, Southport. C. COUPE. 


[Mr Bryen writes: In general, the position regarding 
the transfer of funds between residents of the scheduled 
territories is as stated in the article, which necessarily 
dealt with the broad outline of exchange control. 
It is true, however, that each territory has it own local 
control which may impose temporary restrictions on 
the transfer of funds, and Australia is a case in point 
at the present time. Most rules, unfortunately, have 
their exceptions. 

Without knowing the facts of a particular case it is 
impossible to venture an opinion as to why the funds 
in question are restricted, but I agree that it is ent‘rely 
a matter for the Australian Control. Possibly one of the 


` Australian banks in London could offer some assistance 


in this instance. 

Incidentally, it is interesting to note that India and 
Pakistan are at present limiting transfers of sterling, 
while two or three years ago South Africa found it 
necessary to restrict the receipt of sterling from the 
United Kingdom. Nevertheless, the free transfer- 
ability of sterling between the scheduled territories is 
still a broad principle of exchange control.] 
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FINANCE AND COMMERCE 


The approach of the Budget is having its usual efféct 
of reducing stock market business. Having survived 
the temporary shock of the events in Germany, 
however, markets are still commendably steady. 
There is little sign of any setback in British Govern- 
ment stocks and | this gives general confidence. 


i Quinquennial Valuation 
Part of the province of this column із to provoke 
discussion, material being taken from the wide field of 
раз offered by the accounts of public companies. 

e welcome therefore a letter from Mr Paul Irons, 
А.С.А., on the quinquennial valuation of fixed assets 
adopted by the directors of The Yorkshire Copper 
Works Ltd, to which attention was drawn in our issue 
of January 3186, 1953. Mr Irons thinks that the system 
merits condemnation ‘lest others blindly follow the 
example’. 

He continues as follows: _ 

‘Since only by sustained argument will either a solution 
of this problem of increased replacement costs be found, 
or the whole profession resign themselves to the perpetua- 
tion of historical costs, I would pose the following 
questions in the hope that a representative of the com- 
pany will answer them and thereby justify the somewhat 
exceptional ‘arrangements referred to: 

'(1) Except in the first year, how can the charge for depre- 
ciation be considered as being on “current values” 
with “entirely satisfactory results” when during the 
last five-year period the replacement cost of fixed 
assets ap to have increased by 50 per cent 
(£880,9 E to to auba, 821), whereas throughout the 
whole of that period depreciation was being 
only on the value at the beginning of the period? 

а) What is the basis of the valuation and does it have 
any regard to goodwill, i.e. the profit-earning capacity 
of the assets? 

'(3) On what arithmetical basis is the revised rate of 
depreciation computed? 

We think that 'current values' as used in this con- 
text by Col. Gilbert Norton, the company's chairman, 
is intended to have a broad rather than its literal 
meaning, but maybe he will favour this column with 
his further views. 


Prompt Accounting 

We have received from America the accounts to 
December 318, 1952, of the Caterpillar Tractor Co. 
The form of these accounts has been extensively 
reviewed in past years and а full reprint given, and 
we are pleased to be able to record that one company 
here at least, Joshua Tetley & Son, the Yorkshire 
brewers, has adopted a similar form. 

One point, however, which we should like to 
emphasize this year is the speed with which the com- 
pany gets its out. Ninetéen days after the 

of the books, the president of the company 
scel his report and on the same day the auditors 
signed their certificate. Similar speed in accounting 
may be too much to expect from companies here, but 
a lot could be done to reduce accounting delay. 

More could also be done in accounts to provide a 
yard-stick for the measurement of trading results in 


terms such as are available to stockbrokers and others 
who subscribe to company statistical services. 


Legal Point 
Shareholders in Stormgard Ltd, whose accounts were 
reproduced in our issue of February 28th, 1953, have 
feci informed of the appointments of receivers to 
two of the company's three subsidiaries, which in 
effect means that practically the whole of its interests 
are now in receivership. 

The directors in their report announced that 
Меазгв Deloitte, Plender, Griffiths & Co, Chartered 
Accountants, had been instructed to investigate the 
company's position. In view of the appointment of 
receivers, however, it was found impracticable to 
proceed with an investigation. Instead, a preference 
shareholders' committee has been formed which 
includes Mr С. Н. S. Lewis, of Messrs Finnie, Ross,- 
Welch & Co, Chartered Accountants. 

- It is pointed out that A. Whyman Ltd, one of the 
subsidiaries in receivership, is the principal trading 
company of the group and is indebted to the holding 
company to the extent of approximately £315,000. 
The shares in Whyman and the debt due, it is stated, 
wil realize very considerably less than their face 
value. 

Reference to the reprint of the accounts will show 

that roughly two-thirds of the interests in subsidiaries 
is in the form of loans which rank with the sub- 
sidiary’s unsecured creditors. The particular point of 
company law involved should be immediately 
apparent. . 
Harrods (B.A.) 
We complete this week the reprint of the accounts of 
Harrods (Buenos Aires) Ltd which provide an 
example of the treatment of foreign currency 
exchange under present-day circumstances. 

Mr A. Faller, A.C.A., the company’s chairman, 
informed shareholders in his statement that the 
Inland Revenue would not be demanding tax on 
profits made in Argentina which could not be remitted 
to this country. 

As we stated last week, this point has since been 
dealt with in the first interim report of the Royal 
Commission on Taxation. The Commission broadly 
recommended that a trader should have the option of 
excluding from assessment such part of his oversea 
profits as is shown to be unremittable under local 
currency restrictions, the part of the profits so 
excluded to be brought back into assessment when 
remittance becomes a possibility or when other use 
is found for the blocked currency. 


Money Market 
Treasury Bill a «iiis totalled £356,395,000 on 
March 13th and the market obtained 57 per cent of 


requirements with the average rate at £2 7s 11740 
per cent. This week's offer is raised to [260 million. 
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ADDITIONAL INFORMATI( 





1. Change in basis of Accounting 


In previous. years the assets, ПгЫЧезѕ and reserves іп Argentina have been shown in the Balance Sheet under thelr respective headings and the full amc 
of the peso profits earned In Argentina expressed In the Profit and Loss Account In sterling, Into which currency they were converted at the official free 
of exchange. This procedure bor en changed In the presen accounts (for reasons explained in the Directors’ Report) and the ‘Excess of Assets over Llabil| 
and Reserves [n Argentina’ s ted In one total. No credit has been taken for the peso profits of che year ended August 3146, 1952, because the Direc 
consider that It would be misi Ing to attempt to express them In sterling. In additlon che sum of £392,341 Lr andi еј £960,490), corresponding to the | 
profits of tha year ended August 3157, 1951, and also the reserves [n Argentina ас that date have been excluded from the present accounts. 

The corresponding figures for the year ended August 3151, 1951, have been за where necessary to conform to the basis adopted In drawing up 
present accounts, 


2. Excess of Assets over Liabilities and Reserves in Argentina 


The sterling amount of £2,358,426 (consolidated £5,540,173) at which the excess of assets over liabilities and reserves In Argentina is shown In the Bal: 
Sheet, has been arrived at without attri uang, any sterling value со the profits of $30,572,918 (consolidated $74,353,944} earned In Argentina for the two y 
ended August 31st, 1952, and Iš analysed as under: 


Harrods 
(Buenos Aires) Consoll- 


. Limited dated 
As at August 3ist, 1950: £ Ё 
Fixed assets at cost £2,343,842 (consolidated £6,261,779), less depreciation £900,376 (consolidated £2,685,409) s ЕА 1,443,466 3.576,370 
Goodwill at cost .. oe .. zs .. .. .. .. .. .. .. š .. ex d "S — 135,000 
74 per cent First Mortgage Debentures of Almacenes Argentinos (Gath & Chaves), Ltda, SA. .. + ae ae 210,500 — 
Debenture interest due but unpaid owing to exchange restrictions a - «t же wee из T we 32,890 = 
Excess of Current Assets over Lisbilities and Reserves In Argentina E " ES 55 P e ss 5 868,691 2,527,669 
Total аз at August 31, 1950 .. m 55 em m .. ae vs .. 5 2 а xis s 2,555,547 6,239,039 
Movement during 1950-51: - 
Remittance of profits of past years Included above at 539-05 to the £ és ss PF 5 T vs T 172,790 669,178 
Allocation to Minority interests on Consolidation wa ~ v s. E Ри Vs we m T — 3,659 


2,382,757 5,566,202 
Movement during 1951-52: 


Remittances in respect of Debenture Interest and sundry merchandise payments .. .. .. .. .. 24,331 26,029 
Excess of Assets over Liabilities and Reserves In Argentina per Balance Sheet ie ‘te 28 ae T T .. £2,358,426 £5,540,173 








Expenditure on fixed assets has been Included above at the rate of exchange ruling on the dates when Incurred. Current assets, liabilities and reserves 
been converted at the гасе of $39-05 to the £, che officla! free rate ruling at August 3136, 1950. 


3. Commitments for Capital Expenditure 


E There pne sterling commitment under this heading. For peso commitments see page 13. [See ‘Additional Information relating to the Argentine Accounts’ at 








Capital 
Reserve 

7. Reconciliation of Reserves £ 

Balances per accounts at August 3ist, 1951 .. .. Se Prt us "s ae "m Ри Би aia ae .. .. 11,691 

Reserves no longer Included in sterling as a result of the change In basis of accounting: 

Profits In Argentina for the year ended August 31st, 1951 T S oe .. .. .. s ve ik ate ie — 
Reserves held In Argentine currency г os .. .. .. .. "m .. m .. па ба га 78 — 

y Adjusted Balances at August 314, 1951 (see Note 1) аж " ix РА е T “и га ка v . E 11,69! 
Transfers from Reserve (ог Future United Kingdom Income Tax to General Reserve and to Provision for United Kingdom ЫНТА s — 
Amount written off Investment In The Chillan Stores (Gath & Chaves) Ltd .. .. m: .. х. P - гә Бе — 
Extraneous and non-recurring Items — .. .. .. .. .. .. .. .. .. .. .. .. ss us ~ — 
Balance of Excess Profits Tax Post-war Refund recelved during the year .. .. ` .. .. .. T ae E — 
Debenture Interest received during the year In respect of the year anded August 3lst, 1951. .. .. e. „а .. 4 — 
Dividends charged direct to Ordinary Shareholders Dividend Equalization Account .. aia .. с. 2% .. ea ex — 
Transfers to Profit and Loss Account, Including minority shareholders’ Interest therein v es а а . eis es — 
Losses for the year dealt with In the accounts of subsidiary companies, Including minority shareholders’ Interest је ss zie mE 

Balances at August 3156, 1952 .. m Eo és 35 es ae .. с. os a wie " M ae es 11,691 
Deduct Proportion attributable to minority shareholders РЕ ee "e $2 vs v: aie 45 РА ae s — 

: | 11,691 
Deduct Proportion artsing prior to the acquisition of shares [n The South American Stores (Gath & Chaves) Ltd 6. ww ke ES 

- - Balances per Balance Sheet as August 3136, 1952 .. m £x :. T ^ - te cR £11,691 
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-ATING TO THE ACCOUNTS 








ubsidiary Company not Consolidated – The Chillan Stores (Gath & Chaves) Ltd 

(1) Accounting date. The Balance Sheet at July 3156, 1952, and the Profit and Loss Account to that date are attached to these accounts. They have been 
roughe Into line with the accounts of other companies In the group, so far as із compatible with the differences between the trading seasons in the countries 
ancem 


(П) Reason for non-consolldation. The Directors are of the opinion that It is more Informative to show separately the position of the company which 
2erates In a different country, and under different economic сопа опз from the principal companies oft the group. 


(Il) Statement under Schedule Eight to the Companies Act, 1948, paragraph 21 (b) of Part Il. The amounts dealt with In the accounts of the 
ibsidlary company so far as they concern members of Harrods (Buenos Aires) Ltd, are as follows: 
Proportlon attributable to 
Harrods (Buenos Alres) Ltd 





5 Е 
Loss of Capital at July 31st, 1951 s s ВЯ e 2 ae z ws 25 on 21,253 
Decrease in Reserves and Loss for the year sided July 3146, 1952 . HS m4 e. Ue $^ ža 25 ki 36,184 
Loss of Capital at July 31st, 1952 а. "s we ‘sie on aa А79 E Ws m v 55 АА, 157,437 


The loss of capital has bean provided for In the accounts of The South American Stores (Gath & Chaves) Ltd by writing down that company’s Investment 
ı The Chiltan Stores (Gath & Chaves) L 


Inited Kingdom Taxation 

No provision has been made for any Ilability to United Kingdom taxation which may arise In respect of the unremittable profits earned in Argentina for 
е two years ended August 31st, 1952. The sum of £93,984 (£183,471 for the Group) has been transferred from the Reserve for future United Kingdom Income 
ax to Genera) Reserve, ut a llability to pay United Kingdom taxation will arise If and to the extent that these profits become remittable. 

The profits tax distribution charge arises because the dividends pald for the year have been pald out of profits of pravious years In which non-distributlon relief 
as recetved, 


moluments of Diractors . . 
Emoluments of Directors of Harrods (Buenos Alres) Ltd, payable by the Company and Its subsidiaries are as follows: 


1952 195] 
Ё £ 
Directors’ Fees... 59 s m vs .. oo tee .. m .. ate oe oe aie $e 3,500 8,162 
Other emoluments Including Pension Scheme contributions 122 on .. 25 be oe tes is e 26,193 26,193 
£29,693 £34,355 


ecause no credit has been taken for the peso profits earned In Argentina for the year ended Angus. 31st, 1952, no provision has been made (ог additional 
emuneration for the year to which the Directors of a Subsidiary company are entitled under Article 93 of that Company's Articles of Assoclation. 


SUBSIDIARY COMPANIES 


ENOS AIRES) LIMITED 















































Fidelity and 
Ordinary other risks 
E.P.T Shareholders Future and Interest 
Post-war General Dividend U.K. and Profit on 
Refund Equalization Income Tax Instalment 
Account Sales held 
In suspense 
£ Е £ £ £ £ £ £ 
65,479 713,046 95,750 142,415 30,082 82,580 1,712,815 2,853,858 
— (392,341) = — t mE — (568,149) (960,490) 
= = = = (30,082) (1,641) (198,844) (230,567) 
65,479 320,705 95,750 142,415 — 80,939 945,822 1,662,801 
— 93,984 — (142,415) — — (7,513) (55,944) 
-— === _ — — — (35,000) (35,000) 
= = — — е === (29,684) (29,684) 
22,469 — — — — 32,611 — 55,080 
mE 3,249 — — — — — 3,249 
= — (61,687) = — — — (61,687) 
= (7,849) = = = = (71,586) (79,435) 
25 Ее РЕ — — E a (3,394) (3,394) 
87,948 410,089 34,063 — — 113,550 798,645 1,455,986 
— — — — x 3,071 21,601 24,672 
87,948 410,089 34,063 — — 110,479 777,044 1,431,314 
= act = — — 274 256,683 256,957 
£87,948 £410,089 £34,063 — — £110,205 £520,361 £1,174,357 
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HARRODS (BUENOS AIRES) LIMITED AND SUBSIDIARY COMPANIES - ARGENTINE BRANCHES 
Consolidated Profit and Loss Account relating to transactions іп Argentina for the year ended August 3182, 1952 























{in Argentine pesos) 
1951 
Argentine pesos ` Argentine pesos 
64,639,390 Profit on Trading before charging interest, depreciation and Argentine Taxation .. 50,978,901 
Deduct: Interest payable less recetvable: 
684,022 Other interest s Ve p as 55 vs zs A 5 1,290,005 
1,563,022 E 2,155,655 
Deprectation: 
— On Land 54 Z5 E^ xw os cs kk .. — 
740,703 | OnBuldings.. 0... .. 740,850 
1,634,724 On Installations ete. oe .. ae us о "T 1,911,518 
2375427 . ———— 1,652,368 
59,425 Reserve for Fidelity and other risks .. Бе ЕЕ 2 ue oe vs 54217 
———— 2,997,874 : ————— 4,862,240 
60,641,516 Profit before Argentine Taxatlon .. a. a a a a a 46,116,661 
17,776,181 Income Tax and Excess Profits Tax c xs eM .. soo „Чар E .. 12,766,000 
— Other taxation™ .. sa E .. к sx ii a "oe .. . 2,440,000 
17,776,181 š 15,206,000 
— Less Adjustment of provisionsfor past years .. T ss 55 .. vs РА 817,409 
239,46! Add Adjustment of provisions for years We. а ИЦ И 4 ERES opel — 
18,015,642 i — 14,388,591 
42,625,874 — Net Profit in Argentina ds on es .. T ae 45 wei ries 31,728,070 
684.354 Proportion of Profits of Subsidiary Companies relating to Minority Interests therein .. we 467,266 
Net Profit In Argentina attributable to Harrods (asnos ae) Led m Its bolding In Sub- 
41,941,520 sidary Companles  .. ...2 .. .. ee ci 52 31,260,804 
25,192,695 Profits dealt with In accounts of Subsidiary Companies ss oe ae ees аа Stia 17,436,711 
16,748,825 Net Profit in Argentina of Harrods (Buenos Alres) Ltd -.. РА Sort ee .. А 13,824,093 





Additional Information Relating to the Argentine Accounts 





1. Allocation of Reserves of Subsidiary Companies 
(1) Aggregato Reserves of Subsidiary Companies: | ғ 





$ 
Capital .. .. .. Sia где .. .. f we .. m .. 92,722 
@ Revenue .. .. .. .. .. .. 7 .. .. .. oe .. .. 9,479,985 
E $9,572.707 





(1) Allocation between Harrods (Buenos Alres) Ltd, and minority shareholders: 


; $ $ 
Proportion attributable to minority shareholders .. — .. a с 2,507 309,573 ^ 
Proportion attributable to Harrods (Buenos Aíres) Ltd: 
(а) ies er ao acquisition of shares in The South Азаа Stores 2 
)itd .. E .. .. .. 90,175 9,169,751 
(b) Arising ng prior to acquisition of such shares and deducted from ` 
Goodwill on consolidation  .. .. .. m .. .. 4 65! 
$92,722 $9,479,985 





Note. — The Argentine Reserves at August 31st, 1951, have been allocated In total to Harrods (Buenos Alres) Ltd, in aq (a) above аз post-acquisition 
reserves, because che pre-acquisition reserves up to that dace have been expressed In sterling and deducted from Goodwill In the Consolidated Balance 
Sheet on page 7. [See ‘The Accountant’, dated March [4th, at page 310 — Editor.] 


2. Commitments for Capital Expenditure. A 
Commitments at August 31st, 1952, not provided for In the accounts are estimated at $87,000 ($786,300 for the group) (1951 – $88,000 and $1,875,557) 


3. Head Office Hxpanses 
An amount in Argentine currency In respect of Head Office salaries and expenses Incurred In London has been charged In the consolidated Profit 
and Loss Account relating to transactions In Argentina. Аз no remittances for such expenses have been received, the expenditure Incurred In London 
has also been written off in tha sterilng accounts, In the two years to August 31st, 1952, such expenditure totalied £58,449 (£124,528 for the group). 
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| THE INSTITUTE ОЕ . 
COST AND WORKS ACCOUNTANTS 


SHEFFIELD AND DISTRICT 


Mr R. G. Ward, F.c.w.a., President of the Sheffield 
and District Branch of The Institute of Cost and 
Works Accountants, was in the chair at the annual 
dinner of the Branch, attended by eighty-eight members 
and guests, held at The Grand Hotel, Sheffield, on 
Tuesday, March roth, 1953. 

Among those present were Alderman Peter 
Buchanan, J.P., Lord Mayor of Sheffield; Sir Harold 
West, the Master Cutler; Mr S. C. ‘Tyrrell, F.c.w.a., 
F.L.LA., President of The Institute of Cost and Works 
Accountants; Mr W. С. Ibberson, A.M.I.MECH.E., 
F.LI.A., President, Sheffield Chamber of Commerce; and 

Messrs S. J. D. Berger, M.C., F.C.1.5. (Director and Secretary, 
Institute of Cost and Works Accountants); P. J. Bovill 
(Chairman, Sheffield Section, Institute of Industrial Ad- 
ministration); Derek du Pré (Editor, ‘The Accountant); 
W. С. Garrison, F.c.w.a. (Past President, Sheffield and 
District Branch, Institute of Cost and Works Accountants); 
С. E. С. Gilfillan, M.r.P.E. (President, Sheffield Section, 
' Institute of Production Engineers); E. Gooseman (Editor, 

Sheffield *Star); A. Graves (Chairman, Sheffield and 
District Branch, Chartered Institute of Secretaries); F. K. 
Gardiner (Editor, ‘Sheffield Telegraph’). 

Messrs John Heys, с.в.в. (Town Clerk); F G. Jones 
(City Treasurer); P. an, F.A.C.C.A. " (President, 
Sheffield and District Society, Association of Certified and 
Corporate Accountants); А. С. Smeeton, r.C.A. (President, 
Sheffield and District Society of Chartered Accountants); 
С. Styring (President, Sheffield and District, Incorporated 
Law Society); К. V. Toorn (Sheffield College of Commerce 
and Technology). 

The toast of ‘The City and Trade of Sheffield’ 
was proposed by Mr Derek du Pré and the Lord 
Mayor replied. 

A Great Future 


Proposing the toast of “Тһе Institute of Cost and 
Works Accountants’, the Master Cutler said that some 
people were concerned lest our old world dignity 
should turn into complacency, ‘but I think there is not 
much danger of that in the profession of aecountancy', 
he added. 

“This virile, welcomed and comparatively young Institute 
of Cost and Works Accountants', he continued, 'has a 
wonderful field in my view, assuming for instance that every 
one of the 56,000 establishments and factories needs at least 
one cost accountant – there are several Jarge ones having 
over 5,000 people who should surely have a corps of them. 
Yours is indeed a great future.’ 

Sir Harold West went on: 

'I remember the time when no general manager knew 
whether he was in the red or in the clear until the end of the 
half year – although most of the old ones made a shrewd 
guess and were rarely wrong because they always kept 
something up their sleeve. 

‘The cost accountants now keep us in touch month by 
` month, and we are shown at least some part of the picture 
day by day.’ 

Personality and Quick Reaction 


Sir Harold said that relationships in undertakings large 
or small, between accountants and managements, must 
be founded on personality and quick reaction and 
assessment of rapidly changing situations. When it 
came to attempting the impossible, he said, 


n 
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‘I must confess that I would rather have my money on 
the bull-necked engineer than the bullet-headed financier. 
'The leader who knows where he is going is half-way there.' 

'There are some situations, he said, in which the 
&chievement of the impossible 'and driving through 
against impossible odds’ cannot be assessed in any 
terms other than by the man who knows human 
nature. . 

Concluding, the Master Cutler paid a cordial tribute 
to Mr Tyrrell in his capacity as national President of 
the Institute. Sir Harold said, ‘with him it is a crusade 
for the building up of something which he knows — 
and which we all know — is going to be for the good of 
this country’. (Applause.) 

In his response, Mr Tyrrell said that industrial 
accountants served management faithfully and truth- 
fully, and management did well to make use of their 
services. He paid a warm tribute to the Sheffield and 
District Branch and congratulated members in 
advance on the forthcoming announcement of the 
formation of the Chesterfield Sub-Branch. 


Two Obligations 


The year 1952-53 would always be remembered as a 
memorable year for the Institute, he said, for in that 
year the new fellowship in management accounting 
scheme had been launched, That scheme. had been 
received by industry with a very warm welcome, by 
the kindred societies with a reserve, but with no trace 
of hostility, which possibly might well be expected, and 
therefore the Institute had had two very heavy 
obligations placed on its shoulders. 

‘In regard to industry we have to ensure that the supply 
of qualified management accountants will be adequate to the 
demand in the future. As regards the kindred accountancy 
societies we haveto proveto them that we are qualified to hall- 
mark those men from our own numbers, and J hope from their 
numbers also, who will take the qualifications which entitle 
them to the status of management accountant in industry.” 

Mr Tyrrell said he believed that 
‘we deserve wel] of our generation, but I am confident of 
this — that we shall not deserve well of posterity unless we 
have studied two things — first, that we ensure an adequate 
supply of young men and women having the required 
standard of intelligence and character to ensure the proper 
satisfaction of the demand of industry for management 
accountants, and secondly, that we also provide the means 
for the training of these’. (Applause.) 

The toast of ‘Our Guests’ was proposed by the 
chairman, Mr Ward. In the course of his reply, 
Mr Ibberson said: 

“То be with men who practice the art of cost and worka 
accounting is a stimulating experience, for you are with 
those whose daily thoughts are directed towards the future — 
men who study the errors of the present and the past and 
constantly strive to guide the ships of commerce safely 
through the shoals and shallows which lie ahead.’ (Applause.) 

During the evening, Mr Tyrrell presented a certifi- 
cate to a student member of the Branch, Mr James 
Fouldes, who had gained the first place in the Inter- 
mediate examinations held last December: Mr Fouldes 
was greeted with applause. 
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THE MANCHESTER CHARTERED 
ACCOUNTANTS’ STUDENTS’ SOCIETY 


ANNUAL 


The annual dinner of The Manchester Chartered 
Accountants’ Students’ Society was held at the Reform 
Club, Manchester, on Friday, March 6th, 1953. The 
President of the Society, Mr M. Wheatley Jones, 
B.COM., F.C.A., presided over a company of 165 members 
and guests. 

Among those present were: Mr C. W. Boyce, 
C.B.E., F.C.A., Immediate Past President, The Institute 
of Chartered Accountants in England and Wales; 
Professor Т. W. Manson, M.A., D.LITT., D.D., F.B.A., 
Professor of Theology, University of Manchester; 
Mr Е. Bancroft Turner, B.A., LL.B., Stipendiary 
Magistrate for Manchester; Mr E. С. Turner, м.с., 
F.C.A., President, Manchester Society of Chartered 
Accountants; and 

“Messrs К. Backhouse, Barrister-at-Law; A. L. Barratt 
(Hon, Secretary, Institute of Cost and Works Accountants, 
Manchester and District Branch); R. Calderwood (Hon. 
Secretary, Manchester University Union); A. T. Dowd, 
B.8C. (member of the Committee of the Society); А. Т. Eaves, 
M.M., F.C.A., F.8.A.A. (President, му aM WT Accountants 
Society of Manchester and District); А. A. Fraser (Vice- 
Chairman, Council of Manchester and District Bankers’ 
Institute), Miss Edith Hesling, O.B.E., LL.B. (President, 
Manchester Law Students’ Society); ` 

Messrs I. D. Hotchen, M.A. (member of the Committee of the 
Society); P. -B. Ley B.8C. (President, 
University Union) Н. Richmond, F.¢.1.8. (Secretary, 
Manchester Stock Exchange); C. С. Wright, r.c. 1.8. (President, 
Manchester and District Chartered Secretaries’ Students’ 
Society); with representatives of other chartered accountant 
students’ societies. 


' A Tentative Conclusion about Accountancy 


Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Professor 
Manson, spoke humorously of the ‘awe and wonder’ 
in which he held accountants and their work, and said 
that he had come to a tentative conclusion about 
accountancy as he understood it. It was that 
‘accountancy is the art of keeping accounts in such a way 
that only an accountant can keep them, and that only 
another accountant can understand what they mean'. 
(Laughter.) 

Such a mystery was something positively trans- 
cendent and he felt that he ought to cultivate a proper 
reverence and humility towards all who had been 
fully initiated into it, and particularly those who were 
the high priests of such a sacred mystery. 

‘I am ready to believe that the profession as a whole does 
a great, beneficient, and essential task in helping to main- 
tain our business and commercial life’, he said. 

Mr Boyce, responding, said that at any gathering of 
chartered accountant students, the uppermost thought 
in their minds was the passing of examinations. He went 
on: . 

. Passing Examinations 
Jt. would be presumptuous on my part to say-that I can 
give'you the prescription for this desirable objective. It is 
a matter which rests entirely on the shoulders of the 
individual student, but there is no reason why the student 
of average intelligence should not be successful, provided 
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he realizes that to be successful he must apply himself to 
his studies in a methodical manner, does not allow himself 
to get into arrear with his correspondence course work, 
takes every advantage of the facilities provided by his local 
students’ society, and neglects no opportunity of increasing 
his store of knowledge in the way of practical experience 
when carrying out his duties in the office of his principal. 

_‘And, in this connection, there is an obligation on the 
part of the principal to ensure that his articled clerk is 
given the opportunity of gaining experience in as many 
different aspects of the work of the profession as the nature 
of his practice permits.' 

Mr Boyce spoke of the importance of the student 
always bearing in mind the question of professional 
ethics, and said that the Council was very jealous in 
safeguarding the tradition of unexceptional pro- 
fessional conduct. 


Not a Closed Profession 

‘Without a high moral tone we should have no right to 
regard ourselves as a profession. Unfortunately, we are nota 
closed professionjlike the law or medicine, and until means 
are found to close the ranks of the accountancy profession, 
there will be persons without any qualifications who 
masquerade as “accountants” and who pose as experts in 
various activities normally falling within the sphere of 
accountancy practice. 

‘It is regrettable that many of our members, particularly 
in the rural areas and small towns, are suffering from a sense 
of frustration because work which they are qualified to do is 
filched by unqualified persons who, through advertising 
and other unprofessional means, bring themselves and their 
offers of service (о ће notice of possible clients. 

"Chartered accountants are not permitted to advertise, but 
it cannot be too widely known in the interests of the public 
at large that they are trained to do their jobs well and for 
reasonable charges.’ (Applause.) . 

Proposing the toast of "The Manchester Chartered 
Accountants’ Students’ Society’, Mr Bancroft Turner 
congratulated the Society on its 800 membership. He 
said that commercial morality, unfortunately, was not 
getting any better, and in the years in which the students 
of today were going to practice it would be more than 
ever important to keep their sense of duty keen and 
their sense of professional honour particularly high. 

Advising the students to give the question of taking 
up private practice very serious thought, he said that 
business nowadays was getting into the hands of big 
combines and large nationalized: boards with attractive 
salaries and a pension for the accountant. 

‘I had twenty years in private practice аз a barrister- and 
have been fourteen years in a “job”. Private practice is 
risky and uncertain but the friendships you make go so 
much deeper than anythin you make anywhere else. You 
get a kick and a zest out of private practice that you don’t 
get out of a job." 

The President, replying, spoke of the value of 
university training and said that he thought it would 
become more generally recognized amongst ргас- 
titioners., 

Тће. toast of "Ihe Guests’ was proposed by Mr- 
Hotchen; Mr Backhouse and Mr Livesey responded, 
and the dinner ended with a vote of thanks to the 
President, proposed by Mr Dowd. à 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 

ship and applicants admitted to membership at the 

Council Meeting held on March 4th, 1953, who com- 

pleted their Fellowship or Membership before March 

17th, 1953. 

Associates elected Fellows 

Barnett, Ormond Richard Kiora; 1931, A.C.A.; (Barnett, 
Morgan & Co), Lloyds Bank Chambers, Andover. 

Burton, Lawrence; 1937, A.C.A.; (Hatton, Burton & Co), 
Aldwych House, Aldwych, London, WC2, and at 
Liverpool. 

Cooper John Thomas; 1937, A.C.A.; 56 Bradmore Way, 

fookmans Park, Hatfield Herts. 

conn Gordon; 1940, A.C.A; (*S, Т. Cowcher & Son), 
1 Whitfield Street, Gloucester. 

Elliott, Cecil Weatherill; 1929, A.C.A.; Heston Airport, 
North Hyde Lane, Hounslow, Middlesex. 

Ellis, Harold George; 1915, А.С.А.; (*H. С. Ellis, 
Kennewell & Co), Imperial Building, Victoria Street, 
Nottingham. 


Hall, Philip Edward; 1932, A.C.A.; 84 Lower Parliament | 


Street, Nottingham. 

Jones, Jarman Maldwyn Lloyd; 1931, A.C.A.; (Lloyd 
Jones & Co), 186 Forest Edge, Buckhurst Hill, Essex. 
Lees, Charles Middleton; 1928, A.C.A.; (Lees, Arthur & 

Co), 57A Station Approach, Hayes, Bromley, Kent. 

Tarr, Frank Williams; 1947, A.C.A.; (*Butterworth, Jones 
& Co), 7 Castle Street, Bridgwater, Somerset, and at 
Burnham-on-Sea and Weston-super-Mare. 

‘Whittaker, Arthur; 1930, A.C.A.; (*S, T. Cowcher & Son), 
"у Whitfield Street, Gloucester. 

Wilson, James Sumerfield; 1923, А.С.А.; (*B. Sugden & 
Co), 1 Athol Street, Douglas, sle of Man. 


Admitted as Associates 
- (Un Practice) 
Roucher, Leslie William, 13x Pope’s Lane, Ealing, London, 


5. 
Burke, Alan Bruce Thompson, 
Knutsford, Cheshire. 
Kilvington, Harry Brian; (*H. H. Kilvington & Co), 17-19 
Scarborough Street, West Hartlepool. 
Sinclair, Michael; (Sinclair & Co), 24 Buchanan Buildings, 
24 Holborn, London, ЕСт. 
Sternberg, Arper B.COM., 5 Barcham House, Riversdale 
Road, London, N5. 


20 Princess Street, 


(Not in Practice) ` 

Adams, Herbert John, with *Moodie & Epstein, 203 Regent 
Street, London, Wi. 

Ainger, Peter Leonard, with Newman Ogle & Donald, 78 
Queen Victoria Street, London, EC4. . 

Allen, David, Haydon Lodge, Haydon Bridge, Hexham, 
Northumberland. 

Andrews, Eric James, 40 Beaumont Road, Purley, Surrey. 

Archer, Albert William, with *Carr, Dunn & Co, 91 & 93 
Bishopsgate, London, ECa. 

Armstrong, Harold, 103 West Avenue, South Shields, Co. 
Durham. 

Ashworth, Francis George, c/o L. H. Benten & Co, 'The 
Guild House, Water Lane, Bishop’s Stortford, Herts. 


Atkin, John Clement, with Hodgson, Harris & Co, Old. 


Market Place, Grimsby. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 





Austin, Desmond Harold Fryer, with Reads, Cocke & 
Watson, Leith House, 47 Gresham Street, London, 
ЕСа. 

Austin, John Marley, with Gowar, Ashby & Barnsdale, 
Staple House, 51-52 Chancery Lane, London, WCa. - 


Badman, Alfred Harry, c/o F. W. Сооре & Co, 23a Clifton 
Street, Blackpool. 
haw, John Kingsley, The Laurels, Leicester Road, 
roby, Leicestershire. 
Bakker, Frans Teunis, with Spicer & Pegler, 19 Fenchurch 
Street, London, EC3. 
Balls, John Harris, with ''urquand, Youngs & Со, 19 Cole- 
man Street, London, ECa. 
Balmer, David, with Moore & Smalley, 9 Chapel Street, 
Preston. 
Barlow, Kenneth Charles, with G. W. Elliott, Heston 
Airport, North Hyde Lane, Hounslow, Middlesex. 
Barnes, Joseph Harry ‘George, with Lever, Honeyman & 
Co, 9 Basinghall Street, London, ЕС2. 
Barton, Norman Jeremy Claud, with Harvey Preen & Co, 
Bel: Basinghall Street, London, ЕС2. 
John Edgar, with Merrett, Son & Street, Throg- 
morton House, 15 Copthall Avenue, London, ЕС2. 
Beckingham, Geoffrey, with Walton, Watts & Co, Chancery 
Chambers, 55 Brown Street, Manchester, 2 2. 
erii Arthur, 51 Theobalds Road, Cuffley, Hertford- 
s : 
Berrington, Richard Norman, with Freeman, Bream & Co, 
Bank Chambers, Town Hall Square, Leicester. 
Bird, Alan Morris, with Carline, Watson, Bird & Co, 57-59 
Saltergate, Chesterfield. 
Bird, Austin Ralph, with Toy, ee & Co, 10-13, 
Dominion Street, London, ЕС2. 
Bloom, Norman, with А: Marks (A. Marks & Co), Jamaica 
Buildings, St Michael's Alley, Cornhill, London, EC3. 
Boarder, Walter Herbert, The Vicarage, Riverside, 
Twickenham, Middlesex. 

Bolitho, Morwenna Mary, with Whitaker & Redfearn, 
Alverton Manor, Penzance. 

Bond, Henry Gordon, with Wilson, Turnbull & Со, 
Farleigh House, 33 Lawrence Lane, London, ЕС2. ` 

Boobbyer, Philip John, with Blackburns, Robson, Coates & 

Co, 59 New Cavendish Street, London, W1. 

Bowron, Henry Colin, B.A., with Frank Brown & Walford, 
Finkle Chambers, Finkle Street, Stockton-on-Tees. 

Bowtell, Raymond Charles, with *Hackett, Patrick & Co, 
Town Hall Chambers, Castle Street, Farnham, Surrey. 

Bramley, Dennis Scott, with *Robson, Laidler & Co, 20 
St Mary’s Place, Newcastle upon Tyne, 1. 

Branch, Stuart Thomas Peter, with Kemp, Chatteris & Co, 
St Swithin's House, 37 Walbrook, London, EC4. 

Bray, Anthony John, M.A., with Edwin Guthrie & Co, 
Imperial House, Dominion Street, London, ЕСа. 


Brazier, Desmond Leonard, with Midgley, Snelling & Co, 


Ibex House, Minories, London, EC3. 
Brennan, Richard Patrick, c/o Ravensfield Investment 
y Ltd, 52 Charles Street, Berkeley Square, London, 


Bree “Michael Jeffery, c/o A. J. Brett, Hansons Chambers, 
62, Church Street, Rugby. : 

Brewin, Sydney, with Сок & Davis, 18 High Street, 
Burton-on-Trent. 

Broadbent, Frank Alan, with *T'homson McLintock & Co, 
57 King Street, Manchester, 2. 

Broatch, James Malcolm, with Arthur Stubbs & Spofforth,: 
то Sheile Road, Worthing. 

Bromfield, Reginald Neil, with *Deloitte, Piender,.Griffiths 
& Co, 5 London Wall Buildings, Finsbury Circus, 

" London, EC2, ' | 


352 


Brook, Peter Harold, with Frank E. Ellis & Со, Evelyn 
House, 62 Oxford Street, London, Wi. 

Brooke, Donald, c/o B. J. С. Buckle, 10 Portsmouth Road, 
Woolston, Southampton, Hampshire. 

Brooke, John Leslie, в.сом., with Clarkson Webb & 
Dewar, Granville House, Arundel Street, London, WCa. 

Brown, Arthur, with Percy F. Ward &- Co, 26 Eslington 
Terrace, Newcastle upon Tyne, 2. 

Brown, Frank Shaw, with Derbyshire & Co, Bentinck 
Buildings, Wheeler Gate, Nottingham. 

Brown, Gerald Leslie, with Roberts, Hall & Co, 
Colmore Row, Birmingham, 

Bucknall, Brian Neil, with ecil. Tildesley, & Tonks, 
Metropolitan Chambers, Lichfield Street, ` Wolver- 
hampton. 

Bush, Edward Thomas, with.Carter, Chaloner & Kearns, 
Royal Mail House, 76 Cross Street, Manchester, 2 

Buzza, Ian Alistair Murray, with E. Freedman, 23 Park 
Row, Leeds, 1 


Camamile, Gerard Hugh, B.A., with ]. 5, Streets & Со, 9 
Beaumont Fee, Lincoln. 

Carrick, Edward Henry, with Baker, Sutton & Co, Eldon 
Street House, Eldon Street, London, EC2. 

Carrick, Geoffrey Michael, Acton House, Felton, Morpeth, 
Northumberland. 

Carter, Ernest Norman, with A. E. Bellis & Co, Digby 

. Chambers, Post Office Road, Bournemouth. 

Castleman, Roger James, with А. С. Palmer & Co, Court 
Chambers, Friar Lane, Leicester. . 

Carver, Bruce Kinnaird, with *Hays, Akers & Hays, 1 
Queen Victoria Street, London, EC4. 
Cawthorn, Spencer, with Thomas Bowden, Sons & 
Nephew, 42 Mosley Street, Newcastle upon Tyne, 1. 
Chadwick, Edgar Gray, with Fawley Judge & Easton, 1 
' Parliament Street, Hull. 

Chapman, Robert Charles, B.com., with С. H, Ivens & Co, 
12A North Street, Rugby. 

Charlton, Murra Anthony, with Foster & Stephens, 77 
Harborne Road, Edgbaston, Birmingham, 15. 

Chibbett, Geoffrey John, в.сом., with Harmood Banner, 
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Lewis & Mounsey, 24 North John Street, Liverpool, 2. 


Churchill, Richard Jetton, M.A., with *Bolton, Wawn & 
Co, 48 "West Sunniside, Sunderland. 

Civval, Norman Mayer, with *Wood & Co, 1 Old Burlington 

. Street, London, Wr. 

Clark, B David, with *O..Carter & Coley, Cheam 
House, "Exeter Road, The Square, Bournemouth. 

Clarke, Geoffrey Robert, with McPherson, Timmins & 
Ednie, 7 St Paul’s Square, Bedford. 

Clayton, James Percival, with John Baker, Sons & Bell, 
‘Cunard House, 88 Leadenhall Street, London, EC3. : 

Cleland, James Burns, 1 Humber Road, Beeston, Notts. 

Clifford- Jones,” 
‘minster, London, SW1. 


Clinton, Arthur Gilbert, b.a., with Turquand, Youngs & 


Co, 19 Coleman Street, London, ECz. 
Coben, Dennis Isadore, 5 Carlyle Close, Hampstead Garden 
Suburb, London, №; 
Collett, Christopher, with John Gorton, Walton & Со, 
al and General Building. 7 South Parade, Leeds, 1 


Collins, Desmond Francis, with Porritt, Rainey & Co; 


Ibex House, Minories, London, EC3. 
Coltman, Wilfrid Harrison, with J. M. Herring, 26 Silver 
. Street, Durham.- 
Cooke, Allan Kenneth, ‘Kingswood’, Colne Road, Reedley, 
urnley. 
Cowley, George Ridgews with А, E. Quaife & Son, 87 
Mount: Pleasant Road, Tunbridge Wells. 


Cutner, Maurice, with Sharpe, Fairbrother & Co, 49 


- Bedford Row, London, WC. : 


Darby, John Oliver Robertson, with *Kidsons, Taylor &- 


Co, Sardinia House, 52, Lincoln's Inn Fields, Kingsway, 
: London, WCa. 
Davison; » John Edward, 16- Dyott Road, Moseley, Birming- 
am, 13. 
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Davie, Robert Harding, with *Cooper Brothers & Co, 14 
George Street, Mansion House, London, E 

Davis, Leopold, with Passer, Miller & Co, Eldon Street 
House, Eldon Street, London, EC ECa. 

Davis, Norman Harold, with Bright, Grahame, Murray & 
Co, 61 Portland Place, London, Wi. 

Dawes, George William. 70 Cheval Place, London, SW7. 

Denyer, Brian Harold Vincent, with *Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, EC2. 

Dowsell, Lawrence Victor, with Edward Boyles & Co, 
Empire House, St Martin’s-le-Grand, London, ЕСт. 

Duckett, David, with Thomas Coombs & Son, Oxford 
Chambers, Victoria S uare, Leeds, 

Durgan, Raymond William, with Luckin & Sheldrake, 
Waterloo Chambers, Chelmsford. 

Dutton, Anthony Charles, with Dutton & Co, 6 Spencer 
Parade, Northampton. : 


Eagle, Reginald James Humphry, with Shipley, Blackburn; 
utton & Co, Broadmead House, 21 Panton Street, 

Haymarket, London, SWi:. 

Eastoe, Basil Eric, with Ralph Pinto & Со, 228-231 
Gresham House, Old Broad Street, London, ECa. 

Eeles, Edward, 102 Cottesmore Road, Hessle, Yorkshire. 

Egan, Terence, with Geo. Little, Sebire & Co, Adelaide 
House, King William Street, London, EC4. 

Elford, Frederick Wallace, with Samuel Lane & Со, 21 
East Street, Bromley, Kent. 

Evans, Howell Wynne Hope, Flat 3,3 Gambier Terrace, 
Liverpool, 1. 

Evans, Ronald Graham, 53 Wesley Avenue, Lyde Green, 
Cradley, Staffordshire. 


Fairhurst, Gerald Arthur, with Edward Moore & Sons, 
Thames House, Queen Street Place, London, EC4. 

Fallon, Derek Joseph, with Stead, Taylor & Stead, 10 The 
Temple, Dale Street, Liverpool, 2. 

Farr, Gordon Ingram, with Price Waterhouse & Co, 31 
Mosley Street, Newcastle upon T У 

Ferris, Ian Samuel Spencer, M.A., The 1 Birches, Burwood 
Park, Walton-on- Thames, Surrey. 

Fields, Janet, with Waterworth, Rudd & Hare, Central 
Buildings, Richmond Terrace, Blackburn. ^: 

Fisher, George Ernest, with Wykes & Co, 24 Friar Lane, 
Leicester. 

Fisher, Martin Henry McIntosh, with John Baker, Sons 
& Bell, Cunard House, 88 Leadenhall Street, London, 


EC3. 

Fitzgerald, David Anthony, 3 58 Ditchling Road, Brighton, 

ussex. 

Fletcher, Malcolm Lewis, with Baker, Jones & Co, · 
Waterloo Road, Wolverhampton. 

Forbes, Peter Christopher, with Turquand, Youngs & Co, 
19 Coleman Street, London, ЕС2. . 

Ford, Richard Michael, with Lupton & Smedley, 66 
Albion Street, Leeds, 1. 

Foster, Peter, with H. 5. Thompson (Scott Thompson & 
Co), St Stephen’s Chambers, Telegraph Street, Moor- 
gate, London, EC2. 

Freedman, Benjamin Israel, B.A., with T. B. Carter (T. B. 
Carter & Со), Williams Deacon’s Bank Chambers, 2 
Princess Road, Manchester, 14. - 

Frewin, Reginald George, with M. 5. ЕП (M. Spencer EU 
& Co), 81 Bell Street, Henley-on-Thames. 

Frodin, Leslie, with Oliver, Mackrill & Co, Austin House, 
Chapel Street, .Paragon Street, Hull. 

Fryer, Donald William, with F. Arthur Pitt & Co, 14 John 
Dalton Street, Manchester, 2. 

Furse, Peter Machin, M.A, 'lhorncroft, Kirk Lane, 
Ruddington, Nottingham. 7 


Galletly, Donald Stuart Nisbet, with G. H. C. Stanley & 
a Lombard House, Great Charles Street, Hirmingham, 


Оон, Trevor Ellison, в.сом., with Graham, Proom 
& Smith, 2 Saville Place, Newcastle upon Tyne, 1. 
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Garraway, Brian Pattison, 25 Ashmead Drive, Rednal, near 
Birmingham, ; 

Gate, Gordon William, with R. H. Bell (R. Hartley Bell & 
Co), 75 Station Road, Clacton-on-Sea, Essex. . 

Сее, Thomas Brian, with Smith, Holloway & Clark, 350 
Glossop Road, Sheffield, то. 

Gelley, Jack, B.com., with Price Waterhouse & Co, 31 
Mosley Street, Newcastle upon Tyne, І. - 

Gibbard, William Lawrence, 162 West Street, Dunstable, 
Bedfordshire. 

Gibson, James Henry, with Bensusan-Butt, Eves & Co, 8 

. West Stockwell Street, Colchester. 

Glauser, John Maurice, c/o J. M. Glauser & Sons Ltd, 
Bridge Buildings, Bensham Manor Road, Thornton 
Heath, Surrey. . 

Golder, Richard, with *Riddell, Stalker & Co, 8 Burrow 
Street, South Shields. . 

Goodwin, Roy Harold, with Charles Comins & Co, so 
Cannon Street, London, EC4. 

Gorman, Michael John, with Whitfield & Co, Martins 
Bank Chambers, Park Row, Leeds, І. 


Greham, David Alec, with Nightingale, Gibb & Co, 27, 


John Adam Street, Adelphi, London, WC2. 

Graham, James Lionel Malin, with *T'homson McLintock 
& Co, Prudential Buildings, 5 St Philip's Place, 
Birmingham, 3. á 

Gray, John Alan, c/o Mayhew & Lawley, 5 Kirby Street, 
Hatton Garden, London, ЕСт. 

Green, Leslie, with Hemsley Miller & Co, 5 Cheapside, 
London, EC2. 

Greig, Basil John Bernard, with Wilson, Bigg & Со, 80a 
Coleman Street, London, ЕС2. 

Gruber, Harold, with G. Classick (Gerald Classick & Co), 
3 Norfolk Street, Manchester, 2. 

Gumery, Raymond Sydney, with Bowker, Stevens & Co, 
Queen’s College Chambers, Paradise Street, Birmingham, 
I. 


Hall, Alan, with Alfred Harris & Trotter, 120 Wigmore 
Street, London, W.1. 

Hall, William Lindop, with Rawlings & Wilkinson, 55 
John Street, Sunderland. . 

Hampson, Peter, в.А.(сом.), with Moore & Smalley, 9 
Chapel Street, Preston. 

Hanks, Brian, в.сом., with Т. B. Read, 71 Howard Street, 
North Shields. 

Hardcastle, Frederick Ernest William, with Cash, Stone & 
Co, 48 Copthall Avenue, London, ЕС2. 

Herdy; David Geoffrey Umfreville, with Price Waterhouse 
& Co, 31 Mosley Street, Newcastle upon Tyne, 1. - 
Hayes, David Malcolm, with Arthur Clark, Bates & Co, 

8 Gower Street, Derby. 

Hayes, Harold Edward, p.r.c., with Gough & Wright, 
Westminster Bank Chambers, 267-268 Castle Street, 
Dun = 

Hayward, Lindsay Dawson, with Lonsdale & Marsh, 26 
Exchange Street East, Liverpool, 2. 

Heah, Hock Meng, n.A.(CoM.), with Maw, Ellis, Warne & 
Co, Maypole House, Finsbury Square, London, ECz. ' 
Henderson, James Robertshaw, M.A., with *Armitage & 
Norton, Martins Bank Chambers, ‘Tyrrel Street, 
Bradford. : 3 Е 

Hepburn, Brian, with Gerard van de Linde & Son, 4 

enchurch Avenue, London, EC3. 

Hill, Derek, with Mark Haslam, Smith & Co, 17 Wood. 

' Street, Bolton, 

Hinchliffe, Ralph Eric, with Smith & Garton, 23 John 
William Street, Huddersfield. 

Hindley, Arnold Thexton, with N. Hindley, 22 Cross 
Street, Preston, 

Hills, William James, with *Clay & Lloyd, 83-85, St Mary's 
Road, Hoe Street, Walthamstow, London, E17. 

Hockley, Francis George, with Mathieson, King & Co, 103 

; Cannon Street, London, EC4. | 

Hodgson, Alan Ernest, 31 Kitchener Street, King's Lyrin, 

; Norfolk. ` : У es 
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Hodgson, Thomas Eric, with J. B, Boyd, Wrigley & Co, 55 
Brown Street, Manchester, 2. ' x 

Hollis, Anthony John, with Hope, Agar & Co, Pinners’ 
. Hall, Austin Friars, London, ЕСа. 

Holroyd, Geoffrey, with Wheawill & Sudworth, 35 West- 
gate, Huddersfield: | 

Hooper, Anthony John, with Charlton & Co, Winchester 

. House, Victoria Square, Birmingham, 2. 

Hope, Kenneth, with H. Overton, Salt & Co, 85 Edmund 
Street, Birmingham, 3. · 

House, Thomas Challis, with Cooper Brothers & Co, 14 
George Street, Mansion House, London, EC4. 

Hudson, Geoffrey Miles, with Victor Walton & Co, 26-27 
: Bond Street, Leeds, 1. 

Huff, Geoffrey Felix, 18 Marnham Crescent, Greenford, 
Middlesex. d 

Huffer, Arthur William, в.сом., with J. C. Kirk & Son, 
Norwich Union Building, City Square, Leeds, r. 

Hughes, Geoffrey Brian Clifford, B.A., with C. J. Hughes & 
Co, 27-28 Finsbury Square, London, ECa. 

Hughes, Kenneth Ernest, with *Joseph Carr, McCracken 
& Co, 26 Mosley Street, Newcastle upon Tyne, 1. 


Dling, Geoffrey Hugh, with Bagshaw & Со, 3 St Helen's 
Place, London, ЕСз. | 


Jackson, Alan George, 3 Norfolk Mansions, Lithos Road, 
Hampstead, louder NW3. 

Jackson, Colin Taylor, with Gillespie Brothers & Co, 
Union Assurance Buildings, до Westgate Road, New- 
castle upon Tyne, 1. 

Jackson, Ian McKenzie, with *Cooper Brothers & Co, 
Century House, St Peter’s Square, Manchester, 2. 

Jacobs, Joseph, B.sc., with *Jayson, Arnold & Co, 34 South 
Molton Street, London, Wr. 

Jarrett, Michael Richard, with Hesketh, Hardy, Hirshfield 
& e Norwich House, 13 Southampton Place, London, 
WC. 2 

Jenner, Colin Henry Frederick, with Е. J. Thompson, 
Goldsmith Street, Exeter. А 

Jerred, Brian Allen, with Amherst & Shapland, 10 
Holloway Street, Minehead. 

Johnson, Denis Alfred, with *J. & A. W. Sully & Co, 16 King 
Square, Bridgwater. 

Johnson, Donal Keith, with Bryden, Johnson & Со, 13 

_ Southampton Place, High Holborn, London, WCr. 

Johnson, Hugh Milner, with *Russell, Durie Kerr, Watson ` 
а Со, Lombard House, Great Charles Street, Birming- 

am,3. ^ > z 

Johnson, Royston Arthur, with *Peat, Marwick, Mitchell 
& Co, 7 Low Pavemerit, Nottingham. 

Jones, Alfred Ewart Redwood, with *A. Jones & Co, 25. 
Station Road, Willesden Junction, London, NW1o. 

Jones, Ryal Barry, with A. J. Kirman & Co, 9 New Street, 
Grimsby. | 

Judge, Joseph Cecil, with J. H. Сћатрпеза, Corderoy, 
Beesly & Co, то St Swithin’s Lane, London, EC4. 

Julius, Cyril, with Wallace Cash & Co, 11 Stanhope Gate, 
Park Lane, London, Wr. 


Kacher, Stanley, with Blair, Sanders & Co, 49 Bedford 
Row, London, МС. 

Keane, Bernard, with S. Brief & Co, Gwydir Chambers, 
.104 High Holborn, London, ҰС. - 

Kennard, William Robin, with Brannan, White & Charlton, 
Бо Inn, 23 Lawrence Lane, Cheapside, London, 

a. pd у 

King, Leonard Charles Victor, c/o Francis F. King &. 
Son, Queens House, Leicester Square, London, WCa. 

Knight, Roy Basil, with Farrow, Bersey, Gain, Vincent & 
` Co, 53 New Broad Street, London, EC2. 


Lancet, Dennis, with Foster, Weyman & Со, Botolph 
Chambers, 119 Bishopsgate, London, ЕС2. . 

Lane, Peter William, with: *Armitage, Trevor Jones & Co, 
63 London Road, Enfield. Е ў 

Lansberry, Раш, with *Hilton, Sharp & Clarke, Weat- 
minster Bank Chambers, Carfax, Horsham, Sussex, 
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Latham, Harry, c/o Е. Wheatcroft, Bridgewater Chambers, 
6 Brown Street, Manchester, 2. 

Lawrence, John " Charles, clo Watson, Waddington ` & 
Sharp, Georgian House, Princes Street, Doncaster. . 
Leigh, Emmanuel Harold, with Hamilton Shor.& Со, 4 

. Broad Street Place, London, ЕСа. 

Levy, Gerald Alexander, with M. C. George (M. с. George 
Roh Bristol House, 19-20 Holborn Viaduct, London, 
ЕС: 

Lee, Heinz Steven, with Frazer, Whiting & Co, 126 
‘Bishopsgate, London, ЕС2. 

Lewis, John Foster, with Camm, Metcalfe, Best & Co, 
Benefit Buildings, Moorhead, Sheffield, 1. | 

Linden, Frank Sidney, with Broads; Paterson & Co, 

thall Close, Moorgate, London, ECa. 

Lise Ronald William, with Bowman, Wilson -& Со, 
- Botolph Chambers, 1 19 Bishopsgate, London, ECa. 

Lund, Thomas, with H. B. Britclife & Co, 15 Avenue 
Parade, Accrington, Lancashire. 

Lunt, John Albert, with Shuttleworth & Haworth, Lloyds 
Bank Buildin 53 King Street, Manchester, 2. 

Lunzer, Michael J ulius, 34 ‘Armitage Road, London, NW11. 


McDonald, Ian Donald, with P. G. Lambirth (P. G. 
Lambirth & Co), 4 Market Place, Kingston upon Thames, 

Macdonald, Keith Moray, with Harmood Benner, Lewis & 
Mounsey, 24 North John Street, Liverpool, 2. 

McDonald, Patrick John, with *Cassleton Elliott & Co, 
4 & 6 Throgmorton Avenue, London, EC2. 

Mack, Sheila, with O. A. J. Ling, (Oswald Ling & Son), 
Provident House, 51 Wardwick, Derby. 

Mackenzie, . Kenneth Roy, with Wilson, de Zouche & 
Mackenzie, 20 Castle Street, Liverpool, 2. 

McKinlay, Ronald James, with Bowman, Grimshaw & Co, 
26 Bir ev Street, Blackpool. 

Maddox, William Robert Worthington, with J. B. Hughes 
& Lloyd, 3 Fenwick Street, Liverpool, 2. 

Malcolm, John Leslie, with Raybould, Hinks & Co, 31 
Cape Hill, Smethwick, 40, Staffordshire. 

Mankelow, William Charles, with Critchley, Ward & 
Pigott, Do«wel! House, 1-5 Broad Street, Oxford. 

Mann, Arthur Laurence, with Thurman, Becker & Co, 
Barclays Bank Chambers, 353 Lord Street, Southport. 

Margetta, Bryan William, with *Hogg, Bullimore & Co, 
91 Park Street, Park Lane, London, . 

‘Marsden, Neil, with Bedell & Blair, Faraday House, 17 
Todd Street, Manchester, 3. 

Marsden, Vernon George, with Ashworth, Mosley & Co, 
Midland Bank Buildings, Spring Gardens, Manchester, 2. 

Mascarenhas, Walter Louis, c/o Markaman, Barker & Co, 
Bush Lane House, Cannon Street, London, EC4. 

Maslo, Abraham, B.COM., 21 Rampart Street, London, Ет. 

Mather, John, with E. Mitchell (Edward Mitchell & Son), 
71 Saltergate, Chesterfield. 

Matthews, Donald Reginald, with Robert H. Marsh & Co, 
73 Ethelburga House, 91-93 Bishopsgate, London, ЕС2. 

Maughfling, Bruce Rosewarne, with *James Christie & Со, 
Mansion House, Princes Street, Truro. 

Meatyard, Robert Nicholas, with *JTenks, Percival, Pidgeon 
& Co, 14 Finsbury Circus, London, ЕСа. 

Meehan, Peter Lawrence Sidney, with Beavis, Walker & 
Co, 53 New Broad Street, London, ЕСа. 

Mellor, John Frederick, with Bryce Hanmer & Co, 1-3 
Stanley Street, Liverpool, 1. 

Melvin, Hugh Wingfield, with Smith & Earle, 49 Queen 
Victoria Street. London, EC4. 

Merton, Colin Ralph, B.A., with Edward Moore & Sons, 
Thames House, Queen Street Place, London, EC4. 

Middleton, Trevor Carrick, with Middleton & Middleton, 
5 Saville Place, Newcastle upon Tyne, 1. 

Mills-Roberts, William Lawrence, with Dawson, Graves & 
Со, і Т ithebarn Street, Liverpool, 2. 

Mitford, Peter Vernon, "with J. C. Gregory & Co, 37 
Blackwellgate, Darlington. 

Mold, John Kenneth, with *Asbury, Riddell & Co, 7 
The Square, Shrewsbury. 
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‘Morley, Н 
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King Street, Cheapside, London, EC2. 
Moore, Richard John, 197. Derby Road, Ilkeston, Derby- 


Morgan; Peter, with Howard Smith, Thompson & Co, 
Bank Chambers, 11 Waterloo Street, Birmingham, 2. 

h Sinclair, with *Kidsons, Taylor & Со, 
Sardinia House, 52 Lincoln's Inn Fields, London, WC2. 

Morris, Gilbert Stanley, with Clark, Battams & Co, 3a 
Victotia Street, Westminster, London, SWi:. 

Morris, John Hulse, 34 Cumberland Avenue, Grimsby. 

Morrison, Albert William, with Hartleys, Wilkins & Flew, 
1 Central Buildings, Westminster, London, SW1. 

Motum, Joy Lilian Margaret, c/o A. Wood Frankson &: Co, 
Central Hall Buildings, South Road, Southall. 

Mould, Brian Piercy, with Holmes & Turner, Wallgate 
Chambers, Wallgate, Wigan. 

Mowforth, George McKee, with Hodgson, Harris & Co, 
Bank Chambers, Parliament Street, Hull. 

Munt, Philip George, with Bettson, Fielder & Co, 1~2, 
Great Winchester Street, London, ЕС2. 

Murray, Norman Wood, with Lord, Foster & Co, Rex 

' House, 38 King William Street, London, EC4. ' 

Myers, Anthony Michael, with Binder, Hamlyn & Co, 121 
Queen Victoria Street, London, EC4. 


Naylor, Donald, with Kenneth W. Howarth & Co, Royal 
Insurance Buildings, Silver Street, Halifax. 

Needleman, Reginald Arthur, c/o Nyman -Libson, 53 
Queen Anne Street, London, Wr. 

Neely, Hugh Bertram, M.A., with “Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, ECa. 

Newman, Donald Stanley, with Gray, Stainforth, Birkett & 
Co, 18-20 High Street, Watford. 

Newman, Peter Howard, with S. E. Newman & Co, 408 
Strand, London, WC2. 

Nicholls, Brian Howard, with Wall & Tanfield, 
Colmore Row, Birmi ngham, 3 3. 

Nolan, Cyril Albert, with *Laverick, Walton & Co, Midland 
Bank Chambers, Sunderland, Co. Durham. 

North, Donald Henry, with Maurice Sheppard & Co, 3 
High Street, Maidenhead. 


Obolensky, Michael, with Smallfield, Fitzhugh, Tillett & 
Co, 24 Portland Place, London, МІ. 

о’ Reilly, Michael Edwin, with *Jones, Avens, Worley & 
Piper, East Pallant, Chichester. 

Owens, Thomas Meilir, with Guild, Appleton & Co, 81 
Dale Street, Liverpool, 2. 


ett, Richard Ernest, with Folkes & Campbell, r5 & 17 
hurch Street, Stourbridge. 
Palmer, Anthony Noel, with *Mears, Judd & Co, 55 John 
Street, Theobalds Кога, London, У Ст. 
Palmer, "Ernest Barry, B.COM., with Blackburns, Robson, 
Coates & Co, 59 New Cavendish Street, London, Wr. 
Park, James Sy ey, B.A., LL.B., with *Mann, Judd & Co, 
8 Frederick’s Place, Old Jewry, London, EC2. 

Parker, David Thomas, with *Peat, Marwick, Mitchell & 
Co, ЗВА Coney Street, York. 

Peach, Stanley George, with Chamberlain & Merchant, 
Park Houre, Friar Lane, Nottingham. 

Pearlman, Gerald Alan, with R. A. Barter, Standbrook 
House, 2-5 Old Bond Street, London, Wr. 

Pepper, Geoffrey Francis, with Stanley Blythen & Co, 1a 
Low Pavement, Nottingham. 

Pescott-Day, Anthony Alfred, with Ware, Ward & Co, 21 
: Cathedral Yard, Exeter. 

Petherick, Ian Stuart, c/o Allnutt, Bradfield & Co, 3~4 
Clement’s Inn, London, WCa. 

Pettman, Douglas John, with.J. Unwin, 61 Carey Street, 
Lincoln’s Inn, London, WC2. 

Phillips, John Bennett, with Bolton, Bullivant & Co, 6 
Friar Lane, Leicester. 

Philpot, Michael Arthur, with Ballam, Denton & Co, 5 
Museum Street, Ipswich. ' 
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Phipps, John Arthur, with Freeman, Bream & Co, Bank 
Chambers, Town Hall Square, Leicester. 

Pickering, Robert John, with Leach, J ohnson, Travis & Co, 
32 Kennedy Street, Manchester 2. 

УВА Donald James, 19 Russell Road, Hornsey, London, 


Pratt, Herbert, with E. С. Price, Son & Reid, 6 Iddesleigh 
House, Caxton Street, Westminster, London, SWir. 
Price, John Vernon, with A. C. Mole & Sons, Stafford 
' House, Billetfield, Taunton. 
Prince, Michael Eliot, B.A., with Leslie B. Prince, Simon & 
· _ Co, Palmerston House, Bishopsgate, London, ECa. 
Prosser ' Geoffrey, в.вс.(всом.), with *Martin & Acock, 69 
London Street, Norwich. 


Quinton, Harold Arthur, 96 Pelham Road, Gravesend, 
ent 


Raeside, Robert John, B.com., with *J. W. Armstrong & 
Sons, Northern Assurance Buildings, 2 Collingwood 
Street, Newcastle upon Tyne, 1. 

Randall, Robert Donald, with C. S. Thomas, Stredder & 
Co, 5 St Philip's Place, Birmingham, 3. 

Ratcliffe, Neill Edward, with зуд Plender, Griffiths 
& Co, 5 London Wall Buildings, Finsbury Circus, 
London, EC2. 

Redman, James Albert, with А. С. Sayers, Seaton & 
Butterworth, 62 Brook Street, London, W.1 

Redwood, Alfred Alexander Fleming, with Ricketts, 
Cooper & Co, 21 Bridge Street, Bristol, 1. 

Reed, Alan, with *Forrestal & Co, 1 Newgate Street, 
Newcastle upon Tyne; 1. 

Reeves, Donald Charles, with Aston, Wilde & Co, 4s 
Newhall Street, Birmingham, 3 

Rendell, Robert, with Charles Bu Lord & Co, 19-21 
Moorgate, London, EC2. 

Reville, Edward, with Hackett & id Prudential 
Buildings, St Philip’ 8 Place, Birmingham 

Reynard, Ernest Ian, with T. M. Тері & Миге, 
Martins Bank- Chambers, Nelson. 

Rhodes, Emanuel Robert, with Rhodes & Rhodes, 295 
Regent Street, London, Wi. 

нр Denis George, то Church Avenue, Beckenham, 

ent 

Roberts, Alan Malcolm, with Jacob, Cavenagh & Skeet, 37 
: Norfolk Street, Strand, London, WC2. 

Roberts, Francis George, with Ridley, Heslop & Sainer, 10 
New Court, Lincoln’s Inn, London, WC2. 

Roberts, Richard Gilbert, with Hogg, Bullimore & Co, 20 
Copthall Avenue, London, ЕСа. 

Robinson, Peter, with Joseph Thompson, Marsden & Co, 
· Martins Bank Chambers, 1 The Rock, Bury. 

Robson, Harold Frank, with Jackson, Pixley & Co, Kent 
House, Telegraph Street, London, ЕСа. 

Robson, Robert Elliott with Thomas Bowden, Sons & 
Nephew, 42 Mosley Street, Newcastle upon Tyne, 1. 
Rodd, Peter Charles Willis, South Hall, Castle Hill, 

Guildford, Surr 

Rodgers, Derrick "Thomas: with Rooke, Holt & Co, 83 

: Ebury Street, Eaton Square, London, SW1. 


Rogers, Bernard William Gordon, with Geo. Little, Sebire & | 


о, Adelaide House, King William Street, London, EC4. 
Rogerson, Sydney, with Campbell, Toulmin & Co, Dalton 
Chambers, 41 John Dalton Street, Manchester, 2. у 
Rose, Geoffrey Edward, 144 Christchurch Road, Norwich. 
Rose, John Reginald, with C. H. Tyson, 1 Castle Square, 
Nofth Street, Brighton, 1. 
Rowe Не Herbert, c/o R. W. Brown & Co, 28 Market Street, 
Russell, € Stanley Ronald, with H. C. Rudolf * Co, Balfour 
House, Finsbury Pavement, London, EC2. 


Salisbury, Geoffrey Norman, with Thornton & Thornton, 
"Union Chambers, 63 Temple Row, Birmingham, a. 
Sawtell, George Edward, with *Kenneth Morris & Co, 8 
Church aene Bromsgrove, Worcestershire. 
Sayer, Jo Maea AS Carter & Co, Lancaster Paus 
ew! irmingham, 3." 
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Scott, Frank William, with Rushton Osborne & Co, 11-12 
Finsbury Square, London, ЕСа. . 
Scott, Malcolm Kenneth Merrett, Red Garth, Berkhamsted, 
Hertfordshire. 
Seagrave, Marian Susan, with John Baker, Sons & Bell, 
Cunard House, 88 Leadenhall Street, London, EC3. 
Severn, Claud Dalrymple Guy, with *Whinney, Smith & 
Whinney, 4B Frederick’s Place, Old Jewry, London, ЕСа. 
Sewell, John Roger, with *Russell, Durie Kerr, Watson & 
Co, Lombard House, Gt. Charles Street, Birmingham, 3. 
Shacklock, Kenneth Harvey, with Luckin & Sheldrake, 
Waterloo Chambers, Chelmsford. . 
Sharp, Ernest Henry, with T. E. Dillon (Dillon & Co), 1 
Ridgefield, Manchester, 2, 
Sharp, Thomas Frederick, with Edward Lawton & Son, 14 
Brown Street, Manchester, 2. ' 
Shaw, Cyril Raymond, with W. H. Clifford (W. H. Clifford 
Co), Beechdale, Easthorpe, Southwell, Nottingham- 


ane 
Shepherd, Phyllis Mabel Mary, with W..Oppenheimer, 1 
Verulam Buildings, Gray’s Inn, London, WC1. 


Shipton, Derek, with James Watson & Son, Lloyds Bank 


Chambers, Lowther Street, Carlisle. 
Shores, Roland Frederick, with Buckley, Hall, Devin & Co, 
National Provincial Chambers, Silver Street, Hull. 


` Silcocks, Alan William, with Jennings, Taylor & Living, 7 


Fitzroy Square, London, Wr. 

Simpson, David Broadbent, with H. V. Wood & Co, Bank 
Chambers, Market Street, Huddersfield. 

Simpson, Ronald Peter, 22 Empress Avenue, Ilford, Essex. 

Singer, Harry Bruce, with С. К. Singer, Wyndham 
Chambers, 31 Wyndham Street, Bridgend, Glam. 

Skea, Philip George, with *Moss & Williamson, Booth 

` Street Chambers, Booth Street, Ashton-under-Lyne. 

Skelton, Joseph Osmotherley, в.сом., with J. Jackson 
Saint & Со, 22 Lowther Street, Carlisle. 

Slee, Harry, with David Smith, Garnett & Co, 61 Brown 
Street, Manchester, 2. 

Smart, Donald Alfred, with *Midgley, Snelling & Co, Ibex 
House, Minories, London, EC3. 

Smith, Charles Alasdair, with Alfred P. Turner, Midland 
Bank Chambers, Market Place, Loughborough. : 
Smith, Cyril William, with Larking, Larking & Whiting, 

12-13 The Crescent, Wisbech. 

Smith, Geoffrey, with Chaloner, Roberts & Co, 12 St 
Peter's Square, Stockport. 

Smith, Joseph, with Crofts & Naylor, 37 Cross Street, . 
Manchester, 2 2. 

Smith, Noel John Booth, with Murphy, Bailey & Co, 
Haworth’s Buildings, 5 Cross Street, Manchester, 2. 

Smith, Peter, сјо Wm. A. J. Ling & Co, Station Buildings, 
East Finchley, London, Ма. 

Snodgrass, Gerald Alexander, with M, W. Pike & Co, 
Trinity Square, Axminster. 

Solomons, Anthony Nathan, with Kennedy, Fox, Oldfield 
& Co, 238-243 Temple Chambers, emple Avenue, 
London, ЕС4. 

бре: Sidney Edward, with Bourner, Bullock, Andrew & 
Co, Bush Lane House, Cannon Street, London, ЕС4. 

Spencer, Clement Rodney, with Carter & Co, Lancaster 
House, Newhall Street, Birmingham, 3 

Springett, Derek Roy, with D. L. Forbes (Forbes & Co), 
310 Romford Ro Forest Gate, London, E7. 

Spurway, Paul. Francis, M.A., with C. J, Vane & King, 36 
Calthorpe Road, Edgbaston, Birmingham, 15. 

Squires, Jack Edmund, with Slater, Dominy & Swann, 
Sussex House, Hobson Street, Cambridge. 

Stark, Donald Walter Kirkpatrick, with P. G. Lambirth & 
Co, Bank Chambers, 4 Market Place, Kingston upon 
Thames. 

Stark, Roger Law, with-Clough, Tomblin & Co, 16 Brook 
Street, likley. · 

Staveley, Norman Stuart, with Fawley Judge & Easton, . 1 
Parliament Street, Hull. 

Stead, John Gelder, with *G. W. Townend & Co, Carlisle 
Chambers, Goole. - 
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Stephens, Peter Bernard, B.A., 8 Kepstorn ‘Road, West 
Park, Leeds, 6 

Stern, Percy, with: *Bartfield & Co, 25 Albion Place, 
Leeda, 1 


беа Robert Louis, with *E. Broadbent, Fish & Со, 
1-4 Clarence Arcade Chambers, Stamford Street, 
Ashton-under-Lyne. 

Steward, Jack Kenneth, with Tessier, Son & Randall, 19 
Lansdowne Court, Purley, Surrey. 

Stewart, Gordon, with Chipchase, Wood & Co, 125 Albert 
Road, Middlesbrough. 

Stone, Kenneth Benj amin, with *Chalmers, Wade & Co, 

' 21 Bennett’s Hill, Birmingham, 2. 

Stone, Philip Norrish, ‘Grafton House’, Beech Road, 
Weston-super-Mare. 

Strachan, Roger Maxwell, with Hodgson, Harris & Co, 

' Bank Chambers, Parliament Street, Hull. 

Stringfield, Stephen Anthony, B.A., with F. Arthur Pitt & 
Co, 14 John Dalton Street, Manchester, 2. 

Sugarman, Ivan Phineas, with *Alexander B. Neil & Co, 49 
London Wall, London, ЕСа. 

Sutton, Brian Francis, with H. C. Richardson & Son, 3 
Broad Street Buildings, Liverpool Street, London, ЕС2. 

Sutton, Peter, with Cash, Stone & Co, 48 Copthall Avenue, 
London, ECa. 

Swetenham, Stephen Oliver, with Harmood Banner, Lewis 
& Mounsey, 24 North John Street, Liverpool, 2. 


TUE Michael Henry, with Ham, Jackson & Brown, 26 
y Street, Bath. 
Tayler Frederick Greham, Barnfold, Penshuret, Kent. 
Taylor, Leslie, with Clark, Battams & Co, 32 Victoria 
treet, Westminster, London, SWi. 

Taylor, Vernon Maurice, 20 Manor Road, Darlington. 

Thompson, George, with *R. M. Blaikie & Co, 27 High 
Street, ћ Wycombe. 
oseph Henry, with Whitehead & Aldrich, 2 

ре Street, Preston. 

Thurtle, William Donald, with Toy, Campbell & Co, 10-13 
Dominion Street, London, EC2. 

'Timmis, Derek Vaughan, with *Peat, Marwick, Mitchell & 
Co, a Park Place, Leeds, 1. 

Todd, Donald 2 with Kemp, Chatteris & Co, St 
Swithin's House, Walbrook, London, EC4. 

Todd, Kenneth $ ales, with Bailey, Page & Co, А4 
Queen Insurance Buildings, то Dale Street, Liverpool, 2. 

.Tomkins, William Patrick, with de Paula, Turner, Lake & 
Со, 17 Coleman Street, London, ЕС2. 

Тоуеу, John Roger, with "West & Drake, 16 Market Place, 
R 


Travera, Laurence John, with Ball, Baker & Co, Spencer 
House, South Place, London, ECa. 

Trent, Bernard, with Febeson & Arbeid, Westminster 
Bank Chambers, 63-65 Piccadilly, London, Ут. 

Trigwell, Douglas "Alfred, 10 Croyde Close, Sidcup, Kent. 


Upjohn, Dennis Lionel Bruce, 15 Churchdale Court, 
Harvard Road, Chiswick, London, W4. 


Vereker, Jobn Stanley Herbert Medlicott, B.A., with 
Midgley, Snelling & Co, Ibex House, Minories, London, 
EC3. 

Verity, George David, B.COM., with Bailey, Verity & 
Rayner, Devonshire House, 3a North Parade, Bradford. 

oe John Charles, в.А(сом.), 70 West Coker Road, 
Yeovil. 


Waghorn, Alfred Leon, with Ashworth, Mosley & Co, 
Midland Bank Buildings, Spring Gardens, Manchester, 2. 

Walker, Edward Stevens, B.coM., with Keller Snow & Co, 
54. Quarry Street, Guildford. 

Waller, Frank Arthur, with W. Rowland Waller & Co, 
Clarence Chambers, 32 Clarence Street, Southend-on- 
Sea. 

Wakeling, Vivian William, with J. R. Kilpatrick, 22 
Churchill Way, Cardiff. 

Walshaw, Keith Ashley, with *Heslop & Son, 39 Priestgate, 
Darlington. 
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Ward, Geoffrey Lawrence, with Weeks, Hillyard & Co, 
Weavers’ Hall, 22 Basinghall Street, London, EC2. 

Ward, Raymond, with Knox, Burbidge, Henderson & Co, 
Hoole's Chambers, 45 Bank Street, Sheffield, 1. 

Ware, John Robin, with H. C. Richardson & Son, 3 Broad 
Street Buildings, Live 1 Street, London, ECa. . 

' Warrington, Peter Ed: with S. T. Milner, 12 Victorie 
Avenue, Harrogate. 

Washbrook, Charles e 47 Haslucks Croft, Shirley, 

irmin 

Watkins, Raymond Michael Edmund, with Ford, Bull, 
Ellis & Reid, Southampton House, 317 High Holborn; 
London, Wêr. 

Watts, Augustine Francis Patmore, with Chas. Clemetson & 
Co, 34 Pencester Road, Dover. 

Webb, Geoffrey Alan, with *Frank Impey & Co, Lombard 
House, 144 Great Charles Street, Birmingham, 3. 

Watts-Morgan, John Richard, with Hudson Smith, Briggs 
& Co, Exchange Chambers, Corn Street, Bristol, 1. 

West, Basil John, M.A., with *Deloitte, Plender, Griffiths & 
Co; 5 London Wall Buildings, Finsbury Circus, London, 


2. 

Westlake, Donald Treliving, B.com., with G. E. Holt & 
Son, Victoria House, Southampton Row, London, WC1. 

White, Shaun, with Brown & Piper, 56 John Street, 
Sunderland. 

Whiteley, Raymond Herry, with Harvey Preen & Co, 20-21 
Orchard Street, Bristol, 1. 

Whitten, Colin Albert Frederick, with Barker, Smiles & Co, 
6 Grafton Street, London, Wr. 

Wilcock, Noel, with *Mayor & Co, 24 Cheapside, 
Morecambe and Heysham. 


Wilkenfeld, Manfred, with Cecil Halpern & Co, 18 
Charing ‘Cross Road, London, WC2. 
Wilkinson, Donald, c/o Т. Wilkinson, Hepworth’s 


Chambers, 2A Penny Street, Lancaster, 

Williams, Derek Stuart, with Barker, Smiles & Co, 6 
Grafton Street, London, Wi. 

Wilson, John Gilbert, with Henry Malpas & Son, 5 Hill 
Street, Park Street. Bristol, 1. 

Wilson, Tom, with *Wilkinson & Freeman, Starkie House, 
Starkie Street, Preston. 

Winter, Fred. Ernest, with Wells & Partners, Eagle House, 
109 Jermyn Street, London, SWr. 

Wintle, Aubrey Lancelot Joseph, with Thornton, Davison & 
Co, 19 'The Parade, Leamington Spa. 

Wisniowiecki, Stanislaw, with Reads, Cocke & Watson, 
Leith House, 47 Gresham Street, London, ЕСа. i 

Wollen, Peter Frederick, with Victor Stewart & Co, 24 
Portland Place, London, Wi. 

Wood, Brian Dixon, Sunside Farm, Braithwaite, Keighley, 
Yorkshire. 

Wood, Bryan Matthew, with Bridgford, Bardsley & Co, 9 
St Ánn's Sqvare, Manchester, 2. 

Wooa, Susan Elizabeth, Flat 3, 25 Cadogan Place, London, 

I. 

Wright, John Radcliffe, with Clement Keys & Son, 63 
Temple Row, Birmingham, 2. 

. Wright, Kenneth Michael Bond, B.A., with Binder, Hamlyn 
& Co, 121 Queen Victoria Street, London, EC4. 

Wrightson, Larard Snowden, with "Hodgson, Harris & Co, 
Old Market Place, Grimsby. 


Yates, Cyril David, 5 Littleworth Road, Wheatley, Oxford. 


(Not in England or Wales) 

Ashmawi, Ibrahim Ali, Lecturer, Faculty of Commerce, 

^ Ibrahim University, ‘Mounira, Cairo. 

Bullet, Brian Ernest, 44 Hiddingh Road, Bergvliet, Cape, 
South Africa. 

Elgazzsr, Mohamed Mohamed Elsayed, в.сом., Faculty of 
Commerce, Ibrahim University, Mounira, Cairo. 

Mears, Alex Benjamin Albert, with *Deloitte, Plender, 
Griffiths, Annan & Co, 8 Annan House, Fox Street, 
(Р.О. Вох 1152), Johannes urg. 

Omar, Ahmed Anwar Mohamed, c/o Mr Kamal Omar, 43 
Kasr-el-Nil Street, Cairo. 
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NOTES AND NOTICES 


The Chartered Accountants’ Benevolent 
Association 


The annual meeting of the board of governors of The 
Chartered Accountants’ Benevolent Association will 
be held at The Institute of Chartered Accountants in 
England and Wales, Moorgate Place, London, ЕС2, 
at 2.15 p.m. on Wednesday next, March 25th. 


Personal 


Messrs DE PAULA, TURNER, Lake & Co, Chartered 
Accountants, of 17 Coleman Street, London, ЕС2, 
announce that the partnership hitherto existing 
between Mr J. S. LAKE, F.c.a.. Mr N. B. NUTT, 
Е.С.А., and Mr T. D. REDHEAD, F.C.A, has been 
dissolved by mutual consent on and from March 
14th, 1953, following the retirement from the 
partnership of Mr N. B. Nurr. Mr J. S. LAKE and 
Mr T. D. Кернкар will continue the practice in 
pr under the same name of DE PAULA, 

URNER, LAKE & Co, at the same address. Mr N. B. 
Мотт will in future practise under his own name at 
Eastbourne, Sussex. 


Messrs Ствѕом Harris & Co, Chartered Account- 


ants, announce that as from March 23rd, 1953, their · 


offices will be situated at Bilbao House, 36 New 
Broad Street, London, EC2. Telephone: London 
Wall 2061. i 


Messrs J. & A. W. SuLLY & Co, Chartered 
Accountants, announce that they have opened an 
office at 25 Market Place, Wells, Somerset, and have 
taken into partnership Mr W. B. WEVELL, A.C.A., 
who was formerly on their staff, and who will be 
resident partner at Wells. 


` Messrs Sutton, Russet Lanc & Co, Chartered 
Accountants, announce that they have opened an 
office at 3 Great James Street, Bedford Row, London, 
WC1. Telephone: Chancery 8946. 


. Messrs MONKHOUSE, STONEHAM & Co, Chartered 
Accountants, of 695 Salisbury House, London Wall, 
ЕС2, announce that Mr Е. Jones, A.C.A, and Mr 
С. Н. Brown, a.c.a.. both of whom have been 
members of their staff for many years, have been 
admitted into partnership. 

Messrs JOHN BAKER Sons & BELL, Chartered Ac- 
countants, of Cunard House, 88 Leadenhall Street, 
London, EC3, announce that Mr James PERCIVAL 
CLAYTON, А.С.А., А.5.А.А., who has been a valued 
member of their staff for some years, has been admitted 
as a partner in the firm. 

Messrs Ерулм Hussard & Co, Accountants and 
Auditors, of Cromwell House, 6-9 Surrey Street, 
Strand, London, WCz2, announce that as from 
April 7th, 1953, their address will be 20 & 21 Tooks 
Court, Cursitor Street, Chancery Lane, London, 
EC4. Telephone: Chancery 5363-4. The constitution 
of the firm will remain unchanged. 


Messrs Atrrep G. Deacon & Co, of National 
Chambers, 4 Horsefair Street, Leicester, announce 
with regret the death on March 11th, of Mr ARTHUR 
Јонм SMITH, F.5.4.4., who had been a partner in the 
firm since 1929. The practice will be carried on by the 
remaining partners, together with Mr STANLEY JOHN 
GUNBY, A.C.A., A.S.A.A., who served his articles with 
the firm and was chief assistant to the late Mr SMITH 
for many years. 


Professional Notes 


Mr Р. S. Facon, A.C.A., has been appointed joint 
managing director of J. Mandleberg & Co (Holdings) 
Ltd. 


Mr J. E. Greenwood, M.A., LL.B., A.C.A., joint vice- 
chairman of Boots Pure Drug Co Ltd, is retiring on 
March 31st. He joined the company in 1920. 


Lieut.-Col. J. S. Chalton, T.D., F.c.A., principal in 
the firm of J. Stuart Chalton & Co, Chartered 
Accountants, of Leeds, has been appointed Honorary 
Colonel of 269 (West Riding) Field Regiment R.A. 
(Т.А.). | 

Mr Н. A. Benson, с.В.Е., F.C.A., a partner in the 
firm of Cooper Brothers & Co, Chartered Account- 
ants, has been elected a member of the board of the 
Hudson's Bay Company. | 

Mr Alfred Whittle, F.c.a., chairman of Wall-paper 
Manufacturers Ltd and many other companies, has 
been appointed a director of the District Dank. Ltd. 


Mr Н. T. Nicholson, F.c.a., a partner in. the firm 
of Harmood Banner, Lewis and Mounsey, Chartered 
Accountants, has been appointed a director of the 
West African Development ‘Trust. | : 


Mr J. Ivan Spens, 0.8.£., C.A., senior partner in the 
firm of Brown, Fleming: and Murray, Chartered 
Accountants; and chairman of a number of com- 
panies, has been appointed a vice-president of the 
Scottish Amicable Life Assurance Society. 


Mr A. Dawson, A.C.A., secretary of Celotex Ltd, 
has been elected a director of the company. 


Obituary 
ROBERT PALEY WHIPP, F.C.A., A.8.A.A. 


It is with regret that we record the death on February 
22nd, of Mr Robert Paley Whipp, Е.С:А., A.S.A.A. 

Mr Whipp was a partner in the firms of J. B. Boyd, 
Wrigley & Co, Chartered Accountants, of Manchester, 
and Wrigley, Cregan, Todd & Co, of London. He 
had been associated with the first named firm since 
1916 and with the latter from its inception. 

Admitted an Associate of the Society in 1914 and 
of the Institute in 1924, Mr Whipp was elected a 
Fellow of the Institute in 1936. He was a director 
of William Timpson Ltd and of many companies in 
and around East Lancashire. 
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The New Lord Mayor of Sheffield 


Mr Oliver S. Holmes, J.P., F.C.A., A.C.W.A., senior part- 
ner in the firm of Messrs Holmes & Bailey, Chartered 
Accountants, of Sheffield, is to be the Lord Mayor 
of Sheffield during Coronation Year. Mr Holmes 
entered the City Council in 1934 and is Chairman of 
the Hallam Division Conservative Association. He is 

es President of the Sheffield and District Society- 

Chartered Accountants. 


Inspectors Appointed under Section 164 (1) 
of Companies Act, 1948 


The Board of Trade have, on the application made by 
members of the company pursuant to Section 164 (1) 
of the Companies Act, 1948, appointed Mr Melford 
Stevenson, Q.C., of 3 Hare Court, Temple, EC4, 
and Mr D. V. House, Chartered Accountant, of 3 
: Lombard Street, EC3,.as inspectors to investigate 
the affairs of Wake and Dean Limited with special 
reference to the valuation of the company’s stocks 
and work in progress and the annual accounts at 
June 30th, 1950, and June 3oth, 1951. 


Indian Tax Commission 


A Taxation Inquiry Commission has been set up Бу. 


the Government of India, reports the Financial Times, 
under the chairmanship of Dr John Mathai, a former 
Finance Minister. 


The Commission’s terms of reference require it to 
examine the economic effects of the whole taxation 
о central, states and local— in order to ensure 

t the country's economy is not adversely affected; to 
consider the effects of present rates of income taxation, 

: on ability and incentive to save and invest, and to suggest 
modifications so that capital formation and investment in 
. risk-bearing enterprise is not hampered. 
- ТЬе Commission is to commence its task in April 
and is expected to take two years to complete it. 


' The Institute: of Chartered. Accountants in 

' Ireland 
QUARTERLY AND SPECIAL MEETINGS OF THE Counc. 
Mr H. E. A. Addy, F.C.A., President, presided at the 
recent quarterly and apecial meetings of the Council 
of The Institute of Chartered Accountants in 
Ireland. 

The resignation of Mr William - Lawrence 
Hamilton Rodden, F.C-A., Belfast, from the Cauncil, 
after almost thirteen years’ service, was accepted with 
the greatest regret. 

The following associates in practice were admitted 
to fellowship: 

S. A. Boyd (Belfast), D ME Or Есе (Waterford), 
E. A. Kenny ae. A. A. McCartney (Londonderry), 
I5 NT (Dublin) D. Mehigan. (Dublin), M. K. Ryan 

ub t 
The following members were admitted to associate- 
ship in practice: 

T. F. B. Johnston (Coleraine), J: s. O'Neill Southern: 
Rhodesia ja). 


' The following succéssful caitdidates · at the Final: 


THE ACCOUNTANT 


March 21st, 1953 


examination in November 1952 applied for and were 
admitted to membership: 
As associates in practice: 
S. H. Boyle (Belfast), M. A. Cole (Hapin): 
а associates not in practice: 


. R. Anderson (Blackrock, Со. Dublin), С. B. Buckley 
Dubia) J. РЯ а (Belfast), J. W. Davis (Crossmolina, 


Co. Mayo), С. P- Dempsey (Monkstown, Co. Dublin), 
B. P. Devine (Dublin), O M. Freaney (Dublin), T. J. 
Guiney (Dublin), J. N. Harrison (Belfast), B. S. Johnston 


(Belfast), B. J. Kdiy (Dublin), E. J. Kelly EEA 
R. J. Kelly (Athboy, Co. Meath), A. Н (Dublin 

M. С. T (Dublin), T. E. Meehan (Scotstown, co: 
Monaghan), J. E. Mulloy (Westport, Co. Mayo), J. А. 
O'Connell (Cork), M. J. O’Keeffe, (Monkstown, Co. 
Dublin), G. G. Prentice (Belfast), W. B. Roberts (Belfast), 
C. J. Smith (Dublin), L. J. ‘Thunder (Dublin). 

One member was suspended from membership for 
twelve months under bye-law 107 (3). It was decided 
that three members should be suspended from 
membership for six months if their subscriptions, for 
the year 1952 were not paid by March 31st, 1953. 

It was decided to hold the next Intermediate and 
Final examinations in Belfast and Dublin on May 
I9th to 22nd, 1953. 


Institute of Actuaries 


Mr W. F. Gardner, General Manager of the Pru- 
dential Assurance Company, has been re-elected 
President of the Institute of Actuaries for 1953-54. 


_ In Parliament 
Colonial Students: Accountancy and Banking 


Mr Sorensen asked the Secretary of State for the 
Colonies in view of the difficulty experienced by 
colonial students in accountancy and banking in 
securing necessary practical experience, what steps 
he is taking to secure this experience for students: 

Mr LYTTELTON: Special arrangements have been 
made with the professional accountancy ‘bodies in 
this country which should go some way ‘towards 
meeting the difficulties experienced by accountancy 
students from the Colonies. Colonial students 
wishing to obtain practical experience in banking 
are best advised to enter the employment of a bank 
in their own territory. 

Mr Sorensen: Is the right hon. gentleman aware 
that; although some facilities do exist and very good. 
work has been done by his own department in this 
way, in fact, there are large numbers of students who- 
try to get this practical. experience and cannot get 
it? May I ask him if he could do something in order’ 
to acquaint suitable firms and businesses of the fact 
that these people need this experience, and that, if 
they opened their doors, they would BE doing a 
great service to African students? 

Mr Lyrretton: The professional abeo Sues 
bodies are the-ones chosen to carry out the objective. 


- which the hon. Member and 1 have in mind, but the; 


matter is extremely complicated, and we have met 


. with only partial success» 


‘Hansard, March 4th, 1953. Oral Answers, Col. 367.' 


March 21st, 1953 


South-West London Discussion Group 


The next meeting of the South-West London Dis- 
cussion Group of the London and District Society 
of Chartered Accountants is to be held at The 
Kingston Hotel, Kingston upon Thames, on Monday, 
March 30th, when, following a brief introduction by 
Mr J. F. Aitchison, F.c.a., the Group will discuss 
"Developments in auditing technique’. > 


South Eastern Society of Chartered 
Accountants 
Lapes’ NicHT 
The South Eastern Society of Cliartered Accountants 
held a Ladies’ Night dinner and dance at The Royal 
Star Hotel, Maidstone, on March 6th, which was 
attended by some 140 members, ladies and guests. 

Mr К. W. Smith, 0.B.E., T.D., F.c.A., President of 
the Society, presided, and among those present were 
Sir Harold Howitt, С.В.Е., р.5.0., M.C., F.C.A., and 
Lady Howitt; Alderman Mrs D. M. Relf, Mayor of 
Maidstone; Councillor J. R. Barrett, Mayor of 
Canterbury, and Mr C. H. S. Loveday, A.C.4., an 
Assistant Secretary of the Institute, and Mrs Loveday: 

The toast of "The Institute of Chartered Account- 
ants in England and Wales and the South Eastern 
Society of Chartered Accountants' was proposed by 
Councillor Barrett, and Sir Harold Howitt responded 
in light-hearted vein on behalf of the Institute. Mr 
Smith also responded and referred to Sir Harold and 
Lady Howitt as old friends of the Society who had 
attended similar functions previously held in 
Brighton and Southsea. : 

The toast of ‘Our Guests’ was proposed by Mr 
К. E. Goate, F.c.a., and responded to by Mr R. W. 
Paine, A.R.LB.A., A.R.C.A, President of the South 
Eastern Society of Architects. | 

The evening, which continued with dancing, was 
highly enjoyable, great credit being due to the 
Secretary and members of the Canterbury: Local 
Members' Group for the success of the arrangements. 


Leeds, Bradford and District Students' 
Course 


Chartered accountant students will assemble at 
Grantley Hall, near Ripon, next week to attend the 
second residential course to be organized by a joint 
committee of the Leeds, Bradford and District Society 
of Chartered Accountants and the Leeds and Bradford 
Students’ Associations. The first course, held last 
March, was most successful and there is no doubt 
that this year again the course will be of great value — 
especially to those preparing for the May examina- 
tions. 
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Тће Intermediate course commences next Monday 
and will continue until Friday. À varied programme 
of lectures has been arranged and there will be group 
discussions giving students an opportunity to resolvi 
any problems arising from the lectures. 2E 

А lecture programme dealing with auditing, com- 
pany law, income-tax and profits tax, execütorship, 
company accounts, valuation of shares, and costing, 
has been arranged for Final students, who will 
assemble next Saturday, March 28th, and disperse on 
April znd. On the concluding day, as with the Inter- 
mediate students, there will be a meeting to discuss 
the course and make suggestions for its possible 
improvement in future yeara. 


Chartered Accountants’ Hockey Club 


In a hockey match played at The Old Deer Park, 
Richmond, on March 4th, the Stock Exchange 
defeated the Chartered Accountants for the first 
time in their series of matches, by three goals to two. 
The game was hard with the honours swinging 
evenly between both sides. R. J. C. Mallinson, the 
ex-Oxford University player, ably supported by 
A. D. Bishop and E. H. Head, constituted a 
formidable spear-head and broke through the Stock 
Exchange defences time and again, while J. 5. 
Kinross, in goal, played a good game against the 
persistent attacks by the Stock Exchange. R. J. C. 
Mallinson and G. Robson scored for the Chartered 
Accountants, who were represented by: 


Goal: J. S. Kinross (Guildford); Backs: К. J. Brown . 


(Captain), Птуј А. Е. Day (Harrow); Halves: А. 
Holloway (Reigate); 5. J. Titcomb (Burgess Hill); J. Е. 
Staddon (Epsom); Forwards: R. E. Wray (Colchester); 
E. H. Head (Burgess Hill); R. J. C. Mallinson (Hampstead); 
A. D. Bishop (Old Kingstonians) and С. Robson (Purley). 


The Chartered Accountant Students’ Society 
: | of London . 


In their last match of the season the squash racquets 
team of the Chartered Accountant Students' Society 
of London beat the Dolphins by four games to one, 
after an enjoyable struggle. 

Тће individual scores (Society first) were: 

P. W. Phillips beat R. Southern 9-1, 9-0, 9-1. 

J. M. Pickard lost to M. Beckman 8-10, 0-0, 3-9, 10-8. 

D. С. Burling beat С. S. Zimmerman 10-8, 9-2, 9-6. 


C. Sharpe beat M. Duke 1-9, 9-6, 9-5, 9-5. · 
P. Cooke beat A. Davis 4-9, 9-6, 9-4, 7-9, 9-3. 


. Our Contemporaries 
Tre‘ New York Секпиер | PUBLIC ACCOUNTANT. 


(New York.) (February.) 
ACCOUNTANTS' MAGAZINE. (February). ‘Settlements 
and Taxation’ by J. G. Glendinning. 






Telephone: Victoria 2002 (3 lines). 
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THE CANADIAN CHARTERED ACCOUNTANT Tax REVIEW. 
(Toronto.) (February.) 

Tse JOURNAL OF ACCOUNTANCY. (New York.) (March.) 
“Taxation of the Foreign Businessman visiting the 
United States’ by Emilio Mayer. 


LocAL GOVERNMENT FINANCE. (March.) 
THE ACCOUNTANTS JOURNAL. (March.) 


Other Publications Received 


ABSTRACT OF ACCOUNTS OF THE Соџмту COUNCIL оғ 

. NORTHUMBERLAND FOR THE YEAR ENDED МАВСН 3187, 
1952. 

ABSTRACT OF ACCOUNTS OF THE LANCASHIRE COUNTY 
COUNCIL FOR THE YEAR ENDED MARCH 3187, 1952. 

REVIEW OF THE FINANCIAL ACTIVITIES OF THE CORPORATION 
FOR THE YEAR 1951-52. City and Royal Burgh of 
Edinburgh. 

BULLETIN OF THE Охковр UNIVERSITY. INSTITUTE OF 
SrATISTICS. (January.) 

ENGINEERING ÍNDUSTRIES BULLETIN. (February.) 

Die WikTSCHAFTSPRÜFUNG. (Stuttgart.) (March.) 

DER WIRTSCHAFTSPROFER. (Berlin.) (February.) 

City ОЕ JOHANNESBURG, 1952 Vade Mecum. 

L'OnGA LE COMMERCE. (Paris. ) (February.) 

MipLAND Bank Review. (February.) 

REVISION OG REGNSKABSVAESEN. (Copenhagen.) (February.) 

INDUSTRIAL WELFARE. (January-February.) 

‘THE CHAMBER OF COMMERCE JOURNAL. (February.) 

THE BANKER. (March.) . 

WESTMINSTER BANK REVIEW. (February. 

NATIONAL PROVINCIAL BANK Review. (February.) 

Tue BRITISH MANUFACTURER. (February.) 

JOURNAL OF THE INSTITUTE OF BANKERS. (March.) 

JounNaL ог THe Roya Socrety or Arts. (March.) 

Socritré DE COMPTABILITÉ DE FRANCE. (Paris.) (January.) 

REVISTA DE LA ESCUELA DE CONTABILIDAD, ECONOMIA Y 

·_ ADMINISTRACION. (Monterrey.) (January У 

Пен WIRTSCHAFTSTREUHANDER. (Stuttgart.) (February.) 


Our Weekly Problem 
No. 62: SPIRITED AWAY 


Te i is shocking the amount of pilfering that goes on ` 


these days’, declared Mr L. U. Sidate. He had ordered 


an equal quantity of whisky and gin. The thieves 


had either smashed the bases or removed the stoppers 
of 18 bottles. There were 16 unsmashed bottles and 
14 stoppers left in the parcel. 
How many bottles of whisky had been ordered? 
The answer will be published next week. 


ANSWER TO No. 61: THE SYMMETRICALLY-MINDED 
One piece of paper can be drawn out in2 ways 
Two Pieces ” э» » » » 2 » 

Four pieces. » о» » » » 2* » 
Of these 16 ways: 
All will show the same in 2 ways 
Three 
Two 
The odds are therefore 6 out of 16 i i. e 5103 against two 
*m's' turning: up on two pieces and опе ‘m’ on the other 
two. 


» » » » » 
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TWENTY-FIVE YEARS AGO 
From Uhe Accountant оғ MARCH 24TH, 1928 
Chartered Accountants and the Y.M.C.A. 
In the opposite column on this page will be found 


. а reference to a special appeal which is being sent 


out this week by the Y.M.C.A. to the Chartered 
Accountants of England and Wales. The appeal, 
which is supported by such well-known members of 
the Institute às Sir Gilbert Garnsey, Sir Nicholas 
Waterhouse, Sir Harry Peat, Mr. R. H. March, 
Mr. A. O. Miles, Mr. H. F. Kemp, Mr. A. T. 
'Turquand-Young, Mr. G. J. G. Palmour, Mr. G. R. 
Freeman, Mr. Lindsay Fisher and Mr. W. B. 
Keen, relates to the urgent financial problem with 
which the Association is faced owing to its special 
emergency service on behalf of the young men and 
airmen in Shanghai, Iraq and on the Rhine. At the 
Central Y.M.C.A..building in Tottenham Court 
Road there is a hostel of 300 beds, not one of which 
is ever empty. A large number are reserved for 
young men under 25 years of age from the provinces 
and in twelve months accommodation is given to 
hundreds of lads coming to London for examinations, 
including those for the profession of accountancy. 
The value of the work done by the Y.M.C.A. is 
known all over the world and we heartily commend 
the appeal to our readers. Sir Harry Peat is acting as 
Honorary Treasurer and Mr. S. H. Gillett, of Messrs. 
Dixon, Wilson, Tubbs & Co., as Honorary Secretary.. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or Marcu 23rd, 1878 
Voluntary Settlements 

In the Exeter County Court an unusual voluntary 
settlement question has been decided. A farmer 
guaranteed up to a certain amount the debts of his 
son-in-law. The latter getting into pecuniary diffi- 
culties his guarantor made a voluntary deed of 
settlement, under which he transferred all his property 
to his children, upon the condition that they should 
secure him an annuity of £50 during his lifetime. 
When the creditors of the son-in-law applied to the 
farmer for the amount he had guaranteed they were 
met by the deed of assignment, which showed the 
guarantor to be without any property. They then 
applied to the court to have the deed set aside. On the 
part of the bankrupt it was contended that he had 
no debts when the deed was executed; but, as the’ 
County Court Judge very properly pointed out, he 
certainly had a contingent liability similar to that 
incurred by the drawer or indorser of a bill of 

exchange. The settlement was yee declared 
void. 
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Queen Mary 


he grief caused by the death of Queen 

Mary is deep and genuine. Ever since, 
as a young girl, she began to take a part 
in public life, she has stood for all that 
commands respect and affection — duty to 
God and country, devotion to her family, 
dignity, charity and grace. 


As the gracious consort of King George Y 
she was his constant support in the never- 
ending tasks of a sovereign, and she faced 
with unflinching courage the many personal 
sorrows which a long life brings. 


To the members of the Royal Family, 
who will so greatly miss her love and quiet 
influence, we offer our most respectful 
sympathy. Though her death must cast a 
shadow over the joyful preparations now 
being made for the Coronation, the memory 
of Queen Mary's steadfast example will 
strengthen and inspire Queen Elizabeth II 
when her vows to a life of service are 
solemnly hallowed and consecrated on 
June 2nd. 
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AN IMPORTANT DISTINCTION 


HE duties of the professional auditor are 

so numerous and exacting that it is essential 

that they should be clearly defined both 
as regards character and scope. Much of the 
literature of the profession has been devoted to 
this end but one important aspect to which, 
hitherto, not enough consideration has been given, 
is the relationship which exists, or should exist, 
between the statutory auditor and the internal 
auditor. We have pleasure, therefore, in repro- 
ducing elsewhere in this issue a lecture on this 
particular problem given recently by Mr W. G. 
DENSEM, F.C.A., to the London Chapter of the 
Institute of Internal Auditors. 

Although they appear to have much in common, 
it is important to realize the distinction between 
the two kinds of auditor. The external auditor’s 
loyalties are primarily to a company’s share- 
holders who employ him and to whom he has to 
report on the accuracy of the financial aecounts 
in accordance with the requirements of the 
Companies Act. It is his task, in consequence, to. 
review the whole field of the concern’s activities 
in as much detail as ће may consider necessary 
to enable him to form the opinions which he has 
to communicate to its members. The internal 
auditor, on the other hand, is employed by, and 
is answerable to, the company’s management 
who dictate the pattern and scope of his work 
which may embrace only a limited section of the 


concern’s activities. While it might reasonably 
be argued that, as the management are also the 
servants of the shareholders, the ultimate ob- 
jectives of both external and internal auditors 
are alike, it is certain that in practice the nature 
and degree of their respective examinations 
differ considerably. That of the internal auditor 


‘can be of value to the external auditor only to the 


extent that it is a completely independent 
appraisal of the company’s records and in so far 
as it is relevant to the external auditor’s own 
duties. It follows, therefore, that the external 
auditor, if he proposes to make use of the 
information contained in the internal audit 


reports, must satisfy himself as to the abilities 


and functions of that department, a task which 
calls for the exercise of the same skill and judg- 
ment as-that which he applies to all other matters 
in connection with the audit. 

MR DENSEM deals in detail with these and many 
other points and suggests in closing that the work 
of analysis and comparison of results which 
sometimes devolves on the internal auditor may 
be of great assistance to the external auditor 
when he is considering stock valuations or seeking 
explanations for unusual variations in figures. 
This is an interesting development of the. original 
subject and we hope that Mr DENSEM may find 
time to pursue it further. 


THE FINANCE ACT, 1952 -X XXVIII 
EXCESS PROFITS LEVY (CONTINUED) 


Twelfth Schedule, Paragraph 4: Formation of 
Groups after January Ist, 1952 

HERE a group is formed, under para- 

‘graph 4, after January 1st, 1952, the 

provisions relating to deficiency set-off 
(paragraph 18) and overriding limit (paragraph 
19) are slightly modified so as to bring into the 
computations, for those two purposes, profits and 
losses made after January 136, 1952, but before 
the group was formed. Paragraphs 18 and 19 will 
be dealt with more fully later. Paragraph 5, which 
defines ‘subsidiary’, was dealt with last week. 


Paragraph 6: Continued Application.of Twelfth 
. Schedule after Nexus Severed | 

Once the conditions for the establishment of a 

group have been satisfied, group treatment con- 

tinues to apply even though they cease to be 

satisfied and even though there may have been 

severance of nexus, whether between only two of 


` the members or between all of them (paragraph 6). 


The above is the general rule but it is expressed 
to be ‘save as otherwise expressly provided’. 
It will be remembered in this connection that 
paragraph 2 provides for the contingency of 
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the principal member severing its nexus with 
other members of the group, and lays down rules 
for determining the new principal. Other ex- 
ceptions to paragraph 6 relate to the minimum 
standard (paragraph 8 (5)), borrowed money 
within the group (paragraph ro), intra-group 
payments in respect of share capital (paragraph 
I2 (3), director-control (paragraph 14), the 
making of assessments of the principal in respect 
of other members (paragraph 17 (3)), deficiency 
relief (paragraph 18 (1)), and the overriding limit 
of 10 per cent (paragraph 19 (3)). These will be 
dealt with in due course. 
Paragraph 7: Chargeable Accounting 
Periods 

Paragraph 7 gives power to the Inland Revenue 
to alter the chargeable accounting periods of the 


various members of the group as far as they may- 


think it expedient for the proper operation of 
the Twelfth Schedule. There is no appeal from a 
decision on this particular point. As to the normal 
rules for determining a chargeable accounting 
period, see The. Accountant, November 22nd, 


1952, page 598. | 
Paragraph 8 (3) (4): Group Minimum 
Standard 


Before dealing with the computation of the more 
normal standards for members of groups, it is 
convenient to dispose of the comparatively 
simple provisions dealing with the optional 
minimum standard. Paragraph 8 (3) gives the 
principal the option of claiming the minimum 
standard of £5,000 for any of its chargeable 
accounting periods. The option binds the other 
members in respect of their chargeable accounting 
periods coinciding with, or falling within, that 
chargeable period of the principal in respect of 
which the option is exercised. The {£5,000 is 
apportioned among all the members by the 
Inland Revenue who can also determine the 
chargeable accounting periods. 

No guidance is given as to the principals on 
which the minimum standard is to be appor- 
tioned, but paragraph 8 (4) gives any member 
dissatisfied with its share a right of appeal to 
the Special: Commissioners. Such an appeal will, 
of course, affect the other members since the 
appellant’s share cannot be increased without 
reducing the share available to the others. The 
others accordingly have the right to appear and 
be heard and are bound by the decision whether 
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they appear or not. The Inland Revenue must 
notify them of the appeal (Excess Profits Regu- 
lations, 1952, (5.1. 1952, No. 1844) paragraph 
8 (2)). In practice all the members may be 
represented by the same person. 

Paragraph 8 (4) makes the usual provision for 
appeal by way of case stated but ‘with any 
necessary modifications’. One of the conditions 
precedent to the statement of a case is that the 
party demanding it shall have expressed dis- 
satisfaction immediately on the determination of 
the appeal by the Special Commissioners. If he 
was not even present at the appeal, it might be 
difficult for him to do that, but it is unlikely that 
the right to express dissatisfaction at a later date 
could be a ‘necessary modification’. 


Paragraph 8 (5): Minimum Standard after 
Nexus Severed 

Where the nexus between a member and the 
principal has been severed, the member may 
exercise any right it may have to a separate 
minimum standard under Section 41 (paragraph 
8 (5)). This applies to any chargeable accounting 
period of the member ending after the severance. 
Section 41 was dealt with in The Accountant, 
November 29th, 1952, at page 631. 

As regards the chargeable accounting period of 
the member during which severance occurred, 
it will be remembered that the proviso to Section 
41 (1) prohibits the giving of the full minimum 
standard to a company incorporated after 
January ist, 1952, if it was under common 
control with another company at any time in the 
chargeable period concerned. 


Paragraph 8 (1): Profits Standard 
Тће minimum standard is not likely to be much 
in vogue for groups, since it can give only very 
small individual standards. Paragraph 8 deals 
with the more normal profits standard. 

It will be remembered that a group comes into 
existence by satisfying certain conditions on 
January rst, 1952, or in some cases at a later 
date, but not on any earlier date. The members, 
although they may have existed and carried on 
business in the standard years, will not neces- 
sarily have been connected with each other in 
those years. Moreover, a member may have 
entirely changed the nature of its business since 
the standard years. Nevertheless, the normal 
standard for the mémbers of a group is an 
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apportioned part of a composite figure for the 
group as a whole, arrived at by aggregating the 
profits and losses of the individual members 
in the standard years. 

For the ordinary (non-group) company, a 
profits standard’ normally applies only where 
its business began before January 2nd, 1947, 
with an option to claim the profits standard 
where the business began after January rst, 
1947, but before January 156, 1949. Paragraph 8 
(1) in effect applies this principle to a group, 
with necessary modifications. It is the principal 
which has the right of election but it is the date 
of commencement of the oldest business in the 
group which governs the matter. Some member 
other than the principal may have the oldest 
business. It should be remembered that all 
businesses which have been carried on by the 
same company are treated as one. 


Companies operating in former Japanese- 
occupied Territory 

The Twelfth Schedule was amended in Com- 
mittee to make provision for companies operating 
in territory which had been occupied by the 
Japanese during the war. The object of the 
amendments was to introduce concessions cor- 
responding to those introduced at the same time 
in Sections 38 (5) and 39 (6) which enable a 
single such company to adopt 1949 and 1950 as the 
standard years (see The Accountant, November 
29th, 1952, page 632, and December 2oth, 1952, 
page 724). The provisions in question are para- 
graphs 8 (1) (c), 9 (s) and 9 (6) proviso (c) and 
will be dealt with later. 


Paragraph 8 (2): Capital Standard 
As with an ordinary company, provision is made 
for a standard based on a percentage of paid up 
share capital, corresponding to Section 39 (3) 
(see The Accountant, December 2oth, 1952, page 
723) The provision is contained in paragraph 
8 (2) which applies where the oldest business in 
the group began after 1948, and also where the 
oldest business began before 1949 but after 
January 151, 1947, and the principal makes no 
election for the profits standard under paragraph 
8 (1) If in these circumstances the principal 
does not select the minimum standard, then the 
standard for each member of the group is 
determined separately by reference to its in- 
dividual paid up share capital, notwithstanding 
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that that share capital may be owned by other 
members of the group. No question of apportion- 
ing a composite standard arises but the existence 
of the group may affect the computation. 
Paragraph 14 provides that a group member 
is deemed to be director-controlled for such 
period only as the principal is director-controlled. 
It follows that in deciding whether the percentage 
of capital to be taken is twelve or fourteen for a 
member other than the principal the actual 
status of the member itself is immaterial. Para- 
graph 14 applies only in relation to chargeable 
periods during which the member is, in fact, a 
member of the group. Paragraph 14 may affect 
the undistributed profits or over-distributions, 
as well as the chargeable profits themselves. 
The computation under paragraph 8 (2) may 


-also be affected by paragraph 12: which deals 


with intra-group share transactions and which 
will be considered later. 


Paragraph 9 (6): Group Standard Years 
Where a profits standard applies, paragraph 9 (6) 
lays down the rules for determining the standard 
years for the whole group. The group cannot 
choose different years for different members. 

In the ordinary case the normal rules apply, 
ie. there is a choice of any two of the years 
1947, 1948 and 1949, the choice being exercised 
by the principal. Where the member with the 
oldest business began it after January rst, 1947, 
but before 1948, the principal may elect to treat 
the first two years from the beginning of that 
business as the standard period (paragraph 9 (6) 
proviso (a)). 

Proviso (b) applies to each of the two cases 
where: | 

(i) the oldest business began after 1947; or 

(ii) the oldest business began before 1948 but 
after January 131, 1947, and the principal has 
not made an election under proviso (a) above. 

Proviso (b) directs that the standard years are to 
be 1948 and 1949. Proviso (b) recognizes the 
possibility that for part of the standard period 
there may have been no business in existence, à 
fact which is not necessarily peculiar to groups. 
It is to be remembered that all businesses carried 
on by the same company are treated as one. 

Proviso (c) is confined to Japanese-occupied 
territory cases and will be considered later. 

(То be continued.) 
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RESTRICTIONS ON SHARE TRANSFER 
by BARRY PINSON, LL.B. 


The author examines some of the clauses commonly found in modern articles of 

association which have for their object the restriction of share transfers, and some 

of the legal principles governing the right of a board of directors to refuse, and 
of other persons to question their refusal of, a proposed transfer. 


shares of companies are freely transferable. 
Apart, therefore, from any restrictions on 
transfer imposed by legislation or by the internal 
regulations of the company of which he is a 
member, a shareholder may transfer his shares to 
whomsoever he pleases, and neither the board of 
directors nor any other person may object to the 
registration of a transfer, even though the pro- 
posed transferee be insolvent, or a trade rival, or 
objectionable on personal grounds. 
This principle is recognized by the Companies 
Act, 1948, which provides, in Section 73, that 


ЈЕ is a fundamental principle of law that the 


‘The shares or other interest of any member: 


in a company shall be personal estate, transferable 

in manner provided by the articles of the com- 

pany. 
A holder of TET paid shares who, in exercise of 
this statutory right, transfers his shares to a man 
of straw, avowedly with the object of avoiding any 
future liability on the shares, is nevertheless 
entitled to have the transfer registered.! But the 
transfer must be in exercise of the statutory 
right, ie. an out-and-out transfer without any 
reservation of benefit to the transferor. А share- 
holder who retains the benefit of the shares and 


transfers only the burden is not exercising the 


{ 


statutory right and a transfer may be refused on 
this ground. (In re Discoverers Finance Cor- 
poration, Lindlar's case ([1910] Ch. 207, 312).) 

It is the existence of this principle which makes 
it desirable and usual to include in the articles 
of association of a limited company some clause 
empowering the directors to refuse transfers. 
Where such a power exists, the directors are said 


‘to be in a-fiduciary position in relation to its 


exercise; that is to say, the refusal of any particular 
transfer can be challenged if it can be shown 
that the power was not exercised in the best 
interests of the company and in accordance with 
the principles of ‘natural justice’. 





1 But the transferor may not in this way escape liability for 
the debts of the company contracted before the registration 
of the transfer. Under Section 212 of the Companies Act, 
1948, he will be liable for such debts to the extent of the 
amount unpaid on his shares if (a) the winding-up of the 
company commences within a year of his ceasing to be a 
member; and (5) the member at that date is unable to satisfy 
ithe contributions required to be made of him. 


Some Statutory Restrictions on 
Share Transfer 


It'should be stated at the outset that in 
addition to those contained in the articles of 
association, other restrictions may be imposed 
on the right of transfer of particular shares. 
Thus restrictions may be imposed: 


(1) By Act of Parliament, e.g. under the Exchange 
Control Act, 1939, Section 9, shares may not, 
without Treasury permission, be transferred by 

: or to any person (or by or to any person for 
whom the transferor or tranaferee is a nominee) 
who is resident outside the ‘scheduled terri- 
tories’; or: 

(2) By the Board of Trade, in exercise of its powers 
under Section 174 of the Companies Act, 1948. 
This section empowers the Board, when con- 
ducting an investigation into the ownership of 
a company, to impose restrictions on the trans- 
fer of its shares if the Board is impeded in its 
investigation as a result, wholly or mainly, of 
‘the unwillingness of the persons concerned or 
any of them to assist the investigations. . . ". 


This article is confined to the consideration of l 
clauses in articles of association. 


Private Companies 


The majority of companies on the registers are 
private companies; and a private company is 
defined in Section 28 of the Companies Act, 
1948, as one which by its articles (inter alia) 
‘restricts the right to transfer its shares’. The Act 
does not say what particular form such a гез- 
tricion should take: any restriction will suffice 
though, in practice, a number of common forms 
have been evolved which are invariably used, 
with appropriate modifications to meet the 
requirements of any given company. 

Before the Act of 1948, private companies 
were required to register separate articles of 
association, for there was no facility -afforded to 
them (as to public companies) to adopt by im- 
plication the model set of articles contained in the 
First Schedule of Companies Act, i.e. Table A. 
Now, however, a private company may adopt 
Table A, Part II, wherein the SEHE restricting ` 
share transfer is as follows: 
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"The directors may, in their absolute discretion 
and without assigning any reason therefor, decline 
to register any transfer of any share, whether or not 
it is a fully paid share.’ (Article 3.) 

The power to refuse transfers which is conferred 
by this clause is absolute: it is not a power to 
refuse only on certain stated grounds, nor is it 
limited to partly paid shares. 

It is thought, however, that the majority of 
private companies adopt other forms of article; 
and where the companies are family businesses, 
the clauses dealing with the transfer of shares 
will be elaborately framed to ensure (so far as 
possible) the continuity of the business in the 
family. 

Rights of Весне: 

One way to achieve this object is to give rights 
‘of pre-emption to the shareholders. An article 
will provide that no share is to be transferred to 
any person who is not a member of the company 
so long as the founder or any member of the 
company is willing to purchase the share at a 
fair value. It may be left to the intending trans- 
feror to state what ће considers a fair value, and a 
clause added that any dispute between him and 
the proposed transferee should be settled by an 
arbitrator. Alternatively, it may be desirable to 
fix the transfer price more definitely, e.g. by 
reference to the average yearly dividend. The 
company will be constituted the agent of the 
proposed transferor for the purpose of the sale, 
and the shares then offered to the members in a 
prescribed order, e.g. to the founder first, then 
to members successively according to the number 
of shares held by each of them. Or the right of 
pre-emption may be determined by some form of 
ballot. 

There are, of course, an infinite number of 
possible variations on this theme and it must be 
left to the promoters and their advisers to deter- 
mine the type of arrangement which is most 
appropriate to the circumstances of the case. 

In any case it is desirable that the directors 
should be given power to refuse transfers. Such 
a power may be absolute (as in article 3 of Table A, 
Part II, above) or it may be limited. The following 
is an exaniple of a limited power of refusal: 

"TIhe directors may refuse to register any 
transfer: 

(s where the company has a lien on the shares; 

b) where it is not proved to their satisfaction that 

the proposed transferee is a responsible person; 

(c) where the directors are of opinion that the pro- 

posed transferee is not a desirable person to 
admit to membership; 

but paragraphs (5) and (c) of this clause shall not 
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apply where the proposed transferee is already a 
member.’ (In re баара China Со ([1895] 2 Ch. 
04). 

494) Public Companies 
The articles of public companies are not required 
to contain any restriction on share transfer, but 
the existence of the principle discussed at the 
beginning of this article makes it desirable to 
confer on the directors some power to refuse 
transfers presented to them. The following power 
is conferred by article 24 of Table A, Part I: 

“The directors may decline to register the trans- 
fer of a share (not being a fully paid share) to a 
person of whom they shall not approve, and they 
may also decline to register the transfer of a share 
on which the company has a lien.' 
It will be noticed that the power conferred by this 
article is limited to partly paid shares, for under 
article 11 of Table A, a company cannot have a 
lien over shares which are fully paid. 

Articles 24 and 11 are in accordance with the 
rules of the Stock Exchange, London, which 
require that in the case of a company requiring 
quotation fully paid shares shall be free of any 
restrictions on the right of transfer and shall also 
be free from all lien: Rule 159 (2), Appendix 34, 
Schedule VII, Part I, А, 2 


Legal Principles Governing the Right of 

: Rejection 

Absolute power to refuse transfers. Where an 
absolute power to refuse transfers is given to 
directors, it is clear that provided they do, in 
fact, exercise their discretion in good faith at a 
properly convened meeting of the board of 
directors, they cannot be compelled to state the 
reasons prompting them to refuse a transfer. 
The reason for this rule is discussed in the case of 
In re Gresham Life Assurance Society, ex parte 
Penney ((1872) L.R. 8 Ch. App. 446), in which 
James, L.J., said: 

‘I cannot conceive that any director would choose 
to accept office, or exercise the power entrusted to 
him, if he were liable to be called upon to say what 
the particular reasons were or the particular motive 
was which influenced him in coming to the con- 
clusion that any person was not eligible as a share- 
holder. I think, therefore, that these directors were 
well advised in not subjecting themselves to be 
cross-examined and interrogated as to what par- 
ticular reasons they might have for personally 
objecting to this gentleman... . 

If, on the other hand, the directors state their 
reasons for refusing the transfer the Court will 
consider whether those reasons are legitimate. 
Further, a transferor of shares is entitled to 
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challenge the right of the directors to refuse 
the transfer if he can show that the discretion was 
not exercised at all (e.g. if there was no meeting 
of the directors) or if it was exercised from some 
improper motive or arbitrarily or capriciously; 
and in such a case, the proper method of pro- 
ceeding would be to apply to the Court for 
rectification of the register of members, under 
Section 116 of the Companies Act, 1948. The 
onus then lies on the applicant to prove that the 
power was not properly exercised; for the Court 
will presume, in the absence of evidence to the 
contrary, that the directors acted in good faith. 
It was held in In re Hackney Pavilion ([1924] 
1 Ch. 276) that where there are two directors 
who are equally divided on the question whether 
to refuse or allow a transfer, and the chairman 
has no casting vote, registration must be allowed. 
Limited power to refuse transfers, The same legal 
principles apply where the power to refuse 
transfers is limited; excepting that in this case 
the refusal may be challenged on the further 
ground that the directors have not acted in 
accordance with the power entrusted to them. If, 
for example, the articles of association empower 
the directors to refuse a transfer on grounds of 
the personal undesirability of a proposed trans- 
feree, they would not be exercising their dis- 
cretion by refusing a transfer on the grounds 
that they did not consider it desirable to increase 
the number of members: (Re Bede Shipping Co, 
(1917) 1 Ch. 123). 
The Court’s Power of Interrogation 
In this connection it is important to note that 
‘in the preliminary stages of an action for recti- 
fication of the register of members, the Court 
may compel the directors to disclose, on oath, 
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the grounds upon which a transfer was refused; 
but the Court will not order disclosure of the 
reasons for the refusal. This may at first 
sight appear to be a distinction without a 
difference. The practical effect, however, is that – 
in a case involving an article like that cited above 
from the Coalport China сазе— the Court may 
order the directors to state whether their refusal 
was under head (а) or (5) ог (с). But the Court 
will not go further than this: if the directors, in 
reply to interrogatories, stated that their refusal 
was under head (5), the Court could not require 
them to state why they were not satisfied that the 
proposed transferee was a responsible person. 
This power to administer interrogatories may 
itself be taken away by the articles as, for example, 
where they provide that 
*. . . the directors shall not be bound to specify the 
grounds upon which the register of any transfer is 
declined . . 2. (Berry and Stewart v. Tottenham 
Hotspur Football Co ([1935] Ch. 718).) 
An article which states that the directors shall not 
be required to assign any reason for declining a 
transfer does not have this effect: Sutherland 
(Duke) v. British Dominions Land Settlement 
Corporation ([1926] Ch. 746). 


— Rights of Renunciation | 

Where, in connection with an issue of bonus 
shares, letters of renunciation are sent to members 
of the company апа а member renounces in 
favour of a third person, this is not a 'transfer of 
shares’ within the meaning of the ordinary form 
of article authorizing directors to refuse transfers: 
Re Pool Shipping Co ([1920] 1 Ch. 251). 

Such an article may, of course, be drafted in 
such a way as to include a renunciation, but this 
is not usual. 


ARTICLED CLERK AND PRINCIPAL 


A RELATIONSHIP INFLUENCED BY MANY FACTORS 
by J. R. SCARGILL 


RAINING under articles is by no. means 
a product of modern society. This system 
of preparation for the professions, which 
can be traced back, in one form or another, as 
far as Ancient Egypt and Babylon, and which 
gained legal recognition in England in 1383, also 
has its equivalent in the trades, where the pupil 
is apprenticed to the master craftsman. Its main 





This article was awarded the first prize in the 1951 Essay 
Competion (Junior Section) of the Union of Chartered 
Accountant Students’ Societies. 


function is to provide that practical knowledge, 
that intimate appreciation of everyday problems 
—and that personal contact with fully qualified 
men which is such an essential feature of the 
foundations upon which studies can be built. 
The soundness of its theory is amply evidenced 
by centuries of its adoption, and by the quality 
of professional integrity which.it has produced. 
Its value cannot be overrated, for without it 
the successful examination candidate might easily 
find himself helpless when faced with practical 
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problems to which ће cannot apply this or that 
particular rule. Truth is certainly less considerate 
than fiction. 


Ordeal of Preliminary Interview 
The prospective articled clerk may or may not 
have a personal acquaintance with his future 
principal. If he has, he will often find that he 
assumes a character at the office quite different 


from that previously experienced, and the clerk . 


will have to go through a second period of getting 


to know him, for it is their professional acquaint- ` 


ance which will concern him most from that 
time forward. 

On the other hand, the young man might apply 
for an advertised post. In this case there will be 
the ordeal (often for both parties concerned) of 
the preliminary interview, at which neither may 
emerge from a shell of reserve, yet upon which 
will depend the decision of the principal to extend 
or to terminate their relationship. 

The terms of the articles provide another 
problem, the key to which may be speedily or 
never quite found, depending on the generosity 
of the principal and the circumstances of his 
pupil's family. Both are gambling on the ability 
of the clerk, whose success will provide ample 
- dividends for all concerned. The possibility ef 
such success, if at all apparent, should not, how- 
ever, have to be forfeited for want of financial 
backing. It is illuminating to read the words of 
Sir Harold Howitt, who considers that one of the 
advantages for articled clerks in the accountancy 
profession is the fact that ‘premiums are being 
cut out and salaries paid’. 


Background to the Relationship 
But, assuming an understanding to have been 
reached, let us first examine the conditions under 
which they will work together, and which form 
the background to their relationship proper. It 
may be that the clerk will find himself in a vast 
office, seemingly remote from the sanctum of his 
principal, with his duties governed by delegated 
authority. If at first he rarely sees his employer 
he must not feel neglected for his acclimatization 
must be well under way before he is able to tackle 
more involved and interesting accountancy 
matters than unending sheets of additions, and 
the calculation of percentages. The incalculable 
- value of these. two habitual ‘pastimes’, especially 
the former, will only be realized when proficiency 
has done away with that first feeling of heart- 
breaking monotony. 
The articled clerk will often be called upon to 
perform extremely menial tasks, which he should 
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carry out with a good humour, and a desire to 
be useful. He must remember that he is but a 
very small part (and a dispensable one) of a 
large organization, and to attain a place in the 
team he must show himself both willing and 
capable. This attitude will carry him far and earn 
the appreciation and even praise of the perman- 
ent staff, and perhaps the favourable recognition 
of the principal. 


In the Smaller Office 

In the smaller office a more friendly and com- 
panionable atmosphere will usually be found. 
'The clerk may find opportunities of service which 
do not always arise in the larger firm; his work 
will very likely contain more variety, and his 
abilities be required at a higher level of finality. 
His contact with his principal will probably be 
considerable, and in this close association their 
relationship will flourish, the feeling of employer 
and employee. will disappear and that ideal state 
of understanding between tutor and student will 
take its place. 

Тће clerk, however, must not consider himself 
a privileged being to the extent of its excusing 
him from simpler and less professional duties, 
for it is in his capacity of articled clerk that his 
adaptability and even his domesticity may receive 
its severest test. Such comprehensive training 
will bear the choicest fruit in after years. In all 
cases it may be said that any increase in the 
articled clerk's capabilities will inevitably be met 
by the extension of his trust, and lead to develop- 
ment in the weight of responsibility he should 
always seek. 


"Articled Clerk's Duties to his Principal 
What then are the articled clerk's duties to his 
principal? Firstly, he should not assume that 
because he is not a member of the permanent 
staff he is entitled to avoid his share of the work. 
He must always do his best and whilst completing 
each job without unnecessary delay, should never 
be careless or shoddy, but take a pride in his 
work, insisting on his own accuracy, thoroughness 
and neatness. 

He should show an interest in all aspects of 
professional work, be keen to learn, and not be 
hesitant in asking for information; be humble and 
respectful, yet eager for trust and responsibility, 
and anxio'is to prove it justified. 

Of literature concerned with the profession 
in general and his studies in particular, he cannot 
read too much, always having something on 
hand with which he can profitably fill any slack 
periods in the firm's year. Professional journals 
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can be especially helpful in giving him a wide 
understanding of current practice, and illustrating 
the rewards which can accompany his success, 

He cannot too soon take on those virtues of 
honesty and implicit confidence which charac- 
terize his chosen profession, nor can he afford to 
neglect such things as dependability and punctu- 
ality which are foremost amongst the tests of 
self-discipline. The search for and acquisition of 
knowledge need not be a lone struggle, for the 
students’ societies which flourish in so many 
towns provide the articled clerk with the friend- 
ship of other students, and help him to compare 
and reconcile his views with those of his con- 
temporaries. These societies are an asset to his 
training which he should acknowledge by his 
constant patronage. 


Principal's Obligations to his Articled Clerk 
Similarly, the principal has certain obligations to 
his articled clerk. The Institute has taken heed of 
this by restricting to two the clerks who may be 
articled to a principal at any one time, but 
numerous duties exist which cannot be found 
in the regulations. The principal should show a 
genuine interest in the progress of his pupil, 
treat him as an individual and not dismiss him 
as ‘just another employee’. If the clerk proves 
satisfactory the principal should find means of 
acknowledging this, and rewarding the excep- 
tionally conscientious; if he desires responsibility 
and shows himself capable of supporting it, 
every effort should be made to provide him 
with it for ‘those who trust us educate us’ 
(George Eliot). 

Articled Clerks should deal with Clients 
Within reason, the student should be allowed 
every facility for study, to attend lectures and 
visit commercial libraries. He should be allowed 
to take a personal interest in the firm's affairs, to 
meet and deal with clients and to orgánize, as far 
as possible, his own work at the office; his ques- 
tions should be encouraged, intelligent con- 
structive criticism levied on his work and practical 
suggestions made for the easier comprehension 
of his studies. The principal will have been 
through the student stage himself and should 
appreciate how helpful a principal can be and 
how welcome is his interest. 

Whenever a particularly interesting point arises 
in everyday work, the clerk should be given the 
chance to familiarize himself with it; short 
informal lectures on accountancy matters can 
really give the subject life for the text-book- 
steeped student. He should be given jobs which 
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extend his knowledge rather than those which are 
convenient or which are distasteful to the older 
clerks, though his training must ensure he is 
accustomed to routine, for his acceptance of this 
may well prove the basis of his success in future 
practice. 
Duties to the Profession 

Whatever duties they may have and recognize 
towards each other, however, both articled clerk 


. and principal have an undeniable duty to the 


profession. The articled clerk is the principal's 
responsibility; his is the hand which will mould 
the professional character of this future account- 
ant, he is the model upon which the clerk vill 
base his own conduct, and in his attitude towards 
the profession will be found those principles 
which will govern that of the clerk, at least until 
his own mind has grown sufficiently to detect 
and eliminate the faulty elements therein. 
Professional conduct and etiquette, not to 
mention the responsibility which will fall upon 
the clerk by the attainment of his letters, are 
all things which are best instilled into him by his 
principal. For the principal to practise what he 
preaches is thus an obvious necessity. Even 
whilst unqualified, it is the clerk's duty to main- 
tain a certain dignity of manner, a high standard 
of personal appearance and avoid slackness in 
habit and speech, showing great respect to his 
principal and older members of the staff without 
cultivating an air of superiority, which would 
inevitably turn opinion against him. He should 
always regard qualified membership of the pro- 
fession as his goal, the privilege of which he must 
honour by the impeachability of his character. 


Many Factors Influence the Relationship 
With these factors in mind it will be appreciated 
that the association between articled clerk and 
principal is not entirely straightforward, being 
influenced by his duties and obligations on the 
one hand and the natural qualities of individual 
character on the other. It is a relationship wbich, 
whilst occupying a formidable and impression- 
able part of the student's life, is merely one link 
in a chain of similar associations for the principal. 

The repetition of such relationships must tend 
to create, for the principal, a fixed attitude to- 
wards articled clerks in general, little variation 
being occasioned to distinguish one from another, 
whereas each clerk who serves his term of articles 
has his own individuality and in its preservation 
naturally differs from his fellow, at least to some 
small degree, in his reaction to the principal's 
quinquennial pattern. 5 е 
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Development of Satisfying Friendships 
Some of these friendships flourish, others dwindle 
as the years pass, but the brevity of the enforced 
contact between the parties allows a hearty, if 
not intimate, relationship to be built up, in the 
face of possible conflicting characters. But it is 
where articled clerk and principal really know 
' one another, when they recognize in their know- 
ledge something more than just a passing 
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acquaintance, that the seed is laid which time 
will ripen into one of the most secure and satisfy- 
ing friendships which the clerk will ever know, 
and which the principal has ever experienced. 
It may be that these are extreme cases, but there 
is no reason why,.given the weather, the seed 
should not produce a crop of singular beauty, 


fine quality and memorable profit for both 


concerned. 


AUSTRALASIAN COMMENTARY —XI 


Professional Topics in Australia and New Zealand 


by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Evil of Cost-plus 


LLOWING that there are contracts 
А == on the specific basis of cost-plus, 
Mr С. №. M. Court, F.c.a.(aust.) has 
issued a salutary warning against the 'insidious 
form of cost-plus'. This occurs through the 
fixing of formulae based on past results. (The 
Chartered Accountant in ‘Australia, January.) 

Mr Court need have no fear of the validity of 
his concern. Accountants in public practice. in 
Australia manifest on the average a decided 
weakness in their failure to appreciate the cost- 
price structure in their clients’ lines of business. 
Too many of the auditors’ reports to directors 
on the directors’ sets of annual accounts contain 
recommendations which do not mean anything 
in relation to the operating situations in which 
their clients find themselves. For instance, a 
recommendation that a particular product price 
must be increased in order to improve a com- 
paratively adverse operational result has no 
meaning to a client who has no control over 
prices ruling on the market. 

- The form of analysis of most values to clients 
who are price followers is that pertaining to 
the erection of a cost structure within the frame- 
work of price. It is surprising, however, what 
deductions are often made from an historical 
analysis of product costs and product profits in 
relation to price in situations wherein price was 
never built by adding a profit margin to cost. 


l Budgeting 
Mr Н. S. J. Tilly, r.P.A.N.z., of New Zealand, 
points out that most New Zealand businesses are 


not big enough to justify the appointment of a 
. budget officer. As a result, the functions of such 


officer are passed to the accountant or secretary 
of the concern. Whoever does this work, however, 
should, he advises, insist that ‘the formula – 
sales less costs equals profit -be stated in the 
more positive way of—sales less profit equals 
allowable costs. 

The emphasis is on ascertaining required 
profits first and then controlling costs to give this 
profit. (The Secretary, Australia and New Zealand, 
January.) 

Assumptions 

An attempt has been made by Mr F. R. Morgan, 
B.COM.(HONS.) of Melbourne, to set down the 
assumptions basic to the theory of accounting. 
He considers there are three, viz. that the firm 
exists to earn income, that it is an indefinitely 
continuous entity, and that the future is un- 
certain. From these he argues that two corollaries 
are derivable - the necessity to estimate income 
for time period arises from the first two assump- 
tions; and the necessity to allow for the uncertainty 
factor when making actual estimates of income 
indicates the effect of the third assumption on 
the first corollary. (The Australian Accountant, 
January.) | 

A discussion on these views by а group of 
Sydney accountants produced general disagree- 
ment. Mr N. W. Lewis, A.C.A.(AUST.), thought 
that there could hardly be anything basic to 
accounting about a set of assumptions which 


“in respect of particular accounting entities and 


situations were not relevant. Mr J. A. Pringle, 
A.C.A.(AUST.), could not agree that the allegation - 
that the future was uncertain ought to be a basic 
assumption in accounting, because it was a 
proposition which was of a kind such, that it 
could only be true in some situations and false 
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in others. Mr L. O. H. Upjohn, A.C.A.(AUST.), 
thought that there was some confusion in the 
contention that ‘making a profit’ is the same thing 
as ‘earning income’ irrespective of what ideas 
one had on terminology. 


Advertising and Ethics 

There are a number of persons who are not 
members of one of the recognized Institutes and 
who, as a consequence of not being bound by a 
code of ethics, advertise fairly extensively for 
professional work, particularly in the taxation 
field. This sort of thing is most common in the 
country districts in Australia. 

One Institute-the Chartered~in an en- 
deavour to overcome the effects of this, has now 
authorized a form of advertisement which may be 
inserted in the press in any country area selected 
by the relevant State Council from time to time. 
Any advertising campaign is to be financed by 
means of a publicity fund built up by donations 
received from members in the area in. which 
such members desire advertisenients. The 


standard form decided upon carries the full: 


name of the Institute at the head-and advises 
that the announcement which follows is for the 
information of the public. It sets out the sort 
of person a Chartered Accountant (AUST.) is 
professionally and advises that he is forbidden 
to advertise or canvass for business. 


Supplemental Charter 


The Committee of The Institute of iene n 


Accountants in Australia responsible for the work 
on the Supplemental Charter and By-Laws 
reports that progress is being made and' it is 
expected that a meeting of members will be 
called early this year to obtain their approval to 
the draft documents. 


Research 

The Research Co-ordination Committee of The 
Institute of Chartered Accountants is reviewing 
two case studies prepared by one of the State 
Research Societies. These are to be published 
and will be referred to here when to hand. 

The above committee also recently reviewed 
the Institute’s Recommendations on Accounting 
Principles in regard to stock-in-trade, but 
recommended to General Council that no change 
be made in the existing wording of the recom- 
mendations. 

New Society | 

The Association of Accountants of Australia has 
now joined the new Australian Society of 
Accountants and is thus the third body to join 
in the merger. The strength of the new organ- 
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ization is now approximately 18,000 members. 

Fellows of the Society use the designation 
F.A.S.A., and Associates, А.А.5.А. The official 
journal is styled The Australian Accountant, the 
first issue of which, under the changed arrange- 
ments and auspices, was made-in January 1953. 


Valuation of Shares 
Although professional opinion generally favours 
the earning capacity method as being the most 
appropriate one for valuing shares, there are many 
accountants who incline to the asset backing per 
share as the thing indicating real worth. 

It is very interesting, therefore, to find that 
Australia’s highest judicial tribunal has recently 
given its emphatic. approval to the earning 
capacity method. The Stamp Duties Act in New 
South Wales empowers the Commissioner, in 
his discretion where shares are not listed on a 
stock exchange, to value the shares on the basis 

‘that the company is being voluntarily wound up 
on the appropriate date. Shares in a particular 
company not in liquidation were valued by the 
Commissioner on a liquidation basis. 

The High Court of Australia held that the 
powers of the Court conferred by the Act were 
so wide as to make it apparent that the decision 
of the Commissioner to adopt the liquidation 
basis was subject to judicial review. The Court 
pointed out that the usual mode of valuing 
shares in'a company which was a going concern 
was well settled and to value the shares in such 
a company on the basis that it is in voluntary 
liquidation at the date of a testator’s death savours 
of unreality. It was said that the choice of such a 
mode is not calculated to produce a fair value. 
That being so the Commissioner was wrong in 
adopting this method of valuation. (Commissioner 
of Stamp Duties (N.S.W.) v. Pearse (84 C.L.R. 


490).) | 

Auditors’ Re-election 
A note in the December 1952 issue of The 
Accountants’ Journal, of New Zealand, sets forth 
the view that it is wrong to state in the notice 
of the annual general meeting that the auditors 
‘offer themselves for re-election’. 

It is suggested that the words create a wrong 
impression in the minds of shareholders. It is 
an essential part of the relationship between 
professional man and his client that the first 

/approach is made by. the client and this is so in 
order to preserve the independent status of the 
auditor. An alternate form of wording which is 
thought better із – ‘Your directors recommend 
that the auditors, Messrs А. and B., should be re- 
appointed’. 
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RELATIONSHIP BETWEEN THE STATUTORY 
AUDITOR AND THE INTERNAL AUDITOR 


by W. G. DENSEM, F.C.A. 


S an accountant іп practice, І am in the for- 
Ass position when addressing the London 
Chapter of the Institute of Internal Auditors 
of being able to say that, without question, the 
relationship hetween the statutory auditor and the 
internal auditor should be of the utmost cordiality. 
Such cordiality should not be due simply to com- 
patibility of personalities ~ it 
must be based on mutual respect 
for, and appreciation of, the job 
each has to do, his capability for 
it and the way in which it is done. 
‘Job’ is a short word, but I use 
it here to embrace not only work 
performed but also the object of 
such work and the responsi- 
bilities attaching to its proper 
performance. 


Differing Objectives 

In this country we are mainly 
concerned with companies whose 
statutory auditors are appointed 
by the members to report upon 
the accounts presented to such 
members by the directors, who 
are the trustees or managers 
charged with the conduct of the 
corporate undertaking. Perhaps 
the best known of this auditor’s 
duties is the necessity of satis- 
fying himself that the accounts 
are true and fair. As the accounts 
are presented to the members it 
is not unreasonable to assume that the accounts must 
be true and fair as read by them. It is possible for 
accounts presented in a different form to give, in some 
regards, special information that may be required by 
management. These may be suitable for this special 
purpose and be understood by management and to 
them be true and fair; but nevertheless not fulfil these 
requirements as regards the members. 

On the other hand, the internal auditor is un- 
doubtedly appointed by the directors, or by manage- 
ment, to assist management, and he is primarily 
concerned with information in the form required by 
management. Further, the way in which he is.to 
assist is defined by management, . oo ee 

Thus, there are real distinctions in responsibility 
and in objective which in my opinion cannot be 
ignored. 

I do not subscribe to the view that the existence 


An address delivered to the London Chapter of the Institute 
of Internal Auditors on March 4th, 1953. 
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within an organization of an efficient internal audit 
department makes no difference to the work of the 
statutory auditor. On the other hand it is all too easy 
to assume that difference to be greater than it is. 


Nature of Internal Audit 

The internal auditor, in this country anyhow, is a 
relatively modern introduction 
into business organizations. The 
scope of his work varies accord- 
ing to the ideas of the manage- 
ment appointing him and one is 
apt, when considering the gen- 
eral question of relationship, to 
apply the circumstances obtain- 
ing in particular cases within 

one'sown knowledge. Thereisno Ţ 

definition of the responsibilities 

and objectives of the internal 
auditor which at present applies 
to every internal auditor. The 
statutory auditor has in the first 
place to consider whether or not 
there is in fact an internal auditor. 

There may be an individual who 

is given that designation but 

who is nevertheless misdescribed. 

The directors of your Insti- 
tute have approved a statement 
of the responsibilities of the in- 

' ternal auditor, the opening para- 
graph of which deals with the 
nature of internal auditing and 
reads as follows: 

'Internal auditing is the independent appraisal 
activity within an organization for the review of the 
accounting, financial, and other operations as a 
basis for protective and constructive service to 
management, It is a type of control which functions 
by measuring and evaluating the effectiveness of 
other types of control. It deals primarily with 
accounting and financial matters but it may also 
properly deal with matters of an operating nature.’ 
I place great importance on the words ‘independent 

appraisal activity’ in conjunction with a further state- 
ment that the internal auditor’s review and appraisal 
does not in any way relieve other persons in the 
organization of the primary responsibilities assigned 
to them. 

Without detracting from the value of the internal 
auditor to an organization, these extracts surely imply 
that the accounting department should at least 
operate effectively, if not efficiently, quite apart from 
the activities of the internal auditor. Efficient opera- 
tion demands effectiveness combined with economy 
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of effort. To operate effectively the accounting depart- 
ment must have its system of internal ch sd If the 
internal check depends in any way upon work per- 
formed by the internal auditor a difficulty arises, 
since to that extent the internal auditor is not per- 
forming his proper function but has become involved 
in routine accounting work. 

Jt is essential for the statutory auditor to determine 
whether or not he is concerned with the activities 
of an internal auditor properly so-called or with an 
official so designated whose work really forms part of 
the system of internal check. It may happen that one 
individual's work is partly the one and partly the other. 

Му remarks in this paper apply only to the internal 
auditor who is carrying out an 'independent appraisal 
activity' or to his work to the extent that it can be so 
regarded. The statutory auditor is also. primarily 
interested in the activity of the internal auditor as 
applied to accounting and financial matters. The 
scope of the latter's work can be extended far beyond 
financial records and accounts into matters which may 
not directly concern the statutory auditor at all. 


Examination of Detail. 


The statutory auditor, with a view to satisfying 
himself as regards the final accounts presented to 
members, wishes to assure himself that the original 
accounting records are correct, that they deal with 
facts and properly present them; in other words 
that the accounting records are reliable. The internal 
auditor is also concerned with their reliability – not 
„primarily with reliability for the production therefrom 
of published accounts for presentation to members, 
but for the production of statements for management, 
upon which to base decisions of policy and to assist 
in control of performance. 

Part of the programme of work undertaken by the 
statutory auditor is designed to satisfy himself that 
the accounting records are reliable or to determine 
how far they are reliable. The extent of his examina- 
tion of detail must depend upon the circumstances 
he finds, such as the state of the records or the errors 
(if any) revealed by his testing. The system of internal 
check would also be considered. Normally, if the 
system is sound in conception and tests disclose that 
it is operating effectively, the statutory auditor will 
feel justified in reducing the amount of detail tested. 

The internal auditor will adopt much the same 
auditing procedures in order to satisfy himself that 
the accounting records are reliable. He will certainly 
examine the system of internal check and make tests 


to prove that it is being properly carried out. Thus ` 


it is inevitable that the two auditors are, at this stage, 
working with the same objective and employing 
similar means. 

It seems to me that the statutory auditor 13 justified 
in having regard to an independent and competent 
appraisal of the accounting system and the detailed 
records. He would not be justified in eliminating 
entirely his test of detail work but he may be able to 
reduce the extent of his tests. 
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Audit of Internal Audit 


'This does not mean that the two auditors will not 
to some extent cover the same ground. The ultimate 
responsibility still rests on the statutory auditor. 
Having determined that there is an independent 
internal auditor it is necessary to go further and 
ascertain that he has satisfied himself that the records 
are reliable and that the steps he has taken to that 
end are reasonable and adequate. This will entail 
at least a consideration of the reports made by the 
internal auditor and of his programme of work and, 

ssibly, a test of detail work already examined by the 
internal auditor. I think that the internal auditor's 
work is of importance to the statutory auditor but on 
the other hand it is wrong to assume that because the 
internal auditor has carried out work which otherwise 
would be done by the statutory auditor, the latter can 
therefore rely on the internal auditor's work in that 
respect and take no further steps to satisfy himself. 

'l'his brings me back to the job each has to do. То 
my mind some duplication of work is inevitable if 
the internal auditor is to be free to undertake the 
maximum responsibilities which your [Institute 
suggests should be assigned to him. Both auditors 
may have to satisfy themselves on the same points and 
it is an over-simplification of the problem to assume 
that if one is satisfied the other will not require to 
make his own independent examination of the 
position. 


Independence of Internal Auditor 


Internal auditing is the independent appraisal 
activity; what, however, does independent mean in 
this sense? Clearly, to be of value to management, 
the internal auditor must not be subordinate to any 
official responsible for departments being audited; 
but the internal auditor must necessarily be subject 
to direction by management. It may be by way of 
instruction to pay particular attention to certain 
sections of the organization (or even to ignore other 
sections) or, less obviously, by the failure to provide 
sufficient personnel for the completion of an adequate 
programme of work. Also one must not forget the 
tendency of management to think that the secondin 

of the internal auditor to do a special piece of werk 
in a temporary emergency is a useful expedient 
causing the minimum disturbance to the organiza- 


. tion as a whole. 


One is seldom dealing with the ideal organization 
in which the scope of the internal auditor's activities 
is subject to no limitations. Only too often limita- 
tions exist which are not fully realized by management, 
although they are by the statutory auditor, and may 
present problems to him when attempting to obviate 
duplication of work. 

То members of your Institute I need hardly men- 
tion capability for the job. The work of an internal 
auditor calls for a high degree of training and pro- 
ficiency i in accounting and auditing techniques – and 
also for experience. A management that decides to 
appoint an internal auditor, properly so called, almost 
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certainly insists that a competent person is appointed. 

You will, I hope, forgive me for mentioning, as a 
factor to be considered by the statutory auditor, the 
way the internal auditor does his job. It is a very real 
practical problem. A properly conducted audit takes 
time and costs money. Can the internal auditor 
always get all the staff he requires to make his 
department as effective and its work as comprehensive 
as he would like? If he can, there will be no difficulty; 
if not, then some work will have to be restricted 
and it may very well be that which is of particular 
importance to the statutory auditor. 


Co-operation 
I have no doubt that a properly constituted internal 
audit department can and should be of assistance to 
the statutory auditor; but that is not the objective 
or even a subsidiary objective of the internal audit 
department. Its sole purpose is to assist management. 
Co-operation between the two auditors is subject to 
two overriding considerations. First, that such co- 
operation does not interfere with the internal 
auditor's primary duty of assisting management and 


of rendering such assistance in regard to such matters ` 


as may be requested by management. These may be 
entirely different from those to which the statutory 
auditor would like attention to be given. Secondly, 
that the statutory auditor must himself be satisfied 
that the accounts presented to members are true and 
fair. 

It is often possible by co-operation to reduce 
duplication of work to a necessary minimum. M - 
ment may that the internal auditor should not 
be responsible for work which the statutory auditor 
must do. In some cases it may be convenient for work 
to be done jointly. 

I myself feel that it is unplanned co-operation that 
is the most valuable. It is to be expected that the 
internal auditor will become familiar with every 
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phase of the organization to which he is attached and 
particularly with the accounting and internal check 
systems. His knowledge can at times be of great 
assistance to the statutory auditor. Unusual trans- 
actions can be most troublesome ~ по one seems to 
know whether every aspect has been dealt with. Тће 
internal auditor will presumably have had to deal 
with the problem and can help considerably in 
indicating where the necessary information can be 
found. 

The internal auditor is increasingly concerned with 
matters other than accounting. He is often responsible 
for reviewing performance as compared with plans 
and thus provides a further source of information on 
those matters and his review can be of importance to 
the statutory auditor in cases where stock values might 
be affected. At times he can give an independent 
explanation of unusual variations in figures. 


Conclusion 

In conclusion I would repeat that, irrespective of 
the existence of an internal audit department, the 
statutory auditor has certain responsibilities. It is 
for him to decide, in the circumstances of each case, 
what reliance he is justified in placing on the work 
of the internal auditor and whether or not he can 
reduce the extent of his examination of detail. His 
judgment of the facts will certainly take into account 
not only the level of management to which the internal 
auditor is responsible and the degree of importance 
attached to his work by management itself, but also 
the extent and effectiveness of the internal audit. 
Both extent and effectiveness must be practical and 
not theoretical and thus depend upon the серны 
of the internal auditor and the adequacy of his staff. 

Perhaps you prefer the shorter statement that the 
statutory auditor will first satisfy himself that there is 
truly an independent and competent appraisal 
activity. 


WEEKLY NOTES 


Budget Day . 


As was generally anticipated, the Chancellor of th 
Exchequer will present his Budget to Parliament on 
"Tuesday, April 14th — the day on which the House of 
Commons will reassemble after the Easter Recess. 
This was officially announced on March 19th by the 
Leader of the House, Mr Harry Crookshank. 


Finance for Estate Duty on Private Companies 


When the founder or a principal shareholder of a 
private company dies, his executors usually have to pay 
estate duty on a proportion of the assets of the com- 
pany, rather than on the market value of the shares. 
This increases the difficulties inherent in high rates 
of estate duty, and the more successful the company, 
the more it is likely to suffer.. Raising money to-pay 
duty without disposing of control or of continuity.of 


management is a difficult problem and could only 


` be satisfactorily settled by a revision of estate duty law. 


However, in the meantime, a new opportunity of 
raising estate duty has been brought into being by 
the incorporation of a private finance company which 
is to specialize in this field. It is the Estate Duties 
Investment Trust Company Limited, having an 
initial fully paid capital of £1 million, all in ordi 


' Shares. Its object is to provide a 'reliable and neutral 


means for acquiring and holding as an investment the 
shares of private companies, thus meeting the needs 
of those wishing to dispose of such shares. The 
capital has been contributed by seven leading in- 
surance companies and a number of well-known 
investment trust companies. The management has 
been entrusted to Industrial and Commercial Finance 
Corporation Limited which has the n 

organization and the experience of the kind of 
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industrial concern whose shares are likely to be 
acquired. It is stated that the new company will be 
careful not to interfere with the management of the 
companies whose shares it holds. At a later stage the 
company may be converted to a public company and 
seek a quotation on the Stock Exchange. Although it 
should certainly supply a pressing need, the new 
company does not of course solve the estate duty 
problem; only Mr Butler can do that. The company’s 
address is: 7 Drapers’ Gardens, London, ЕС2. ` 


The Royal Commission and the Irving 
Fisher Proposals 


The first report of the Royal Commission on the 

. Taxation of Profits and Income contained a reference 
to a type of expenditure tax advocated by the late 
Professor Irving Fisher, an American economist, 
namely, a graduated tax under which the measure of 
a person’s liability is determined not by his income 
but by his expenditure, including expenditure out of 
capital and other resources. The Commission obtained 
from the Chancellor in October 1952 a ruling that 
this type of tax was not within the Commission’s 
terms of reference. The ruling was in the following 
words: 


With the level of indirect taxation which we have ' 


now reached, and the extent to which the expendi- 
ture of those whose expenditure is not confined to 
necessaries includes. a large element of payment of 
tax, it seems to me that it would be impossible to 
carry through the examination of a scheme of taxa- 
tion on expenditure without also examining on 
fairly fundamental lines the scope and purpose of 
indirect taxation.’ 
This ruling has not satisfied the Opposition, for Mr 
Gaitskell asked the Chancellor on March 17th why 
it had been made and pointed out that Mr Butler’s 
objections applied equally to income-tax itself. We 
might add for our own part that profits tax in effect 
largely follows the Irving Fisher lin e. However, Mr 
Butler felt that the Commission had quite enough to 
do already. 


The T.U.C. and the Budget 


The Chancellor of the Exchequer has now received 
the recommendations of the General Council of the 
Trades Union Congress on the coming Budget. The 
Council recognizes the need to ease the burden of 
Government expenditure by reducing less essential 
expenditure where practicable, but deprecates any 
substantial lowering of welfare expenditure and 
warns that such a lowering would have repercussions 
in wage demands. It recommends that any tax 
increases should be in direct taxation, particularly 
income-tax. Excess profits levy should be repealed 
and initial allowances restored, but the lost revenue 
should be made up by an increase in the rate of profits 
tax on distributed profits and there should be 
statutory limitation of dividends. The T.U.C. again 
recommend a tax on capital gains above a certain 
figure; alternatively an increase in stamp duties on 
stocks and shares and.on property. Post-war credits 
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should be repaid more rapidly, say, by reducing the 
qualifying age by one year annually. Purchase tax on 
household commodities and on redundant goods 
should be reduced. 


External Trade in February 
February is normally a low month for exports and 
imports containing, as it does; fewer than the average 
working days. Last month was no exception to this. 
Both imports and exports were lower than January 
and exports were on the low aide even for the time of 
the year. 

The visible trade gap was considerably reduced 
compared with January, falling from [62:3 million 
to £39 million. Thus, if allowance is вх for the 
element of c.i.f. in imports being a sterling liability 
at the conventional estimate of 10 per cent, the trade 
gap was very small indeed. Another bright feature 
of the figures is the comparative buoyancy of the 
value of exports to North America, particularly to 
the United States. This time of the year is normally a 
quiet time for exports to Canada. Goods shipped to 
North America totalled £22-6 million and this along 
with the figure for January gives a favourable com- 
parison with the same time last year. 

In spite of these bright features, the impression 
remains that there is at present a lack of resilience 
about exports and that the trade gap is being kept 
low by external trade balancing out at a low level 
based on the low level of imports initiated a year 
last November, rather than on an improvement in 
trade all round. 


Shipping and the External Balance 


Some of the adventitious and spurious benefits 
which come to a country when it achieves an external 
trade balance, by equating imports and exports at 
continuously lower levels, come out from an ex- 
amination of the annual report of the Liverpool 
Steamship Owners' Association. 

The fall in the value of imports last year was 
accompanied by an increase in tonnage imported, 
but this was mainly due to an increase in the im- 
ports of petroleum in crude form. The fact that 
volume could go up while prices fell is testimony to 
the important role played last year by falling world 
prices. Food, drink and tobacco imports were lower 
in volume and во were raw materials, but there was 
a slight rise in manufactures. So far as rts were 
concerned, there was a very small increase in volume. 

One of the consequences of these changes in 
volume was a speedier turn-round of shipping 
tonnage and the Association point out that the world- 
wide contraction of trade brought a similar increase 
in efficiency in other ports throughout the world. 
A chronic problem for the industry is thé continued 
low level-of coal exports which severely reduce the 
level of exports and force tramp tonnage to make - 
outward trips in ballast. The increased imports of 
crude oil are; of course, to be welcomed but they are 
carried in specialized ships and give no icd to the 
problems of the tramp owners. 
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FINANCE AND COMMERCE 


Stock markets at last appear to have succumbed to the 
restricting influence of the long Easter account and 
the seasonal uncertainties of the Budget period. 
The appearance of sizeable new issues in the gilt- 
edged market has also been a factor in halting the 
upward movement in prices. 


Colossal 


The 1952 report of The Bowater Organization, now 
issued, is colossal. It runs to ninety pages, 1148} 
inches, excluding the covers and as might be expected 
from a company whose business is paper, the finish 
is excellent. Pages one to five introduce the Organ- 
ization, give the contents of the book, outline the 
constituents of the Group at home and oversea, and 
present the personnel – directors, principal officers, 
bankers, legal advisers, auditors and consulting 
accountants. 

Onwards to page forty-four is a description of the 
business and its main aspects – wood-pulp, logging, 
pulp grinding, china-clay and various phases of 
paper- and board-making – complete with pictures. 


After that, it is a feast of figures with, firstly, the | 


consolidated profits and net assets in summary 
form. That ground is then covered in detail, and is 
followed by the main company’s own balance sheet. 
A consolidated balance sheet and profit and loss 
account with directors’ report is given for Bowater’s 
Newfoundland Pulp and Paper Mills and its sub- 
sidiaries. After that come the separate reports and 
accounts for Bowater’s Lloyd Pulp and Paper Mills; 
Bowater’s Mersey Paper Mills; Bowater’s Thames 
Paper Mills; Bowater’s Sales Company and sub- 
sidiaries; and a balance sheet for Bowater’s Sales 
Company alone; Associated Bowater Industries and 
. subsidiaries; and the Associated Bowater Industries 
balance sheet; and finally the schedules showin 
movements in reserves, etc. Over forty pages o 
reporting and accounting! 
any shareholders will probably be content to 
look at the pictures. For the experts, it is merely a 
matter of time. We reproduce the consolidated 
accounts of the Corporation. 


Enfield Cables А 


There bas now been published the report of the 
investigation carried out by Messrs Peat, Marwick, 
Mitchell & Co, Chartered Accountants, into the 
affairs of Enfield Cables Ltd. Readers will recall 
how on December 12th, 1951, with the end of the 
financial year only three weeks ahead, the directors 
forecast in connection with an issue of shares to 
shareholders that 1951 profits would not be below 
the 1950 figure and how the Board had to admit in 
May, 1952, that profits had actually fallen from 
£396,796 to £71,752. The accountants’ investigation 
followed at the Board’s request. s 
The present communication runs to some twenty 


quarto pages of which the first three are given to a 
report from the stockholders’? committee and the 
remaining seventeen to the accountants’ report, one 
of the fullest reports of its kind we have seen provided 
for members ofa public company. 1t may be stated at 
once that the directors are found to have acted in good 
faith in the making of the unfortunate profit forecast. 
How far that good faith was based on sound 
business accounting, however, can be seen from the 
following short extract from the accountants’ report: 
‘In any large scale undertaking, it is now custom- 
ary for the Board to be presented with monthly or 
periodic accounts which give them reliable and 
up-to-date information regarding current trading 
and for the management to have proper costing 
records to assist them in quoting for business and 
controlling production. In the case of this company 
the Board received up to the end of last year (1951) 
no such accounts and the management had no proper 
costing records. Moreover the company lacks book 
stock records, and therefore: 
(а) it is not possible to ascertain the total stocks 
and work in progress other than by means of 
a physical stocktaking, which is a formidable 


task, and 

(5) the normal check at balance sheet dates where- 
by physical stocks are compared with book 
stocks is not available.’ 


Costing System Needed 


The report goes on to record that the need for a 
proper costing system has been recognized and that 
certain preliminary steps to that end have been taken 
but that ‘the absence of a proper system of materials 
control in the factories has, however, proved an 
obstacle.’ 

In some part, the report explains, the company’s 
position is due to its expansion into the -rubber 
manufacturing industry. j^ already had: a rubber 

rocessing plant for its rubber cable works. In the 
investigating accountants' view, this project can be 
criticized on a number of grounds, the first of which 
is 'entering a highly competitive trade on such a 
large scale without the adequate technical staff so 
essential . . .' and the last, ‘inadequacy of the costing 
and estimating systems.' 

Regarding the capital issue of December, 1951, and 
the profit forecast, the accountants state: 

*Our main criticism of the matter is that although 
the estimate was made when most of the financial 


year had passed, no figures of estimated profit were 
ever laid before the Board or called for by the Board. 


Money Market 


For the £260 million of Treasury Bills offered on 
March 2oth, applications totalled £351,030,000. The 
market obtained 63 per cent of requirements and the 
average rate was virtually unchanged at £2 7s 11'784 
per cent. This week's offer is £250 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Mechanized Accounting 

Sir, - Mr B. B. Swann, in his létter published in 
your issue of March 7th, draws welcome attention to 
the fact that considerable development work in the 
commercial use of high-speed computers is being 
done under the sponsorship of the National Research 
Development Corporation. 

. 'The annual report of the National Research 
Development Corporation states that a contract has 
been given for the supply of four machines essentially 
similar to those installed according to the design of 
Professor Williams, F.R.S., at Manchester University. 
The. report also refers to a contract for a prototype 
machine of very much reduced size. 

Tt is to be hoped that Mr Swann's reference to the 
building and delivery of machines ‘at regular intervals’ 
means that in addition to the above, further machines 
are being designed and built for commercial use. 

Mr Swann feels that the paper to which he refers 

‘seems to be thinking all the time of the clerical 

work involved in invoicing etc., and has overlooked 

the great volume of work which has to be done in 

certain branches of design, production engineering, 

industrial statistics and so on'. 
Unfortunately, the paper referred to specifically 
covered the-field of accounting, and it would perhaps 
not have been proper to include in that field the work 
of engineering design and production which are not 
normally the province of the accountant. There was 
no intention to overlook this great volume of work. 
It was intended to show that perhaps in the field of 
accounting alone there could be sufficient work to 
justify the use of these machines. | 

Mr Swann rightly points out that the machines 
are also suitable for these other fields of work, but he 
also rightly states in his last paragraph that to 
enable the computer to do all the different activities 
which are desirable does lead to an elaboration of the 
equipment. This being so, it might prove unsatis- 
factory to try to install these machines to cover not 


only the vast field of accountancy but also simul-: 


taneously to cope with the calculations required by 
the same undertaking in the fields of design and 
engineering. "Yours faithfully, 

Sheffield, T. . Е. CLIVE ре PAULA. 


Savings and Living Standards 


Sia, - Mr Trimby is to be congratulated on his letter 
in The Accountant of March 14th, especially for his 
reference to high moral standards. The raising of 
these standards is undoubtedly the answer, and the 
only answer, to all our economic difficulties, and our 
profession can and, I hope, will, play a very large 
part in building the new spirit which is во desperately 
needed in the country. 

As . professional accountants, we owe our very 


existence to the need to maintain honesty and 
integrity in commerce, and on the whole we have 
striven hard to do this, though in recent years the 
fight has been more and more a defensive and a 
losing one against increasing forces of demoralization. 
Tt is always reassuring to find more kindred souls who 
see the moral issues clearly. By fighting, and if 


.necessary, sacrificing, in order to make all our 


decisions on the basis of what is right, and so en- 
couraging our clients to do likewise, I am sure we 
can infuse new vitality into the country. 
| * Yours faithfully, 
London, EC3. D. А. BLOFIELD. 


Standard Cost Accounting 


Sm,- Some further thoughts on Мг Bryant's 
article, published in your issue of January 24th may 
be of interest. It is agreed that wherever possible a 
budget normal and standard hour should be chosen 
which will cause anticipated output to show activity 
and efficiency ratios of 100 per cent, i.e. base 2 (5) in 
Table I of the above-mentioned article; so that under 
normal anticipated conditions clock hours worked 
and standard hours produced shall be numerically 
the same. Any variation from тоо per cent in either 
activity or efficiency ratio will then tell management 
that conditions are not ‘equal to expectations’. 

In practice a difficulty arises in assessing the 
anticipated time to be taken by a group of piece- 
workers on a job or jobs and hence in calculating 
the base for standard hours. This difficulty arises 
from the mental attitude of the worker. Informed 
opinion agrees that the output of ‘the average piece- 
worker’ will vary directly, though not necessarily 
proportionately, with the amount of work available, 
and so any attempt to assess the anticipated time per 
piece, on which the standard hour will be based, 
must have regard to the anticipated rate of pro- 
duction of the factory. 

In theory, when work is short, men should work as 
hard as ever and either do maintenance work, or be 
paid ‘waiting time’, or go home when there is no more 
piece-work, and conversely, when the factory receives 
an excess of orders, more men should be engaged, 
since the existing labour force is supposed to be 
fully extended. In practice, these things may happen, 
but it is more probable that the existing piece-workers 
will, consciously or unconsciously, alter their rate of 
production with the flow of work so that piece-work 
earnings will fall in slack times and rise in busy ones. 
There is also the point that in busy periods direct 
labour may be better serviced, which will tend to 
increase piece-work earnings. 

Thus a ‘normal’ based on an unusually rate 
of production will lead to the recording of unfavour- 
able efficiency variances when the factory’s rate of 
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output drops to average and conversely а normal 
based on a low rate of production will lead to the 
recording of favourable efficiency variances during 
periods of average production. 

While these figures would be an accurate reflection 
of fact, it appears to be necessary to choose not just 
the average piece-worker, but the average piece- 


worker when the factory is running at the average 


rate of output as the person whose rate of output 
should be considered normal, since only then will 
` both activity and efficiency ratios appear as 100 per 
cent when everything is ‘equal to expectations’. 
The point is admittedly a nice one but its application 
in practice is surely worthwhile, for only then will 
management be justified in assuming that rro per 
cent means ‘I’m doing well’, and go per cent, "There 
is something wrong here, I must look into it’. 
Experience proves that there is little point in showing 
management a figure of, say, 150 per cent and saying, 
*You are based on 200 per cent so that is a pretty poor 
effort’. Management is inclined to look at the figure, 
ignore the comment, and go on its way rejoicing. 

Of course, if time study were in operation in the 
factory, the necessity of finding the average piece- 
worker at the average rate of output would not arise, 
for the time-study engineer would alter the rating of 
the same individual at different historical times, 
in this way making the same adjustment. It might be 
necessary to explain to the time-study engineer that 
the rate of output at the moment of his study was 
abnormally high or low, and that he must not assume 
the factory to contain an exceptional proportion of 
fast or slow workers, merely because he saw most 
people moving unusually fast or slowly at the moment 
of his study. In other words, with time study in 
operation the adjustment falls to be made by the 
time-study engineer, in its absence the budget builder 
must attempt the same thing. 

Yours faithfully, 
Lincoln. R. 5. BEESLEY. 


Loan or Remuneration ? 
Sir, – The point raised by ‘Taurus’ regarding ‘Loan 
or remuneration?’ (March 7th) shows an interesting 
facet of the Inland Revenue Department. Occasions 


quite often arise when one is met with a proposition ` 


commencing with the phrase ‘The official view 18... 

It cannot be emphasized too strongly that a sum 
is not assessable as income for tax purposes unless it 
falls within the taxing statutes. Clearly, in this case, 
the loan to the director is not income within the 
meaning of the Income Tax Act, 1952, and the 
proposition of the Inspector should be rejected on 
the grounds that there is no statutory authority for 
80 treating it. 

If the assessment should be issued by the Revenue, 
an appeal to the Commissioners would be indicated, 
on the grounds that the assessment was not in 
accordance with facts. 

As a final point, “Taurus’ may care to consider the 
possibility of a repercussion under Section 245, 
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Income Tax Act, 1952, should the rejection of the 
Inspector’s proposal result in an assessment being 
levied by the Special Commissioners on the whole 
of the company’s profits, the loan having presumably 
been paid therefrom. The effective risk of such an 
eventuality arising would doubtlessly depend upon 
the degree of liaison between the two Inland Revenue 
bodies – a matter on which we in the profession are 
not likely to receive much information! 
Yours faithfully, 
FREDK. A. J. COULDERY, 
Hove, Sussex. A.C.A., А.А.С.С.А., А.С.С.8. 


Effective Cost of Dividends 


Sir, - I am obliged by Mr A. К. Andrews’ interesting 
letter in your issue of March 14th, in which he notes a 
slight ambiguity, rather than a slip, in the second 
formula of my earlier letter. 

If I may make myself clear, it is agreed that, by 
formula (i), on a dividend of £100 a further 45 per 
cent is required, i.e. £45: or, alternatively by formula 
(ii) of the £100 only 252 10s is paid in actual cash, 
the excess is 6/7ths of £52 10s ie. £45, as before. 

Mr Andrews’ formula gives a comparable, but not 
identical, result in effect by saying: £52 10s plus 
37/218ts ‘of £52 tos is £145. 

Yours faithfully, 
E. K. LANDLESS. 


Issue of Certificates of Practice 


Sir, – Mr Hadgraft, in his letter regarding issue of 
certificates of practice published in your issue of 
March 14th, has suggested a restriction which, if 
adopted as he proposes, would cause much hardship 
to a certain class of member, 

Members who qualify after a number of years of 
professional experience prior to articles would most 
certainly be unjustly treated. 

It is hoped that Mr Hadgraft would not include 
this class of member in the category of ‘raw member’. 

Yours faithfully, 


Liverpool, 23. 


Wembley Park, Е. A. DUCHEZEAU, A.C.A. 
Middlesex. 
Audit: Sums owing to Client by Ministry 


of Supply 
Sm, – What, in the experience of your readers, is the 
best way of confirming, for audit purposes, the sums 
owing to the client by the Ministry of Supply? We 
have a client with continuing contracts under which 
deliveries are repeatedly being made; tbe client makes 
out an invoice, but only for internal purposes, for the 
Ministry of Supply routine has to be observed 
whereby forms (with many copies) accompany the 
goods. The forms are dealt with where the goods are 
received and some time afterward it is possible for 
the supplier to claim payment. How does one verify 
the amount owing at any particular date? We wonder 
what the experience of other firms is in attempting a 
‘spot’ audit. ' Yours faithfully, 
MOS-QUITO. 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


D'Avigdor-Goldsmid v. C.I.R. 
In the House of Lords — February sth, 1953 
" (Before Viscount Ѕтмом, Lord PORTER, Lord MORTON 
or Henryton, Lord Rem and Lord ASQUITH oF 
BISHOPSTONE) 

Estate duty — Life assurance policy – Premiums by 
deceased — Death more than five years before — Change 
of beneficiaries - Whether kept up for benefit of a 
designated donee — Whether interest accruing or arising 
on deceased's death — Customs and Inland Revenue 
Act, 1881, Section 38 — Customs and Inland Revenue 
Act, 1889, Section Іт — Finance Act, 1894, Sections 
2 (1) (c), 2 (г) (d), 13, 15 – Finance (1909-10) Act, 
1910, Section 59 (2) — Finance Act, 1939, Section 30. 

In 1904 the deceased took out a policy on his own 
life, and paid the premiums. In 1907 he made a 
marriage settlement which included the policy, and 
he covenanted to pay the premiums. The deceased's 
interest under the settlement was a protected life 


Finance Act, 1894, was concerned was the contract 
of assurance, and that the section did not apply as no 
beneficial interest in the contract arose or accrued on 
the death of the deceased. 


In re Brassey's Resettlement 


In the House of Lords – February 5th, 1953 
(Before Ear! Jowrrr, Lord Porter, Lord RED and 
Lord ASQUITH or BISHOPSTONE) 

Estate duty – Cesser of interest – Trust for keeping up 
insurance policies — No interest of deceased in policies — 
Policy money passing into trust fund – Continuance of . 
life interest — Whether a cesser of interest on death of life 
assured — Finance Act, 1894, Sections 2 (1) (b), 7 (7). 

By a deed of appointment and resettlement it was 
provided that the trustees should apply certain 
income, as far as was necessary, to the payment of 
the premiums of insurance policies on the life of 
the tenant for life, and should hold the balance of the 


interest, and subject to a rent-charge for his wife income upon protective trusts for the benefit of his 


the trust fund was limited to the first and other 
sons of the marriage in tail male. In 1928 a private 
Act of Parliament was passed whereby the deceased 
was empowered to convey his life interest to the 
person who was next entitled in remainder on his 
death. This power was exercised in 1930 by a disen- 
tailing deed whereby the plaintiff, the deceased's son, 
with the consent of the deceased, conveyed the trust 
пау to the trustees freed from the deceased’s 
ife interest and from all subsequent limitation. 

By a deed of resettlement of the same date, the 
trustees were to hold the policy as a part of the trust 
fund, and by a deed of appointment in 1934 the 
policy was thenceforth held by the trustees in trust 
for the plaintiff absolutely for his own use and benefit, 
and discharged from the trusts declared by the 
resettlement. The plaintiff accordingly then became 
the absolute beneficial owner of the life policy. On 
the death of the deceased in 1940 the plaintiff 
received the sum assured plus bonuses. 

Thirty-three premiums were paid on the policy, 
and the last six were paid by the plaintiff. More 
than five years elapsed between the day on which 
the policy was appointed to the plaintiff absolutely 
and the day of the deceased’s death. 

In the Courts below the Inland Revenue contended 
that estate duty was payable either under Section 2 
(1) (c) of the Finance Act, 1894, on the basis that the 
deceased had kept up the policy for the benefit of 
the plaintiff as the donee, or under Section 2 (1) (d) 
of the same Act on the basis that a beneficial interest 
accrued or arose on the deceased’s death. In the House 
of Lords the Inland Revenue abandoned the first 
contention. 

Held (reversing the judgment of the Court of 
Appeal), that the interest with which Section 2 (1) (4), 


‘son. After the death of the son the capital and income 


of the trust fund were to be held for his issue, and if 
no child of his took a vested interest, the trust fund 
was to be held as he should by will or codicil appoint. 

From the date of the resettlement until the date 
of the death of the tenant for life the premiums on 
the policy were paid by the trustees out of the trust 
income, and the balance of the income was paid to 
the son. The latter had not exercised his power of 
appointment in favour of a surviving wife, and he had 
no issue; and in these events the trust fund would, 
on his death, pass to the residuary legatees under the 
life-tenant’s will.» 

The Inland Revenue contended that estate duty 
was payable, on the life-tenant's death, in respect 
of the slice of the trust fund, which was required by 
the income thereof for the payment of the premiums 
on the assurance policies. The claim was made under 
the Finance Act, 1894, Section 2 (1) (5), on the footing 
that on the death of the life-tenant there was a cesser 
of an interest and the accruing or arising of a benefit 
thereby. 

It was contended for the trustees that on the death 
of the life-tenant there was no cesser of interest 
because (1) there was merely the cesser of the pay- 
ments of premiums; (2) the interest of the life- 
tenant’s son remained as it was before, namely, a 
reversionary interest in the capital of the trust fund; 
(3) Section 2 (1) (5) was not concerned with interests 
in remainder. 

Held (reversing the judgment of the Court of 
Appeal) that on the life-tenant’s death no other 
benefits accrued or arose to the remaindermen within 
the meaning of Section 2 (т) (b) of the Finance Act, 
1894, and that estate duty was, therefore, not payable 
in relation to the life-tenant's death. 
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MEETING AND DINNER IN CHESTER 


The Chester and North Wales Branch 
of the Liverpool Society of Chartered Accountants 


The fifth annual general meeting of members of the 
Chester and North Wales Branch of the Liverpool 
Society of Chartered Accountants was held at Bollands 
Restaurant, Chester, on Friday, March 2oth, 1953, and 
. was well attended: Mr J. Ellis Evans, O.B.E, T.D., 
F.C.A., was in the chair. Officers of the Branch for the 
ensuing year were elected as follows: 

Chairman: Mr A. К. Tunnock, A.C.A. 

Vice-Chairman: Mr Reginald T. Smith, F.c.a. 

Hon, Treasurer: Mr Norman Johnson, F. С.А. 

Hon, Secretary: Mr Е. Hack, F.c.a. 


The report of the Committee recorded an active 
year and showed a total of members at December 
3181, 1952, of sixty-nine 


Annual Dinner 


The annual dinner was held at the conclusion of the 
annual general meeting: Mr A. K. Tunnock, A.C.A., 


е newly-elected chairman, presided, and about sixty ` 


members attended, 
Among the guests present were: 


Messrs J. Н. Ball (Н.М. Inspector of Taxes, Chester 
Ist District); Derek du Pré (Editor, ‘The Accountant’); 
а. N. Fullagar, F.c.a. (President, Liverpool Society of 
Chartered Accountants); W. R. MacGregor, F.c.a. (Former 
member of the Council of the Institute); Brigadier H. S. K. 
Mainwaring, C.B., C.B.E., р.8.0., т.р. (Н.М. Lieutenant for 
the County of Flint); Messrs Н. Parsonage, А.8.А.А. 
(Chairman, Chester and North Wales Branch, Soctety of 
Incorporated Accountants); G. F. Saunders, F.c.a. (Member 
of the Council of the Institute); W. P. Scowcroft, A.C.A. 
(Vice-President, Liverpool Society of Chartered Accountants). 


Only Fly in the Ointment 


Proposing the toast of "I'he Institute of Chartered 
Accountants in England and Wales’, Brigadier 
Mainwaring congratulated the members on belonging 
to a profession with ‘such an assured future’; he 
continued: 


‘The only fly in the ointment that I can see is that you 
should price yourselves out of existence or that your clients 
should be taxed out of existence by the Chancellor. of the 
Exchequer.’ (Laughter.) 


Confidence, he said, is the keynote of industrial 
expansion and of industrial finance; in its establishment 
and maintenance, the accountant plays a most im- 
portant part. 


“There are many like myself’, he continued, ‘who are 
inclined to get a headache when confronted with a mass of 
figures, and whose only achievement at getting figures to 
balance is their self-imposed task of adding up their weekly 
milk record sheets both sideways and 
Sunday afternoon.’ (Laughter.) 

“We are amazed at what appears to be a conjuring trick, 
by the way the expert reduces all the innumerable books 
of account of a company to one piece of paper. 

: “Usually, these figures end in many noughts and still 
mean little to us, but what is at the end is in writing and 


ownwards on a. 


this we can read and understand; it is signed by a member 
of your Institute and in that we have the greatest confidence.’ 


(Applause.) 

e, honesty and integrity were the great Guman 
virtues which built up this great trading nation and earned 
us the respect of the rest of the world. 

‘In many ways these virtues are a little tarnished today. 


-It is up to all of us to brighten up our virtues and there is 


no better time to start ‘than in this Coronation year of our 
young Queen. 

‘I say to your Institute as a whole: hold fast to your 
integrity and as individuals show your integrity in your 
private lives as an example for others to follow. By so doing 
you and your Institute will be doing a great service to our 
country.’ (Applause.) 


Replacement of Capital Assets 


Mx MacGregor, who was greeted with loud applause, 
said in the course of his reply to the toast: 


*On this question of replacement of capital assets, it must 
be remem that many of the controversialists are 
affected pecuniarily and they rightly put forward their 
views, which subconsciously must be ed. 

‘The Institute, while sympathising with the resulting 
monetary difficulties, is independent, and has in my view 
done a public service in setting out the various courses 
open and the advantages of and objections to each, before 
coming down to using as a basis historical cost which is as 
near to facts as can be got. The memorandum із a cogent 
piece of reasoning which holds the field until other factors 
emerge.’ (Applause.) 


Encyclopaedic Knowledge 


Stressing the value of knowledge, Mr MacGregor 
continued: 


"Where, I ask you, can you find another body, whose 
members, between them, have collected so diverse a 
knowledge of the underlying principles of every kind of 
trade, commerce or occupation? 

‘If this could be collected, sifted and made available for 
reference, what an encyclopaedia would emerge, giving 
the true facts, as far as they are known, on which to base: 
decisions!’ (Applause.) 

A toast to ‘Our Guests’ was proposed by Mr 
Reginald Т. Smith, F.c.a.; Mr Derek du Pré replied. 

In a delightful speech, Mr Fullagar proposed the 
toast of "The Chester and North Wales Branch of the 
Liverpool Society of Chartered Accountants', referring 
jocularly to its "international flavour' in that its area 


: covered parts of England and Wales, and it now had a 


newly-elected Scottish chairman. 

Mr Tunnock replied, ending the proceedings with 
a warm tribute to Mr Frank Hack, F.c.a., Нор. 
Secretary to the Branch, who had acted as toastmaster 
with admirable skill and humour. 

During the evening the chairman presented prizes 
to Mr R. Raymond Williams, of Chester, and to Mr 
C. J. G. Hoffman, of Wrexham, who showed the best 
results in the Intermediate examination. The gifts 
were from a prize fund created by а gift of £50 from 
a member of the committee two years ago. 
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NOTES AND NOTICES 


Personal with the Ministers of Housing and Local Govern- 
Messrs Ensor, Son & Goutt, Chartered Accountants, ment, and Agriculture and Fisheries. 
of Ipswich, announce that, as from Jan Ist, 1953, 
Мг F. STEWARD, АСА, who has been a member of in Parliament 
their staff for many yars, has been taken into partner- . — INCOME Тах: CHILDREN’S ALLOWANCE 
ship. The name of the firm will remain unchanged. Mr Hare asked the Chancellor of the Exchequer 
Messrs Kemp, СнАТТЕВІЗ & Co, Chartered Ac- whether he is aware that the authorities are 
countants, of 37 Walbrook, London, EC4, announce refusing to allow children’s allowance for the 
that they have opened a branch office at Barclays Bank financial year 1953-54 in respect of children totally 
Building, Port Louis, Mauritius, in the charge of a dependent on their parents at the commencement of 
resident manager, Mr P. D. COOPER, A.C.A., from their the financial year but who, in the opinion of the 
London office. authorities, will become available for employment 
Messrs Peat, Marwick, MrrcugLL & Co, Char- in the course of the year; and whether such action 
tered Accountants, of Leeds, Harrogate, York and is in accordance with his instructions. 
Cleckheaton, and Messrs Тноѕеву Son & Со, Char- Mr Bovp-CARPENTER: It is not the normal practice 
tered Accountants, of Bradford, announce the merger for the Inland Revenue to refuse an allowance 
of their practices as from April rst, 1953. The com- merely because they expect a child to be available for 
bined practice will continue to be carried on under employment in the course of the year. If the hon. 
the name of Peat, Marwick, MrrcHgELL & Со from Member has any particular case in mind and will 
the existing addresses of both firms. Messrs THOSEBY write to me, I will look into it. — 


Son & Co also announce that Mr A. B. THOSEBY, Hansard Mar. . Written Answers, Col. 173. 
F.C.A., will retire from their practice on March 31st;— ` Do БЫ me 


1953, in order to devote more time to his com- Income Tax 
mercial appointments. Miss Burton asked the Chancellor of the Exchequer 
Messrs HanMoop BANNER, Lewis & Mounsgy, how many people, of working age and over, were not 


Chartered Accountants, announce with great regret liable for payment of income-tax at the time of the 
the death, on March 2oth, 1953, of their partner, last Budget; and how many of these were old-age 
Mr С. Н. Imison, A.C.A., who had been associated pensioners. ; 
with the firm at their Liverpool office for nearly Мг R. А. Вотікв: The number of people with 
forty years. aome above the eoe un discs ae а 
135 who were not liable to tax at the time of the 
Mr Godfre a мара Mores "— E last Budget was about 41 million. Тће Budget itself 
frm of Ma : idd '& C) bud р ed * removed a further two million from liability. No 
m of Mann, Ju ? deen appointed а information is available about the number of people 
director of Whessoe Ltd. with incomes below the income-tax exemption limit 


Mr H. D. Н. Roberts, A.a.c.c.a., secretary of Air - f . 
Control Installations Ltd, has been appointed a a nia oT о а а EAD ETE 


director of the company. He will continue to act as . 
secretary, а post ће has held since the company’s Hansard, Mar. 17th, 1953. Oral Answers, Col. 2046. 


eevee in 1935. LIQUIDATED COMPANIES: REORGANIZATION 
N. 8. Brown, C.A., has been appointed company Mr Ruoprs asked the Chancellor of the Exchequer 
secretary of Euclid (Great Britain) Ltd. the number of companies which have been ге- 
organized by the liquidation of the original company; 
The Waverley Committee and what effect this process has had on national 


Mr К. С. Leach, C.B.E., F.C.A., a partner in the firm revenue during the last financial year. 

of Messrs Peat, Marwick, Mitchell & Co, has been Mr R. A. BUTLER: I regret that this information is 
appointed a member of the committee on coastal not available. 

flooding: The committee, of which Lord Waverley Mr Кнореѕ: Would not the Chancellor „of the 
is chairman, has been set up by the Home Secretary’ Exchequer agree that the reorganizations which. are 
and the Secretary of State for Scotland, together going on at the moment are simply for the purpose of 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 






384 


evading tax? Would not he agree that if this is so it isa 
racket, and should be stopped? 

Mr Butter: I shall be glad if the hon. Member 
will send me any further information which Í can 
investigate. 

Hansard, Mar. 17th, 1953. Oral Answers, Col. 2051. 


Estate Duty 


Mr Horosin asked the Chancellor of the Exchequer 
whether his attention has been drawn to the recent 
cases in which Crown appeals in matters relating to 
estate duty have been disallowed by the House of 
Lords; and whether, in view of the uncertainties and 
inequities now constantly arising, especially in regard 
to aggregation, he will consider as a matter of urgency 
amending the law in the forthcoming Finance Act. 

Mr R. A. BUTLER: Yes, but my hon. friend will not 
expect me to say anything now as to the contents of 
the forthcoming Finance Bill. 


Hansard, Mar. 17th, 1953. Oral Answers, Col. 2055. 


Annotated Tax Cases 
Part eight - the concluding part - of Volume xxxi 
of the i Ms Tax Cases, edited ћу Roy Borneman, 
Q.C., has now been published and contains reports, 
with notes on the judgments, of the following cases: 
Bank voor Handel en Scheepvaart v. Custodian of 
Enemy Property (С.А.); Godfrey Phillips Lid v. 
Investment Trust Corporation Lid (Ch.D.); In re 
Goetze (С.А.). The Index of Cases and Subject 
Matter for the volume will be published shortly, 
after which the volume may be bound. 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
ECa.. 

Our Contemporaries 


Tue Cost Accountant. (March.) ‘A Cose Study in Costing: 
Engineering Industry’ by К. У. Denby, A.C.w.A. 
THe Woman C.P.A. (New York.) (February.) 


THe CANADIAN CHARTERED AccouNTANT. (Toronto.) 
(February.) 
ACCOUNTANTS JOURNAL. (Wellington.) (January.) 
Other Publications Received 


Economica. (February.) 
Districr Bank Review. (March.) 
‘Tae Вопріма Socreriss’ Gazerre. (March.) 


Our Weekly Problem 
No 63: A QUESTION OF PHILATELY 
‘I prefer buying these 5s od books of stamps’, said 
Mr L. U. Sidate. "Three pages of 24d, one page of 


тфа, then three 1d stamps- 1 always tear out the 
bottom half of this page which is waste paper - and 
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finally, а page of 4d.’ Mr Sidate showed Mr U. N. 
Ravel a book he took from his pocket. 

Turning back the front cover he said: ‘It is curious 
that every colour is visible and the back of the book 
is not exposed. I never take out a stamp unless it is 
on top and visible Mr Sidate began counting. 
‘Another curious thing is that the value of the stamps 
left in the book is twice the value of the stamps that 
are visible, and there are r4 left.’ 

What are these 14 stamps? 

The answer will be published next week. 


ANSWER TO Мо. 62: SPIRITED AWAY 


'The bottles are either: 
untouched a 
amashed b 
nostoppers c 


5 + с = 
а + с = 16 
а + Б = 
Then a + b + са 24 
. one dozen of whisky had boen ordéred: 


SEVENTY-FIVE YEARS AGO 
From The Accountant or MARCH 30TH, 1878 


THE SOCIETY OF ACCOUNTANTS IN ENGLAND.— 
At the monthly meeting of the Council, held at the 
offices of the Society, Cowper's-court, Cornhill, 
E.C., on the 27th March, there were present :— 
Messrs. John Bath (president), E. Norton Harper, 
Josiah Beddow, E. С. Foreman, E. Т. Peirson, 
J. C. Bolton, Е. Nicholls, and Alfred C. -Harper 
(secretary). The report of the examiners was read and 
adopted. As no admissions are now made to the 
Society except upon examination, the following will 
form the basis on which such examination will be 
conducted for the years 1878—79. For the year 
1878 the examinations will take place on Tuesday, 
gth July, and on Tuesday, roth December, between 
the hours of то and 4 o'clock; and for the year 1879 
on the second Tuesdays in March, June, and 
November, between the hours of ro and 4. The 
following will form the subjects for examination :— 
Education—English composition, Arithmetic (to 
decimals), Latin and French (desirable), Euclid and 
Algebra. Accountancy —Book-keeping, including com- 

panies’, commercial and partnership accounts; 
Audits “Chenery official liquidations, receiverships 
and managerships. Bankruptcy, liquidations and 
composition; Estate accounts and Executorships. 
Responsibility of Fiduciary Agents—Under the Joint- 
Stock Companies Acts, Bankruptcy Act, Law of 


. Trustees, Law of Partnerships. All future candidates 


for admission as students will be required to pass 
the educational examination. 
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ROAD HAULIERS' 
COMPENSATION 


HE Transport Bill now before Parliament has already 
undergone considerable modifications and it will clearly 
be some time before its purpose is carried out. Meanwhile 
although the unscrambling process which it envisages, by returning 


. road transport to private enterprise, has not yet begun, it is 


depressing to think that the scrambling process introduced as 


long ago as 1947 is still not complete. In meeting claims for 


compensation for nationalized road transport, the Road Haulage 
Executive has been fighting for years a number of rear-guard 
actions. | 
Their latest defeat is the House of Lords decision in Road 
Haulage Executive v. Elrick!, upholding a decision of the Scottish 
Court of Session in favour of the respondent, briefly reported 
in The Accountant on April 19th, 1952, at page 399. It concerned 
the construction of Section 47 (3) and the Ninth Scliedule of 
the Transport Act, 1947, which deal with the assessment of the 
compensation for the cessation of business by reference to the 
average net annual profit. It has already been held, in effect in 


` another case that this payment under Section 47 (3) is for good will, 


although not so-called in the Act. 

The respondent, WILLIAM ELRICK, had become sole proprietor 
on January 11th, 1944, of a haulage business carried on at Aberdeen 
under the name ‘Elrick and Hutcheon’. It was compulsorily 
acquired by the Road Haulage Executive on January 22nd, 1949, 
at which date it operated ten long-distance haulage vehicles. 

The Section 47 (3) compensation payment fell to be assessed by 
reference to the average net annual profit for the two years ended 
March 31st, 1948. In each of these two years the respondent 
conducted the business himself and drew £700 as ‘proprietor’s 
remuneration’. This sum was debited as such in the audited profit 
and loss accounts. He contended that it should be added back in 
determining the profit for the purpose of Section 47 (3) and this 
contention was upheld both by the Transport Arbitration Tribunal 
and by the First Division of the Scottish Court of Sessions. The 
interest of the decision goes beyond the mere construction of the 
Transport Act, since it contains high judicial opinion on that 
subject of perennial interest, "What is profit?’ 

Lord Rem said that in the ordinary way everything an owner 
gained in running his business was profit and there was no 
question of dividing up his gains before the profit was ascertained, 
and calling a part remuneration for his services and the rest profit. 
The entry in the accounts in this case was ‘a mere book-keeping 


1 (1953), 2 W.L.R. 602. 
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entry without legal or practical significance’. 

Lorp Кер then dealt with the Executive’s 
contention that by ‘profit’, the Act meant not 
actual profit but profit-earning capacity, which 
would be the same whether the owner of the 
business did the work himself or paid someone 
else to do it. Lorp Вер said he could find 
nothing in the Act to support this. An owner who 
worked himself, naturally made more profit than 
one who paid others to work for him. 

The Road Haulage Executive also stressed the 
contrast between two exactly similar businesses, 
if in the one case-the owner continued to own it 
himself, but in the. other had formed a private 
company and taken a salary. Parliament must 
have intended that the compensation be the same 
in each case. Lorp Rrrp's answer was that the 
intention of Parliament must be discovered from 
the terms of the Act. In any case, there was still 
no equality between the two. Тће Act provided 
separate compensation to officers or servants 
of the transferor, but not for the transferor 
himself. Thus an owner who transferred the 
business to a company and took а salary could 
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receive compensation for loss of the salary. 
The Road Haulage Executive also argued that 
the sums actually paid and received in carrying 
on the business were not conclusive and could 
be substituted by their true value for the purpose 
of Section 47 (3). Accordingly, the true value of 
the owner's services ought to be deducted. They 
quoted the case of Arthur ј. Maggs Ltd v. Road 
Haulage Executive ([1950] Road Нашаре Cases 
No. 3 (E. & W.) 15). In that case the Transport 
Arbitration Tribunal held that where the under- 
taking had occupied premises rent free, their 
true rental value ought to be deducted. 
' While rejecting the extension of this principle 
to remuneration for services, Lord REID did not 
disapprove of it. He merely distinguished it. 
However, it is difficult to see why the owner may 
swell the profits of his business by contributing 
his time and labour, but may not do so by con- 
tributing premises. If the compensation is to be 
reduced by a notional rent for premises, why 
should it not be reduced by a notional hire 
charge for the proprietor's lorries which he 
allows the business to use? | 


THE ECONOMIC SURVEY, 1953 


N Economic Survey has now been published 
annually for the past seven years. During 

: «i. this time there has been a very significant 
change in emphasis not.all of which can be 
ascribed to a change in Government. The early 
surveys tended to extol the possibilities and 
` virtues of a planned economy; targets and fore- 


casts found a prominent position throughout the. 


documents. But the experiences of the later 
‘forties’ have shown that the economy cannot 
easily be moulded into new patterns and that 
Britain's economic position is affected to a 
greater or less degree by policies in the United 
States. With the realization of these factors came 
the conclusion that economic forecasting can be 
а most unrewarding exercise and hence there 
came а change in the nature of the material 
presented in the Survey. It has become more and 
more a factual study of the economic events of 
the previous year with an explanation of the 
causes of these happenings, rather than a fore- 
cast of what will happen over the next few months. 
This is particularly so as regards the Economic 


Survey for 1953.1 published last Monday. The 
usefulness of the Survey in its present form has 
been questioned in some quarters, but it does 
serve to set the economic scene for the CHAN: 
CELLOR'S Budget speech. The receipts from 
taxation in 1953 depend to a very considerable 
extent upon what happened in 1952. 

The 1953 Survey begins by quoting the para- 
mount objective set out in the document of a 
year earlier - namely, the preservation of the 
gold and dollar reserves, and points out with 
some satisfaction that this particular objective 
has been achieved. The recovery in the reserves 
has been associated with striking improvements 
in the United Kingdom's balance of payments – ` 
from a deficit of £400 million in 1951 to a surplus 
of £170 million in 1952. 'This success is ascribed 
to the stop-gap measures taken to reduce imports, 
the introduction of a much needed element of 


‘flexibility into the economy by various disin- 


flationary measures, and the continued improve- 
ment in the terms of trade. 
1 Ста. 8800. H.M.S.O. rs ба. 








April 4th, 1953 


Satisfaction with the improvement in the 
balance of payments is tempered with the 
realization that industrial production in 1952 was 
about 3 per cent below that of 1951, and exports 
were 6 per cent lower; 1952 was therefore the 
first year since the end of the war in which pro- 
duction and exports fell. Unless these particular 
trends are reversed future surpluses cannot be 
achieved since imports cannot further be cut 
without damage to Britain’s industrial output. 
Personal -consumption in Britain was slightly 
lower, in real terms, during 1952 than it had been 
in 1951, but defence expenditure was higher. 
Several forces acted to restrain personal con- 
sumption in 1952; the restrictions on hire-purchase 
transactions and tighter credit control acted on 
the fiscal side whilst the demand for textiles 
simply- fell off.. Expenditure on food kept pace 
with rising prices and there was some increase in 
expenditure on consumer services. The level of 
fixed investment remained the same as in 1951. 
Herein lies the paradox of 1952. Production was 
lower, investment was about the same, defence 
expenditure was higher, and a large deficit on 
oversea account was transformed into a surplus 
of moderate size and yet personal consumption 
was maintained at only just below the 1951 level. 
This can only mean that investment in stocks 
and work in progress was run down appreciably. 
To the extent that work in progress fell during 
1952 it will have to be rebuilt before any increase 
in finished output can take place. There was some 
evidence that this rebuilding had started in the 
last quarter of 1952. 

The fall in production noted in 1952 was not 
accompanied by a corresponding fall in employ- 
ment, and therefore industrial productivity was 
lower in 1952 than during the previous year. 
Moreover, lower output had an adverse effect on 
profits. The Survey cites evidence that aggregate 
trading profits last year were below those of 
1951 but gives no precise statistical comparison; 
and, as we now know, the overall deficit on the 
Budget above and below the line was of the 
order of £350 million, a very much worse position 
than the CHANCELLOR anticipated. The monetary 
developments of 1952 are discussed at length in 
the Survey. Accommodation to industry and 
trade fell sharply during the year; bank advances 
and commercial bill holdings were reduced by 
£300 million. The Survey agrees that the reduc- 
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-tion in credit to industry was partly offset by an 


increase in Government borrowing but argues 
that the. changes in the economy during 1952 
were broadly in line with the main objectives of 
Government policy as set out in the Budget. 
Although it is acknowledged that resources 
existed to supply a larger volume of exports – 
particularly of consumer goods – than was actu- 
ally sold, the writers of the Survey believe that 
at the beginning of 1953 the economy was in a 
much healthier condition than a year before. 

The Survey makes no forecast of the level of 
production and exports during 1953. It reiterates 
the statement that the annual surplus on oversea 
current account needed to provide for commit- 
ments and for some increase in the gold reserves, 
might amount to £300-£350 million per annum. 
Clearly if this is to be achieved there is a need 
for a large increase in exports. An analysis of 
the prospects of raw material supplies shows 
that these will be sufficient to support a higher 
level of production in 1953. The steel shortage is 
no longer holding back engineering output 
except, perhaps, in shipbuilding where there are 
still difficulties over steel plate. The labour, 
materials and industrial capacity are available for 
further expansion this year. The situation depends 
therefore on demand conditions. . 

Defence expenditure this year will be higher 
than last and its calls on the metal-using trades 
correspondingly greater. Fixed investment should 
be greater since the. housing programme is 
growing fast and industrial building is somewhat 
larger. Demand on the part of industry for plant 
and machinery fell off during 1952, but there 
are now signs of some recovery, and this has come 
before the fall of last year has had any appreciable 
effect on the level of production. Personal con- 
sumption recovered somewhat in the latter part 
of 1952; both home and export demand for 
consumer goods may, even after some recovery, 
be lower than in some previous years. Home and 
export demand for the products of most of the 
capital goods industries is likely to remain high. 

The final exhortation of the Survey is well 
worth quoting: 

‘Inflation must continue to be held in check. 
Costs and prices at home must be kept in line 
with those of our competitors. We must continue 
to concentrate on increasing exports and saving 


imports. The re-equipment and the maintenance 
of full efficiency is of vital importance.' 
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THE FINANCE ACT, 1952 XXXIX 
. EXCESS PROFITS LEVY (CONTINUED) 


"Twelfth Schedule, Paragraph 9: Summary 
HE scheme of paragraph 9, dealing with 
the ascertainment of standards for group 

~ members, is broadly as follows: 

(a) Determine the members' individual profits 
-and losses (if any) in the standard years and 
aggregate them (paragraph 9 (1). 

(b) Apportion the composite figure among the 
members (paragraph 9 (2)). 

(c) For each member make the necessary 
adjustments to the apportioned figure for 
issues and repayments of share capital and 
for distributions (paragraph 9 (3)). Borrowed 
money is dealt with by paragraph ro. 

Paragraph 9 (4) gives the usual options to 

adopt notional figures in place of actual profit, 

' ie. a percentage of average share capital in one 

of the standard years, or a percentage of paid up 

capital or of net assets as at the end of 1946 or 

1951. Paragraph 9 (5) deals with Јарапезе- 

occupied territory companies. 


Paragraph 9 (1) (10): Composite Profits. 
for Standard Period 

In determining the profits of the individual 
members in the group standard period, the effect 
of paragraph 14 must be remembered. The 
members are treated as director-controlled 
during such time only as the principal is so 
controlled. Therefore, if the principal is not 
director-controlled in the chargeable accounting 
period, there will be for example no restriction 
on the deduction for directors’ remuneration for 
any of the members in the standard period. 

: Paragraph 13 (а) provides that dividends 
received from other members of the group are 
to be disregarded, although of course the members 
may have been unconnected in the standard 
period.. 

It will be remembered that paragraph 3 (2) of 
the Ninth Schedule permits an individual com- 
pany to elect to disregard initial allowances for 
both standard and chargeable periods. Para- 
graph 4 (2) provides a similar option for certain 
annual allowances to mining concerns. Ín the 
case of groups, paragraph 15 of the Twelfth 
Schedule vests the rights of election in the 


principal member and requires them to be exer- 
cised for all the members or for none. The 
option must in any case be exercised for the 
whole period of charge, if at all. 

After aggregating the individual figures, a one- 

year proportion is taken. Although there are 
two standard years this proportion will not 
necessarily be one-half, since any part of the 
standard period which precedes the beginning 
of the oldest business is excluded from the 
denominator. Thus, if the oldest business began 
on July ist, 1948, and the aggregate profit for 
the two standard years 1948 and 1949 is £30,000 
under paragraph 9 (1) (а), the one year proportion 
under paragraph 9 (1) (D) is a of £30,000, i.e. 
£20,000. 
' Paragraph 9 (то) пона perhaps unneces- 
sarily, that for any business which began after 
the commencement of the standard years, the 
words ‘profit (or loss) for the standard years’ 
mean the profit or loss for that part of the 
standard years after the business began. In this 
connection it should be remembered that all the 
businesses of one company are treated as one. 
Paragraph g (10) would have no application 
where a company started a new business after 
disposing of an old one. 


Paragraph 9 (9): Pre-1952 Transfers 
Where before January 2nd, 1952, the whole or 
part of a business has been transferred ав a 
going concern either to a member or by it, 
paragraph 1 of the Eleventh Schedule requires 
the pre-transfer profits to be treated as the 
profits of the transferee for purposes of standards 
(see The Accountant, February 28th, 1953, 
page 236). Paragraph 9 (9) of the ‘Twelfth 
Schedule makes it clear that the same principle 
applies to computations under paragraph 9 (1). 


Paragraph 9 (2): Apportionment of Composite 
Figure Among Group Members 
Paragraph 9.(2) provides for the manner in which 
the composite figure is to be apportioned among 
the members. For those of them which had no 
profits in the standard years, their share is nil, 


. April 4th, 1953 


. whether the absence of profit arose from bad 
| trade or from no trade at all, e.g. because thé 
member's business did not begin until after the 
end of the standard years (paragraph 9 (2) (5)). 
Where a member made a loss, its apportioned 
part of the composite figure is likewise nil. 

For a member which had profit, its share of 
the composite figure is arrived at by taking the 
same proportion of that composite figure as its 
profit bore to the aggregate profits for the 
standard years (paragraph 9 (2) (a)). Thus if a 
member contributes {10,000 to aggregate profits 
of £30,000, and the apportioned composite figure 
for one year is £15,000, that member's share of 

o, 


the composite figure is 20898 
Р 30,000 
£5,000. 


X £15,000, ог 


. Paragraph 9 (4) (8): Optional Standards 
Where the oldest of the group businesses began 
before January 2nd, 1947, paragraph 9 (4) (а) 
(b) (c) permits the principal to claim one of three 
optional standards similar to those in Section 
38 (4) (a) (5) (с) which were discussed in The 
Accountant on December 6th, 1952, at page 666. 
The options arise anew for each meee 
accounting period. 


Paragraph 9 С) T Average Share Capital in 
One Standard Year 
First the principal may claim that the aggregate 
profits under paragraph 9 (1) (а) shall be com- 
puted on the assumption that the aggregate 
profit for one (but not both) of the standard 
years amounted to 8 per cent of the average paid 
up share capital of all the members in that year 
(paragraph 9 (4) (a)). For this purpose share 
capital of any member (other than the principal) 
which was owned by another member is dis- 
regarded. This proviso will not necessarily apply 
to all cases since e.g., the companies may have 
been unconnected during the standard years. 
Each member’s share in the aggregate profits, 
computed under paragraph 9 (4) (а), will still Бе 
in proportion to its own profit, not in proportio 
to its share cpt Share . lud 
premiums. 


Paragraph 9 (4) (5): 
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composite figure of standard profit was 10 per 
cent of the aggregate paid-up share capital of 
all-the members as at the end. of 1946 ог 1951, 
again disregarding shares in a member, other 


than the principal, which were owned by other 
members (paragraph 9 (4) (5)). ‘This exclusion of 


certain intra-group holdings may bring curious 
results. 
Example 22: (paragraph 9 (4) (5)) 
On January 1st, 1952, А. held £80,000 of the share capital 
of B., each company having а total issued capital of £100,000, 
all consisting ofo. A. and B. constitute a group. 
A. elects under paragraph 9 (4) (b) to take то per cent 
of the group paid-up share capital at December 31st, 
1945, as being the composite standard profit. 
If the share position in 1946 were the same as it ia now, 


the calculation would be а follows: 





A. 100,000 
B. 100,000 ` 
200,000 


(being a holding by one 
member in the capital of 
another other than the 
principal). 


80,000 





120,000 

то per cent 12,000 
If, however, the roles had been reversed in 1946, B. then 
holding £80,000 of A.’s capital and A. holding no shares in B., 
there would be no deduction from the £200,000 and the 7 
notional profit would be £20,000. 


‘Paragraph 9 (4) (с): Net Assets in 1946 or 1951 


Paragraph 9 (4) (с) allows the principal to elect 
that the composite standard profit be taken 
as being equal to 8 per cent of the aggregate 


- group net assets at the end of either 1946 or 


1951. These net assets will be computed on 
Eighth Schedule principles (see The Accountant, 
December 6th, 1952, at pages 666-7 and 
December 27th, 1952, at page 755) except that 
the value of any share capital of one member, 
beneficially owned by another, will be excluded. 
© Where the composite figure under paragraph 
9 (1) (b) bas been arrived at by reference to 
issued capital or to net assets, there will be no 
standard years. Consequently the apportionment 
of the figure among individual members will be 
d by the amount of their individual 
e first chargeable accounting period 
ncipal (paragraph 9 (4), proviso (ii). 
the effect of an election under. paragraph 
, (5) ог (с) on the relief for ‘deferred 
under paragraph 12 of the. Ninth 
see paragraph 13 (5) of the Twelfth 
ich will be dealt with later. 
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TRUSTEE INVESTMENTS 


AND THE NATIONAL INVESTMENT POLICY 


by Professor G. W. KEETON, M.A., LL.D. 
Dean of the Faculty of Laws, University College, London 


| NE extremely interesting suggestion, 
contained in the Report of Lord Nathan’s 


Committee on Charitable 'Trusts, affects 
‘all classes of trusts, and not merely charities. 
. It is that trustees should be permitted to invest 
up to 5o per cent of the funds under their 
‘control in the debentures and stock and shares 
(including equity stock and shares) of financial, 
industrial and commercial companies quoted 
on the stock exchange. Coupled with that is à 
suggestion that the existing restrictions on the 
acquisition of land by charitable trusteés shall 
be removed. 

The main recommendation represents the 
views held for some years now by leading pro- 
fessional bodies and (ds the Nathan Report 
shows) of the London Stock Exchange. It would 
therefore seem that it is desirable to set out 
what British practice has hitherto been, and how 
it compares with the practice followed in the 
United States. 2 


Early Chancery Practice 

‘The Powers and responsibilities of trustees in 
respect of funds under their control was settled 
by the Court of Chancery in the early part of 
the eighteenth century, following the South 
Sea Bubble disaster. Prior to that date there 

existed no settled rules governing the trustee’s 
conduct, and apparently there existed consider- 
able laxity. In one decision in 1719, Lord 


Chancellor Macclesfield took the view that a- 


solvent trustee was entitled to keep the profits 
of investments made by him with trust funds, 
on the ground that he would have been personally 
‘responsible for the loss. It was only when the 
trustee was insolvent that he must surrender the 
profit, on the ground that he would have been 
unable to pay losses. Both conceptions аге very 
far removed from modern notions, as is. 
idea that the trustee could invest i 
he fancied; but it must be rememb 
this date public officers were similarly s 
with funds under their control. 


been almost completely wiped out 
speculations of the trustees in 












to work to ensure that if the harm done by the 
recent frenzy could not be repaired, it was at 
any rate possible to ensure that it never occurred | 
again. New principles were therefore laid down 
for the guidance of trustees. These ensured that 
any profit arising from dealings with the trust - 
estate accrued to the trust estate, instead of being 
pocketed personally. Since this had the effect 
of causing some trustees to make no investments 
at all, but to leave funds idle, the Court laid 
down the principle that it was essential that 
trust funds should be profitably and safely 
invested. The great question to be answered was, 
what were safe investments? Land tended to rise 
steadily in value, but land was scarce. Eventually, 
the answer was found that trustées would not be 
liable for breach of trust if they invested trust 
funds in any of the investments sanctioned by 
the Court for the investment of funds under the 
control of the Court. This meant predominantly 
Government securities. 


Extensions of Gilt-edged 

The results of this policy were very far-reaching. 
Great Britain was at war for long perjods during 
the eighteenth century, and the prosecution of 
war was an expensive business. Governments 
resorted increasingly to borrowing. But..trade 
prospered throughout the eighteenth century, 
even in war-time, and much of the profits on 
overseas trade was settled in trust funds, which 
trustees promptly invested in Government stock. 
The consequences of this alliance between the 
Government and.the investing middle classes 
were satisfactory to both sides, and Government 
stock, with its fixed yield, became an index of 
national prosperity. 

After the conclusion of the Napoleonic wars, ` 
new fields of investment were successively 
opened to trustees. The Municipal Corporations 


Act, 1835, introduced reforms into local govern- 


ment comparable with those introduced into 
ational government by the Reform Act of 1832. 


steady expansion of their 
eteenth century brought 
f local loans before the 
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the nineteenth century the rapid development of 
the Dominions, Colonies and India introduced 
further classes of stock to the trustee, and the 
conditions which had to be fulfilled for such 
stocks to qualify as trustee securities are set out 
in the Colonial Stock Act, 1900. 


Public Utilities 


Besides these classes of gilt-edged securities, 
there was one other of importance during the 
nineteenth century. Both Courts and legislature 
took the view that the shares and debentures of 
ordinary commercial and industrial companies 
were not suitable objects of trustee investment. 
In general, it was thought that the risks necessarily 
associated with manufacturing and commerce, 
‘together with the vicissitudes of the stock ex- 
change, made this type of investment too 
hazardous from a capital point of view for 
trustees to participate in it. Some types of 
public utilities were, however, exempted from 
this general prohibition, and amongst them the 
most important were railways. Here, provided a 
dividend had been paid on the ordinary stock 
during the preceding ten years, the trustee 
might properly invest in the debentures or 
preference shares. 

In spite of expectations : in some quarters, the 
Trustee Act of 1925 failed to make any substantial 
changes in the list of trustee securities. The list 
was, however, a little wider than might appear 
from the enumeration of permitted investments 
in the first section of that Act. For one thing, 
from the earliest days of the eighteenth century 
trustees had been allowed to lend money on the 
mortgage of freehold property, with a limited 
power also to invest in mortgage of leaseholds. 
Moreover, trustees could still invest in any stocks 
included in the ‘Chancery list’, i.e. the list of 
stocks in which the funds under the Court’s 
control were invested, and the Chancery list 
was a more flexible list than that contained in 
the Trustee Act. 


Investment Clauses 
Again, the power of investment possessed by 
trustees might be extended by a clause in the 
trust instrument itself, giving either wider 


general powers or enumerating specific additional; 


. stocks, or classes of stock, in which the truste 
could invest. The latter was by far 
type of clause, for the Court was a 
strue such clauses strictly. Thus, i 
an investment clause gave a power 

commercial debentures. The tru 
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loss was sustained, the trustee was held personally 
liable. (Harris 9. Harris ((No. 1), (1861) 29 
Beav. 107).) 

Тће attitude of the Courts was based upon the 
general rules of' construction. Ап investment 
clause, being a clause varying the general rules 
of law applicable to trustee investments, must be 
given a narrower, rather than a broader construc- 
tion. 'T'he onus was upon the trustee to show that 
the investment which he had made was within 
the exact words of the limitation. Just before 
the recent war, conveyancers were experimenting 
with a clause which gave the trustee power to 
invest in securities of any kind 'as if he were the 
beneficial owner thereof’. The attitude of the 
Courts to this clause was not encouraging. They 
held that this clause did not divest the trustee of 
his fiduciary character, and therefore the extent 


to which a trustee could go outside the statutory 


range of investments remained uncertain. Since 
the war, the Courts, recognizing the more 
difficult conditions in which the trustee now 
administers his trust, have been more liberal 


towards this type of clause. (Re Harari’s Settle- 


ment Trusts ([1949] 1 All E.R. 430).) - 


Mortgages as Trustee Investments 
Two other legal limitations in the trustee's 
power of investment require brief notice. It has 
been mentioned that the trustee possessed a 
power to invest in the mortgage of freehold 
property, a power which would permit an 
investment up to two-thirds of the ascertained 
value of the property. There was no similar 
power to invest in the mortgage of personal 
property. Accordingly, if a trustee lent money 
on the security of an insurance policy, or of share 
certificates, it was always at his risk, unless the 
trust deed expressly. exempted him. Moreover, 
in spite of the intervention of the Trustee Act, 
1925, difficulties were always encountered where 
a trustee was authorized by a trust instrument 
(possibly a will) to retain shares in a commercial 
enterprise (possibly a family business) and a 


merger was desired. 


The Trustee as Shareliolder 
Е ће decisions of the Courts erred possibly 
e of over-caution. They held that in 
ation, the trustee had no power to 
an amalgamation, or reconstruction, 
result would be that he would hold 
a type different from those authorized 
t deed. They also went further, and 
the Court itself could not authorize 
to such transactions, 
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except in accordance with ‘salvage principles’. 
This meant that the Court would authorize the 
trustee to concur in a reconstruction or amal- 
gamation where failure to do so would be to 
cause the shares to become a total loss, but not 
where the result of the transaction was expected: 
to be the earning of a larger profit. Thus the 
Court only allowed the trustee to co-operate 
where his property was already approaching the 
danger area, even if it had not actually entered 
it. The result was that unless other shareholders 
were prepared to buy out the trustee, the merger or 
amalgamation could not proceed. (Ке New ([1901] 
2 Ch. 534); Re Tollemache ([1903] 1 Ch. 955).) 


The difficulties involved in this situation were 
so apparent that the Trustee Act, 1925, sought to 
remedy them. By Section 10 (3) of that Асе, 
trustees were given a general power to concur 
in the amalgamation or reconstruction of com- 
panies in which they held shares. This effort 
to remove cramping limitations unhappily failed 
to achieve its purpose, for the Court held in 
1935 that the section did not cover an exchange of 
shares with a holding company. Moreover, the 
decision went further. The Trustee Act, in 
Section 57, had given the Court power in general 
terms to sanction transactions for the benefit of 
the trust, for which the trustees possessed no 
specific power, but the Court held that this did not 
cover an exchange of shares with a holding com- 
pany. (Re Walker’s Settlement ([1935] Ch. 567).) 

Very recently, the Court of Appeal has 
assisted trustees to escape from another restrictive 
interpretation of Section 57 on another invest- 
ment question. In three appeals heard by the 
Court of Appeal in November and December 
last, the trustees in each case were seeking the 
Court's sanction for a scheme of arrangement 
between beneficiaries, the general effect of which 
would be that the liability for tax would be 
substantially reduced. Mr Justice Roxburgh had 
held that the Court had no power, either under 
the general law, or under Section 57 of the Trustee 
Act, to sanction such an arrangement. Fortun- 
ately, the Court of Appeal took a different view, 
and allowed two of the appeals, whilst disallowing 
the third. Even so, the majority of the 
Appeal still took a. rather narrow vi 
powers conferred by Section 57, an 
advise beneficiaries upon the incidence ofj 
on trust funds will regret that the bold 
the Court's function in these cases, adv 
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that the Court has taken a restricted view of its 
powers to sanction such arrangements, the legis- 
lature has subsequently amplified them. (Re 
Downshire Settled Estates; Re Chapman’s Settled 
Estates; Re Blackwell’s Settlement Trusts ([1953 
2 W.L.R. 94).) и 


Modern American Practice 

The laws of the forty-nine states of, the 
American’ Union, as one would expect, show 
wide diversities in viewpoint on the proper 
field of investment for trustees. At one end of 
the. scale, the constitutions of the states of 
Alabama, Wyoming, Montana and Colorado 
provide that no act of the state legislature may 
authorize the investment of funds by trustees in 
commercial enterprises. At the other end of the 
scale the law of Arizona permits trustees to 
invest funds ‘in the best manner in their power, 
or as the Court may direct’, and the law of the 
state of California confers a similar freedom in 
rather different terms. 

An important and growing group of states 
follows what is termed the Massachusetts or 
‘prudent man’ rule. This rule, originating in 
Massachusetts, provides that a trustee 

‘must observe how men of prudence, discretion, 

and intelligence manage their own affairs, not in 

regard to speculation, but in regard to the perman- 
ent disposition of their funds, considering the 
probable income, as well as the probable safety 
of the capital to be invested’. 
Connecticut, Rhode Island, Maine, Maryland, 
Vermont and Michigan are among the states 
which follow this rule. Until recently, New York 
followed a different practice, which takes its 
name from that state, and which is followed in a 
substantially larger number of states than the | 
Massachusetts rule. This practice is the American 
counterpart to existing British practice. On the 
whole, the less developed states have imposed the 
heaviest restrictions on investment, whilst the 
older and more commercial states have allowed 
wide discretion, and investment in the shares of 
commercial and industrial enterprises. 


Change in New York Policy 


An important, and possibly decisive change in 


erican practice occurred in 1950, for on July 
t of that year an Act of New York State 
changed trustee investment policy by 
је ‘prudent man’ rule. Partly because 
st business is transacted in the 
York, and partly because the New 
gverned the practice of the larges 
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mid-stream. ‘Lord So-and-so is one of our best 
examples of the results which ability used to be 
able to achieve, but you will find that you live in 


а new era today. First you will require to рау. 


stamp duty on the transfers of the shares at the 
rate of 2 per cent which will cost you £2,000.’ 

He blinked. ‘Yes, of course. Well, I can borrow 
£52,000.’ 

‘You will require to find someone willing to 
lend to you.’ 

‘Surely the bank will lend the money? I will 
soon pay it off.’ 

I laughed. ‘With your proposition the bank may 
possibly be the last place in the country where 
you could raise such a loan today.’ 

Mr Syntax was restless, so I hastened on. 
‘However, let us assume that we have found an 
institution willing to lend you the amount 
required and you have given them your shares as 


security, because, of course, all your capital is” 


now in the company, and we can pass on to 
consider how you will repay the loan.’ 

Now Mr Syntax sat forward on his chair and 
listened attentively. ub 

I opened the accounts of the company at the 
balance sheet. 

‘H’m. The issued capital is {60,000 and the 
accumulated profits £40,000. The working capital 
looks a bit bare but with stock prices dropping 
you could possibly manage.’ l 


Useless Profits 
‘If I were stuck I could pay out the £40,000 as a 
dividend to repay most of the loan.’ 

“That would cost you something in profits tax 
for the distribution charge and there would be 
sur-tax to pay as well.’ 

‘But I pay £40,000 for it. It’s capital.’ 

‘Sorry, the profits balance is really worth less 
' than its face value because if any relief for non- 
distribution for profits tax has been allowed a 
distribution charge will arise if the profits аге 
paid out as dividend. Then you would have to 
pay sur-tax. Suppose, for illustration, we say 
that the net cost of paying a dividend of £36,000 
would be £4,000 and you had a net income of 
“nil” then the position would be,’ and I wrote on 
my pad this little sum: А 


Profits balance... ss es EE ++ 40,000 
Less: net cost of profits tax distribution charge 4,000 


Net dividend paid 





Gross dividend with income-tax at 9s 6d £68,571 


Sur-tax payable £31,248 
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£36.000 у 
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Total tax payable £4,000 + £31,248 £35,248 
Net amount received out of £40,000 £4,752 





‘So you see if you tried to take out the £40,000 
for which you say you will pay £40,000, you will 
find that you will have to pay £35,000 in taxation 
and be able to reduce your liability by less than 
£5,000. I think that the lender would insist on 
the advice which I would give to you. Don’t do 
it.’ 

Increased Profits 
‘So I shall have to pay off the loan by increasing 


the profits.’ Mr Syntax looked surprised when 1 


laughed. . 
‘You will soon appreciate that the simple life 
in Britain has long since died. Let us look at the 
profits first. The profit and loss account shows 
profit of £20,000 for the year. There will be some 
adjustments for tax purposes but we will assume 


‘that the agreed figure comes back to £20,000; 


that you pay yourself {5,000 as salary, and that 
you pay a dividend of 15 per cent. You have 
borrowed £52,000 at § per cent interest. So we 
have... г and I wrote down these sums: 





























Total profits 20,000 
Less: Salary .- 5,000 
А 15,000 
Less: Taxation: 
Income-tax at 9: 6d £7,145 
Profits tax: 
On dividend {9.000 
On excess salary 2,000 
11,000 at 224% 2,475 
On retained ма 
profits 4,000 at 2$% 100 
£15,000 — 9,700 
m £5,300 
Less: Dividend: 
15 per cent on £60,000 9,000 
Less: Income-tax at 9s 6d 4,275 
| on 4725 
PROFITS retained in company £575 
Your own position: - foe 
Salary oe m 5,000 
Dividend (gross) . . 9,000 
Р 14,000 
Less: Interest on £52,000 at 5 per cent 2,600 
4 | 11,400 
Income-tax at 9s 6d £5,415 UU 
Less: Personal reliefs 348 | 
; 5,967 : 
Sur-tax_ .. 2,783 : 
- 7,850 
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SUMMARY: : | 
- Total profits . £20,000 
LA | £ 
‘Taxation .. » 13,275 
Retained in business and subject to distribution 
tax if withdrawn ` 575 
- Interest on £52,000 о borrowed . 2,600 
Own net income . 3,550 
£20,000 





Mr Syntax looked at the figures askance. 

‘You mean, then, that out of £20,000 I should 
only have £575 to expand the business and 
£3,550 on which to live and repay the £52,000?” 


Sur-tax. Direction 
“That seems to be the present position. And, of 
course, if you left too much profit in the business 
there might be a direction under Section 245 of 
the Income Tax Act, 1952.’ 
‘What’s that?’ 


“You would have to pay sur-tax on the whole of 


the profits instead of just on the sums you with- 
drew in salary and dividend.’ 

Mr Syntax drew a deep breath and оса his 
brow. 

‘It begins to look bad,’ he sui ; 

*Oh, you needn't be too downhearted. It could 
be much worse. We baven' t had a special con- 
tribution for several years.' 

My client, however, was not in flippant mised 
and just then an idea seemed to strike him and he 
brightened. 

Excess Profits 
‘But what if I expand the business and earn more 
profits? If I earn more than thé profits the com- 
pany has been making in past years that should 
help, shouldn't it? 

"Well, we can consider that point. You now 
come into the field of excess profits levy.’ 

“What’s that?’ і 

‘It’s a tax to scoop off the excess profits made 
during the period of the rearmament programme.’ 

‘Rearmament! But this company has nothing 
to do with rearmament and nearly all its business 
is export. Surely it is not affected.’ 

‘Tm afraid it is. The legislation does not 
restrict the tax to those who benefit by the re- 
armament programme. Suppose that your excess 
profits levy figures are agreed and you manage 
to earn just one more pound in the year which 


you pay out to yourself to help you pay off your- 


loan. Now the £r, being excess, is charged 
30 per cent for excess profits levy and, being a 
distribution, is liable to profits tax at 22$ per 
cent. Then there is income-tax and sur-tax to 
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рау. оп it as well. You will follow it better if I 











write it down? . , £s d 
Excess profits levy at 30 per cent ; 6 o 
Profits tax at 224 per cent m sa » 4 6 
Income-tax | P m Ps 9 6 
Tax payable by company on Ат of extra ra profit : 

istributed Хто о 

SUR-TAX: 4 s а 
Net income, as before, £11,400! 

Sur-tax on £1 extra . 8 6 
Total tax cost of £1 extra profit a Е £x 8 6 





‘Do you seriously tell me that if I earned and 
paid out an extra Хт of profit it would cost me 
more than the Хт in taxation? 

“The taxes I have quoted to you are thost which 
are in force today. The first 16s od arises whatever 
happens, but the remainder of 125 6d is paid only 
if you take the £1 out of the company as dividend.’ 

He looked at me room for a moment, eased 
his collar, and ejaculated . . . ‘Phewl’ 


Alternatives ` 
I smiled. "That was how I greeted your propo- 
sition at the beginning of our talk.' 

"There doesn't seem to be much hope for me. 
What would you advise me to doP. 

‘Perhaps we could find you something smaller 
where you would not have to borrow to complete 
the purchase?’ 

‘No good. My sole urge in coming bise was to 
build up and expand any business I took over. 
Judging from what you tell me that 18 not allowed 
here today. Is incentive entirely stifled? 

“Well, not exactly. In business the answer 
probably i is “yes”, and I should tell you that in 
wanting to come here to build a business today 
you are an exceptional man. Our Government 
found it necessary a few years ago to introduce 
legislation to stop companies operating abroad 
from clearing out of Britain completely.’ 

"The greatest incentive in Britain today is to 
gamble. If you were a hardworking executive of 
a large company and you were paid a lump sum of 
£75,000 to secure your continued services, the 
standard rate of income-tax and sur-tax on that 
sum would be £70,087 ros od leaving approxi- 
mately £5,000, subject to other income and 
personal allowances. On the other hand if you 
guessed correctly the results of some football 
matches and won £75,000 you would keep the lot!’ 

But he just looked his astonishment and I 
continued. 'So far we have discussed current 


‘taxation only. Death duties have to be considered 
also, but we can go into that later.’ 
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Present Occupation 

"You have not told me much about your life and 
occupation abroad?’ LOS 

He roused himself from his stupor. 'I grow 
coco-nuts on an island in the Pacific: It's near the 
Tropic of Capricorn. It's a small island, good 
bathing and fishing, but, of course, it lacks the 
attractions you have here.’ | 

My mind was conjuring up a picture of blue 
seas and tossing palms. ‘Did you not like the life? 
Why do you wish to give that up to come here 
under today’s conditions?’ 

‘Oh, I was restless and a bit lonely, I guess.’ 

‘Is there scope for expansion of business out 
there? 

‘Oh, yes, lots of possibilities.’ 

‘Hm, Mr Syntax, perhaps what you need is an 
energetic partner to work with you out there. 
You must let me turn your problem over in my 
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mind. Will you dine with me tonight and we can 
consider the matter further? 

‘Why, that is very cordial of you, sir. I should 
be delighted and I, too, shall think over the 
position until we meet again.’ 

‚ І saw Mr Syntax out and came back with my 
mind in a whirl. 


A New Partnership 
The ’phone was going again, staff waiting to see 
me, those reports and unanswered letters on my 
desk, also my current income-tax assessment 
notice, and somewhere in the south seas a cool 
wind was blowing over a coco-nut plantation and 
blue seas were lapping a sandy shore. . .. 

I did not think that Mr Syntax would meet as | 
much difficulty in finding a partner for his 
plantation as in finding in Britain a remunerative 
business for his energies. 


COMMENTARY-XLI | 


Current Accounting Opinions in the United States and Canada . 
by KENNETH Е. BYRD, M.A., B.Sc.(Econ.), A.C.A., С.А. (S.A) — 


Journal of Accountancy, 
New York, January ` 
| Financial Reporting . . 
HE American Institute's research depart- 
ment has published. the sixth edition of 
Accounting Trends and Techniques. The 
reports of 600 companies are analysed and items 
such as inventory valuations under LIFO are 
compared extensively over a period of years, to 
establish trends of practice. The number of 
corporations using LIFO is shown to have grown 
from 115 in 1949 to 183 in 1951. From 152 
companies publishing comparative statements 
in 1946 the number has grown to 296 in 1951. 


Uniform Professional Standards 


А joint committee of the American Bar 
Association, the Association of American Law 
Schools and the National Conference of Bar 
Examiners is considering the question of a 
standard Bar examination for all states. In its 
rapid development, says the editorjal, the 
accounting profession adopted the uniform certi- 
fied public accountants’ examination, without 
first developing professional schools and uniform 
educational requirements like the legal profession. 
But now it has appointed a commission to con- 
-sider the question of education and experience 


Professor of Accounting, McGill University, Montreal 


for certified public‘ accountants. Thus the 
editorial sees all the professions heading in the 
same direction but by different routes. · | 


Stock Dividends and Stock Split-ups 
Accounting Research Bulletin No. rz of the 
American Institute of Accountants is now pub- 
lished in revised form. Where a new share issue, 
for which no consideration is received, does not 
exceed 20 per cent or 25 per cent of the existing 
shares it is thought not likely greatly to lower 
their market value. In this case, while a stock 
dividend does not in fact constitute income to 
the recipient, it is thought that many receipients 
may regard it as such. It is, therefore, considered 
that the corporation should permanently capitalize 
profits equal to the fair value of the new. shares, 
quite possibly exceeding par value. Issues of 
greater percentages, where market value may be 
materially reduced, amount to ‘stock split-ups’ 
and should be so treated, without the need for 
capitalizing any profits. In this case use of the 
word dividend should be avoided, unless state 
laws require it. It is considered that for both 
stock dividends and stock split-ups the recipient 
should equitably apportion the cost of the shares 
previously held to the total shares held after the - 
receipt of the new shares. Such cost will deter- 
mine any gain or loss on ultimate sale. 
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Depreciation of Emergency Facilities 

The new Accounting Research Bulletin No. 42 
states that, where emergency facilities are being 
amortised over five years for income-tax purposes, 
the fact that no deductions for depreciation will 
be allowable for income-tax in the post- 
amortisation years should be taken into account. 
There may well be reasons why the five-year 
period may be used also for the financial accounts, 
but not where the estimated depreciation differs 
considerably. In this case, if the depreciation 
provision is much less than for tax purposes, a 

charge should be made in the income statement 
for the extra tax to be paid through lack of a 
depreciation charge in the post-amortisation 
years. The tax should be calculated with reason- 
able anticipation of future changes. It is 
considered preferable that the credit should go to 
deferred income-tax, against which ‘the excess 
tax will be charged in later years. Credit to 
accumulated depreciation account is ове. 


allowable. 


The Controller, New York, 
January. 

An Employee Inventory 
Measurement of workers’ morale may now be 
made by use of a device worked out by the 
“University of Chicago. It is called an employee 
inventory, and is a select list of seventy-eight 
questions showing what workers like or dislike 
about their jobs, their pay, their boss and the 
company in general. This is claimed as the first 
standard yard-stick to measure factors ranging 
from working conditions to questions of status, 
opportunity for the future and security. The 
indicator has been tested in large stores such as 
Sears, Roebuck & Co. Morale findings have been 
correlated with records of productivity, perform- 
ance and absenteeism to check their reliability. 
The test takes thirty minutes. 


Accounting Review, Menasha, 
Wisconsin, Sanuary. 
The Use of Indices in Accounts 
То Professor A. C. Littleton, Professor Emeritus, 
University of Illinois, the use of index numbers 
in accounts would be 'an uncritical acceptance 
of. formulas prepared by non-accountants for 
non-accounting uses. It would be 
‘the abandonment of the essence of accounting 
technology —the: close integration of real and 
пата accounts and of financial and operating 
n 


in favour of acti reared statistical. categories". 
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Nevertheless, Professor Albert L. Bell, of 
Franklin and Marshall College, after examining 
the general problem, gives the result of his 
conversion of the machinery and buildings 
records of The Armstrong Cork. Company. He 
used an average of two specific price indices 
dating back to 1913 as bàse. In the years 1948, 
1949 and 1950 conversion increases the charge 
for depreciation by 95 per cent, 81 per cent and 
83 per cent respectively, representing between 
two and two and a half million dollars each 
year. He points out that tbe figure of over 
$2 million is small compared with $130 million 
total deductions from revenue, but is 20 per cent 
of the yearly net profit of $10 million and needs 
to be retained to maintain capital intact. He would 
have the adjustments shown in supplementary 
reports not in the financial statements which, 
in their regular form, should reveal management's 
ability to maximize mixed profits, combining 
both economic and price change profits. 


Quasi-réorganization 
Professor Harry Burleson of Wayne University 
traces the history of so-called quasi-reorganiza- 


‘tions in the United States from their origin in 


the depression of the early 1930s. In 1934 the 
American Institute issued Accounting Research 
Bulletin No. 3, supporting the quasi-reorganiza- 
tion as a voluntary adjustment with approval of 
the stockholders. Assets are restated as if a new 
corporation were being formed to acquire the 
old, reductions being charged against capital 
surplus. The Securities and Exchange Commission 
has expressed approval of the theory of even 
upward quasi-reorganization, provided it is 
reasonably permanent, but this has not yet been 
tested in actual cases. 


LIFO or Market 
In approving LIFO for income-tax purposes the 
opening inventory valuation at the time of 
adoption was made a floor for future income 
determination. ‘There is a strong movement to 
have this amended to permit use of the lower 
of LIFO or market. It must be remembered that, 
in the United States, the normal meaning of 
‘market’ is ‘replacement value’. Mr К. 
Engelmann, Accounting Director, National Board, 
Y.M.C.A., clearly shows that, in a year of first 
rising then falling prices, the later use of market 
may well cancel the early effects of Lrro. In this 
case the same profit will be obtained as if FIFO 
were used throughout the year, the principle of 


‘consistency being replaced by one of expediency. 
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A CASKET OF ENGLISH COINS 


by R. ROBERT, A.C.1.S. 


ancestors of two or three thousand years ago — 
though much more civilized than is commonly 
supposed – conducted their commercial trans- 


I: is probable, in fact almost certain, that our 


actions by means of barter. They may perhaps, | 


at some stage have had a primitive form of money, 
for in other parts of the world such things as 
cowrie shells, cattle, salt, and even pebbles, had 
served as a medium of exchange. 

A metal coinage, the advantages of which were 
not fully realized by the ancient world until 
‘about the seventh century B.C., will have been 
comparatively late in arriving here. Coins may 
have been adopted as the result of contact with 
Gaulish or other continental traders. 

As it happened, the native Britons had adequate 
supplies of a valuable metal available and it is 
- not surprising therefore to learn that the very 
earliest English coins were struck from it: the 
metal being, of course, tin. Bearing upon their 
faces the most rough and ready imitative designs, 
they have none the less a fascination which 


attaches to all beginnings. After them came other _ 


coins, made of gold, silver and copper: coins 
which perpetuate the memories of such legendary 
tribal rulers as Cassivellaunus (Caesar’s gallant 
adversary). 
. A Libra, Solidus and Denarius 

'The Roman conquerors brought with them an 
already highly developed money technique. They 
left, scattered about England in fields and 
citadels, tens of thousands of their coins and 
fresh hoards are constantly being unearthed by 
archaeologists. But as we are confining our- 
selves to English coins, we shall not deal with 
them though accountants may like to be reminded 
that it is from the Romans that we derive our 
£ s d signs, which stand. for libra, solidi and 
denarii respectively. The Шта, it may be 
mentioned, was a weight, but the solidus was 
actually a gold coin, of approximately the same 
size as a modern sovereign, whilst the denarius 
was 2: small silver coin. Another point of interest 
in connection with Roman money is that it is on 
the reverse of a gold sestertius, struck during 
the time of the Emperor Hadrian, that a recog- 
nizable representation of Britannia, complete 
with shield and spear, is to be noted for the first 
time on any coin. ; 

For about two hundred years after the with- 
drawal of the Roman legions, the economic life 


of Britain seems to have relapsed into a condition 
of such chaos that money, the universal solvent 
in civilized states, lost its value. Coins ceased to be 
manufactured after about A.D. 450, and there is 
something like a numismatic blank until after 
the Anglo-Saxons had established themselves in 
the land. 
Silver and Golden Pennies 

During the reign of the Kentish king, Aethelbert 
II, we hear, for the first time, of a coin which was 
called the penny. Offa, of Mercia, who invaded 
and subjugated Kent, continued striking pennies 
and it is, in fact, this monarch who is usually 
credited with their introduction. Mints existed 
at Canterbury and London, and the pennies, of 
excellent design, were made of silver – one pound 
of silver producing exactly two hundred and 
forty pennies. And there, remote in the days of a 
forgotten Mercian king, who reigned in the 
eighth century, we see the foundations of our 
present monetary system (with all its awkward- 
ness) being laid. 

The Norman Conquest seems to have resulted 
in по revolutionary changes so far as the coinage 
was concerned. William I, whilst impressing his 
own portrait upon the silver pennies, allowed the 
Saxon moneyers to continue in the old style. 
But their high standards began presently to 
deteriorate, and by the time of Henry I much 
debased coin was in circulation. Eventually the 
king was forced to take drastic action, and in 
1124 ninety of the ‘bad’ moneyers had their 
right hands cut off at his order. 

During the troubled days when Stephen and 
Matilda were contending for the throne of 
England, a number of the barons began to strike 
their own coins. King Henry II reduced the 
number of mints to about one dozen, a move no 
doubt calculated to control and centralize money- 
making activities. Henry III reduced the number 
of mints in operation still further—to eight. 
This monarch's reign is also notable because in 
1257 he introduced a golden penny, worth 
twenty of the silver pennies. This coin was: 
probably struck as a counterpart, or imitation, of 
the continental florin. 


Sovereign and Shilling . 
The groat (the word is derived from the French 
gros tournois) was a four-penny piece, and first saw 
the fight of day in the time of Edward I, who was, 
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indeed, responsible for the creation of ап en- 
tirely new coinage. He struck the first- round 
farthings, for up to that time farthings had been 
made by the doubtful expedient of cutting the 
silver pennies into four sections. And-an in- 
teresting observation which we can make here is 
that the English penny, once more in renown 
abroad, came to be known by the Latin name 
stérlingus, whence the modern term ‘sterling’. 

. Reforms, or revaluations, of the currency took 
place in 1412, and again in 1464; and after the 
latter had been enforced a new gold coin, of 
magnificent design, the ryal, or rose-noble, 
valued at 10s od, made its appearance. Half- 
ryals and quarter-ryals were also struck. ‘Angels’, 
worth 6s 8d and half-angels worth 3s 4d, belong 
to the same period. 

` Later in the fifteenth century two entirely 
new coins were introduced into the currency, 
King Henry VII is the monarch who may claim 
credit for minting the prototype of the modern 
gold sovereign. The actual date of this important 
innovation was 1489, апі the coinage was, at 
the same time, redesigned. 

The silver ‘testoon’, or shilling, which appeared 
i 1500, was valued at twelve pence. Few appear 
to have been made and they are as a consequence, 
highly prized. 

| Silver Crowns l 

Henry VIII distinguished himself in the numis- 
matic sense by suppressing such ecclesiastical 
mints as were still operating in his day and by 
heavily debasing the coinage, to the great 
advantage of his exchequer but to the more 
general concern: As much as two-thirds copper 
went into his silver coins and when he did not 
actually debase, he took the alternative course of 
reducing the coins in size. His son Edward VI 
endeavoured, during his short life, to restore 
the fineness of English money but found himself 
confronted with an all but impossible task. In 
the end, his efforts were successful and we may 
mention in passing that it was during Edward’s 
brief reign that the first silver crowns, half- 
_ Crowns, six-penny pieces and three-penny pieces, 
were struck. 

From.some of the foregoing remarks it can 
be gathered that the making of money was a 
skilled craft on which many workmen and officials 
depended for their living. Each coin was a hand- 
made product individually struck with the aid 
of hammer and dies. 


Mechanizing the Mints 


The first move in the direction of mechanizing 
the mints came in Elizabeth’s reign, when a 
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Frenchman named Mestrelle (eventually hung 
for forgery) demonstrated how metal could be 
rolled, punched and stamped in a mill driven 
by water- or horse-power. But owing to ‘trade 
union’ opposition on the part of the mint 
officials, the making of ‘milled’ money was dis- 
continued, to be taken up again later in the reign 
of Charles I. Incidentally, money with a milled 
edge (more correctly a ‘grained’ edge) was intro- 
duced for the first time during the Commonwealth 
period and it virtually put an end to the activities 
of the ‘clippers’. The Restoration brought with 
it the first official copper coinage, as well as a 
coin made from West African gold, known as the 
guinea. 
The Gold Standard 

For the next really major development in the 
English coinage we must leap forward to. the 
nineteenth century, in the early part of which the 
gold standard was adopted, silver coins being 
reduced to the status of tokens only. А complete 
recoinage was undertaken, and the Government 
called in Boulton and Watt to apply steam- 
power to the Royal Mint presses. 

Among other things this 1816—17 reform led 
to the abolition of the guinea (then valued at 
twenty-one shillings) and to the substitution of 
the gold sovereign in its place. This sovereign, 
às well as the crown or five shilling piece, bore 
the remarkably fine St George and the Dragon 
design on the reverse. Subsequently, during the 
reign of Queen Victoria, two entirely new 
denominations of coin appeared. The florin or 
two-shiling piece was introduced in 1849 and 
was intended as a first step towards the deci- 
malization of our money system. Half-crowns 
were withdrawn for a number of years, but had 
eventually to be put into circulation again at the 
urgent request of the banks. A double-florin or 
four-shilling piece was also struck in Victorian 
days, but it was a large, clumsy coin and found 
little favour. 


Replacement of Silver by Cupro-nickel 


No really striking changes are to be noted in the 
twentieth century. There was, of course, the post- 
war replacement of silver by cupro-nickel. This 
took place in 1947 and arose out of the necessity 
to repay silver to the United States, which had 
advanced us considerable quantities under lease- 
lend arrangements. There is also the twelve- 
sided three-penny piece, which is essentially a 
brass coin and was introduced (in pre-war | 
days) to supersede the tiny silver PM | 
piece. 
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THE INVESTIGATION COMMITTEE 
OF THE INSTITUTE 


| Ъу Т. В. КОВЅОМ, М.В.Е., М.А., Е.С.А. 
President of The Institute of Chartered ‘Accountants in England and Wales 


Committee has changed its functions in recent 

years. Time was when it regarded itself as merely 
a sort of grand jury whose job it was to receive and 
examine complaints against members and see if a 
prima facie case was made out. Any suggestion that it 
might advise a member beforehand on the line he 
should take on a question of ethics was viewed with 
horror: it seemed almost to be thought that penalty 
was better than prevention. 

When, however, the new Charter and Bye-laws 
were introduced in 1948, they went even further in 
regard to changes in this respect than did the change 
which had taken place before that time in the con- 
ception of the Council’s duty in relation to the issue 
of recommendations on accounting principles. The 
result is that the Investigation Committee is now 
ready and willing, indeed anxious, to advise members 
on problems of etiquette in particular cases. More- 
over the secretary can often give the desired guidance 
immediately on matters which, owing to previous 
decisions, it is not necessary to lay before the com- 
mittee: and, of course, the members’ handbook can 
often supply the answer to simple inquiries about 
insertions in telephone directories and the like, if 
only we will take the trouble to refer to it. 


No Code of Ethics 
There is, however, no code of ethics in our In- 
stitute. À few statements of offences are contained 
in the Charter and, as I have indicated, a few pro- 
nouncements on points which have become of general 
interest are reproduced in the members! handbook. 
Taken in the main, however, the Institute has по 
detailed regulations on this subject such as some of 
the oversea accounting bodies have. 

We have the one golden rule: 'Do unto others as 
you would be done by: ; but the application of that 
rule is not always easy without advice from experienced 
people. A member’s conscience is often an invaluable 
guide, and, speaking generally, a wise rule is to 
refrain from a particular action if one has a doubt 
about its propriety and to take action if one has a 
doubt about the propriety of remaining inactive in 
regard to such matters as communicating with other 
members whose field of activity one is entering. 


Advice on Matters of Etiquette 
It is on the application of the golden rule that the 
Investigation Committee can be helpful to members. 
Every month it gets a large number of problems for 
its consideration and does its best to give them a 


of the 


ccoun- 


I: is not generally realized how the Investigation 


Part of an address delivered at the annual meetin: 
Leeds, Bradford and District Society of Chartered 
tants, on March 200, 1953. 


sympathetic review. There is no real reason why any 
member should make a blunder оп a matter of 
professional conduct in regard to which he is in doubt, 
for the committee is always ready to give advice 
before the blunder is made. If the facts have been 
properly disclosed to the committee and the member 
acts on the committee's advice, nobody .can later 
prefer a charge against the member which the 
Investigation Committee will support. 


Complaints against Members 

'The Investigation Committee has also to consider 
complaints against members of the Institute which 
are lodged with, or initiated by, the Institute. Some 
have to be referred to the Disciplinary Committee, 
some of a less serious character are disposed of by 
the acceptance of an apology, and some are found 
to be without substance. 

` The most serious types of complaint are cases. of 
conviction for criminal offences. With our member- 
ship of 17,000 we cannot expect to be wholly free 
from this reproach, much as we regret it. ; 

Most of the other recent formal complaints relate 
to the failure of members to carry out their obli- 
gations towards their clients and towards the 
Institute. These are cases of neglect rather than of 
negligence because negligence does not constitute 
discreditable conduct unless it is of a gross nature. 
It is surprising how many cases of this kind arise 
nowadays and it is becoming quite a normal practice 
to add a charge of discreditable conduct in respect of 
failure to reply to letters from the Mey on 
disciplinary matters. 

Perhaps the other most frequent class of case 
arises from failures to communicate with other 
members u пров changes of auditors or of appointment 
in some other professional capacity. 

There have recently been two cases of formal 
complaints because of failures to comply with the 


‘Charter and Bye-laws in connection with articled 


clerks. One member allowed his articled clerk to 
serve in the office of an incorporated accountant and, 


‘in spite of this; signed the certificate of due completion 


of service. Another failed to make any arrangements 
for the future of his articled clerks when he dis- 
solved partnership and ceased to practise. 

It is in the obvious interests of the Institute that 
errors of conduct should be prevented rather than 
penalized; and the Council would much prefer to 
exercise its advisory functions rather than its punitive 


:powers. I urge every member to make full use of the 


opportunities to obtain advice from the committee. 
То do so is both in his own.interests and in the 
interests of the Institute.as a whole. . 
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WEEKLY NOTES 


Scottish Institute’s New President 


Mr John L. Somerville, C.A., Е.К.5.Е., was elected 
President of the Institute of Chartered Accountants 
of Scotland for the 
year 1953-54 at the 
M annual general meet- 
E ing of the Institute 
me held in Glasgow on 
| March 25th. Mr 
Somerville, who was 
admitted a member 
of the former So- 
ciety of Accountants 
in Edinburgh in 
1909, is senior part- 
ner in the firm of 
Es Wallace & Somer- 
MEN A ДЕН | ville, Chartered Ac- 
Photo: b. R. Yerbury @ Son COuntants of Edin- 
urgh. He was a 
member of the Council of the Sixth International 
Congress on Accounting held in London last year. 
Sir lan Bolton, Bt., D.L., O.B.E, J-P., C.A., of 
Glasgow, was elected Vice-President. 





The Institute's Coronation Reception 


As already announced, a reception to mark the Corona- 
tion of Her Majesty Queen Elizabeth II is to be 


held by The Institute of Chartered Accountants in: 


England and Wales at the Royal Festival Hall, 
London, on July 8th. 

Further details of the arrangements will shortly be 
sent to all members who will be asked to indicate to 


the secretary by means of a prepaid reply card whether , 


they will be applying.for tickets, the probable cost 
of which will be two guineas each. It is hoped that a 
number of members from oversea, who may be in 
the country for the Coronation, will be present. 

Commencing at 9 p.m., members and their guests 
will be received by the President; there will be dancing 
and a cabaret, with a champagne buffet. The pro- 
ceedings will terminate at т a.m. 

The Roya! Festival Hall, already closely associated 
with the accountancy profession by the holding there 
last year of the International Congress on Accounting, 
has been fittingly chosen as the scene of this festive 
occasion. 


Rayon Output Soars 


Figures now released for rayon production in 
January show that this industry, after a late but 
drastic recession last year, has won back all its lost 
ground. In the first month of this year output was 
34-4 million lb ~ only 1:6 million below the record 
level of November 1951. 

~- The recovery is most noticeable in staple fibre, 
that is in contrast to filament, and production for 


January actually went through the old peak set up for 
this section in November 1951, to reach a new record. 

The really interesting question which the recent 
experience of rayon poses does not directly concern 
these good figures, welcome and satisfactory as they 
certainly are. Nor do the figures give an answer to 
the question. The query is this. How far and in what 
circumstances should an industry when hit by a 
recession pursue a drastic policy of cutting down 
output, putting labour on short time and taking 
machinery out of production – thus avoiding making 
for stock which will have to be worked off before the 
recession:is finally put behind? There may be no 
lesson of general application in this, but rayon is 
certainly an examplė of an industry which took 
such stern medicine and pulled with remarkable 
speed out of the depression. It will be interesting to 
see in due course when their accounts are published 
for the recent financial period whether they avoided 
making serious provision.from their gross profits to 
write down stocks – as many textile firms are haying 
to do these days. Р 


Review of Printing ProdncHey- 


Ап increase in the measures to raise productivity iri 
the printing industry has followed from the work 
done by the teams which visited the United States, 
says a progress report on the industry issued this 
weck by the British Productivity Council. The 
application of incentives schemes, better planning 
and production methods, further examination of 


. methods of make-ready, and research into various 


aspects .of printing techniques have all received a 
stimulus. 

These steps will be welcomed, for printing could 
easily become a high-cost industry and vulnerable to 
competition in its home market from Germany, 
Holland and France. The war gave the British 
printing machinery industry a chance to establish 
itself further in the home market and mechanization 
has played a role to some extent in raising pro- 
ductivity. But fear of a recurrence of past experience 
in the printing industry is still the main reason why 
both sides of the industry are apt to hurry slowly. 


World Steel Output 


There is good evidence that this will be something 
of a record year for world steel production. Last 
month's issue of the Monthly Statistical Bulletin of the 
British Iron and Steel Federation points out that the 
steady increase in the world’s annual output since 
the war was arrested in 1952 by the steel strike in the 
United. States. There is every prospect that there will 
be no labour troubles in the American industry this 
year and that in consequence the total world output 
will resume its upward trend. ` 

The world's steel potential has, indeed, been 
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growing at a rapid pace in the last few years. Since 
pre-war, production has more than doubled behind 
the Iron Curtain and in the United States. In Britain 
it has risen by 40 per cent, in the Schuman 
countries by 17 per cent and in western Europe as a 
whole by 27 per cent. 

Will this huge potential be paralleled by an 
equally impressive dein and? In theory the capacity 
of the world to absorb steel is tremendous. Тће 
bulletin mentioned above shows apparent con- 
sumption of steel in the United States (which may 
be taken as a standard of high consumption in a highly 
industrialized country) at 1,343 ingot Ib a year. 
In this country it is 642 lb and in Italy 166 
Ib. In the under-developed territories the scope 


for expansion is naturally much greater even than’ 


in western Europe. But a potential demand is not the 
same as an actual demand and the time has come, 
it would seem from the figures, when steel will not 
be difficult to come by in the markets of the world 
and will have to be actively sold. 


Higher Production – а Selling Problem ? 
Time was when the monthly production indices 
were anxiously scanned for signs of higher outpüt. 
Making the goods to sell was the principal, almost 
the iu problem. Today it is different. Production 
is still a major consideration but so too is selling it. 
In 1953 this country must not only increase its 
industrial output: it must increase the output of 
those goods which will sell, especially in export 
markets. 

It is against this background that the national 
indices of production must be examined today. Last 
week the monthly production figures for January 
were put out and an estimated figure for February 
(which will probably have to be revised downwards 
as other results come in). They show that industrial 
output made an encouraging recovery from the low 
level of December but that it was still lagging behind 
the performance in the first two months of 1952. 
'To judge from the figures which are available to 
make a guess at February's results possible, the 
basic industries are showing notable resilience. Coal, 
steel and power were all moving confidently upward 
in February. It remains to be seen what the indices 
look like when some of the industries with selling 
problems have their February performance pub- 
lished. 


Report of the Chief Inspector of Factories 
It is a pity that the annual report of the Chief 
Inspector of Factories comes out so long after the 
period under review for there is always material in 
it which should be brought to the notice of a wide 
commercial readership. The Report for 1951 was 
published last week. 

In the section on industrial developments and 
safety, stress is laid on the importance of fencing 
dangerous machinery. Reference 1s made to the value 
of mechanical handling equipment as a means, 
among other things, of increasing safety. Safety 
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principles, it points out, should be considered at the 
stage of planning, adapting or altering factories – 
not later. 

The statistics of accidents show that compared 
with 1939 there has been a serious increase in trans- 
port mishaps and the Chief Inspector calls for 
stricter discipline for drivers and users of such 
vehicles. Over the same period there was a noticeable 
decline in sepsis and a slight fall in eye injuries. 
Accidents to elderly people suggested that they were 
not more prone to injury than younger people but 
that the consequences of accidents tended to be 
more serious. Accident reports for the year dispelled 
any doubt about the capacity of persons over 60 to 
do useful work in indus 

Other sections of the report deal with accident 
prevention, accidents due to faulty operational 
designs, accidents in certain industries, industrial 
poisoning and health and welfare. 


World Economic Report 


World economic reports have a salutary effect on 
those who tend to be preoccupied with the affairs of 
their own country – especially when those affairs 
develop periodic crises. To see the problems of 
one's own country against the background of world 
affairs helps to restore perspective and to get some 
idea of how far the difficulties of a particular country 
are of its own making and how far symptomatic of 
wider malaise. This 15 broadly true even when the 
world reports are based on, in places, fragmentary or 
misleading statistics. Even after allowance has been 
made for these.shortcomings there is a good deal to 
be inferred from the figures. 

Seen against the background of world events in 
1951-52 the performance of this country is not dis- 
couraging – though it would be wrong to put it 
much stronger than. that. The noticeable slowing 
down in the rate of expansion of industrial output 
was common to other countries with varying kinds of 
'free-enterprise' economies. The report classes 
economies into three kinds- those with planned 
systems (meaning broadly the totalitarian states), 
the developing countries (like the Latin American 
countries) and the private enterprise group. Com- 
parisons with this country are only really valid 
within this third group. 

Another common feature was the increased ex- 
penditure on armaments. Consumption goods in- 
creased in supply and both these categories advanced 
at the expense of the private investment sector. There 
is certainly a familiar ring about this. The limit to 
production was set for the third group to a very large 
extent by the failure of exports to hold their ground, 
and since this country lives pre-eminently by export- 
ing, it was correspondingly severely affected by the 
contraction of markets. There is a sting in this one, 
of course. ТЕ shows not only how vulnerable we are 
to fluctuations in our export trades but also that we 
may expect increasingly severe competition from 
now on in such markets as are available. 
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FINANCE AND COMMERCE. 


Easter week invariably finds stock markets idle and 
itregular in tone. Main concern at present is with 
the Budget and some of the more ОРЕВ estimates 
are Dring seed down. 


Receiver's Account 
We continue thé Stormgard story this week with 
reproductions of the statement of assets and 
liabilities prepared by the receiver and manager of 
A. Whyman Ltd, the all-important subsidiary, 
Stormgard itself being a holding company. : 


It is clear from the statements and from the | 


information suppliéd by the receiver, a letter from the 
Shareholders’ Committee to members says, that owing 
to the extent to which the business of A. Whyman 
Ltd had deteriorated before his appointment, the 
receiver does not consider it possible to carry on the 
business for any length of time with a view to its 
reconstruction or its sale as a going concern. 

The committee outline an offer which has been 
received from a possible purchaser. It provides for 
the.transfer of the debenture of Lloyds Bank and 
assignments of the unsecured debts for £230,000; 
the transfer to the: purchaser of all Whyman's 
capital for a nominal £5; the payment off of Lloyds 
Bank and the preferential creditors and the payment 
of receivership expenses; the appointment of the 
purchaser’s representative as receiver in place of the 
present receiver and payment of receivership ex- 
penses to that date; the reservation to the unsecured 
creditors of any rights they may have against the 
directors; árid the carrying on of the business pending 
es letion. 

e £230,000 takes account of the benefit of 
Whynare trading losses for tax purposes. 


Preference Position 


Now follows the point to which we drew attention on 
March 21st: With Stormgard ranking as an un- 
secured ‘creditor for loans to its subsidiary (see 
balance sheet.reprint page 252 on February 28th) 
Stormgard preference shareholders actually do 
better out of the sale of the business in terms of 
distribution per £ than do the other unsecured 
creditors of Whyman. 

Out of the £230,000 it is estimated that £90,335 
will be left for unsecured creditors after £11,589 for 
the payment of preferential and other creditors in 
full, £121,076 for debenture-holders etc., and £7,000 
for debenture interest, Receivership costs and 
coritingencies. 

This £90,335 represents an approximate dividend 
to Whyman’s unsecured creditors of 3s 10d in the £1. 
Stormgard’s share of the £90,335 is approximately 
£60,000, a sum equivalent to approximately 6s od 
in the fa for the preference holders. Ordinary 
shareholders, as the shareholders committee points 
out, have lost all their capital. 


In considering these statements, reference back to 
the reproduction of -the Stormgard accounts on 
February 28th, should be made, particularly in 
regard to the stock position. 


Valuing Films 


Mr Reginald P. Baker, F.c.a., chairman and managing 
director of Associated Talking Pictures Ltd, explains 
in his statement with the accounts the method 
adopted for valuing the stock of completed films held 
by the company's subsidiary, Ealing Studios Ltd. 

Shareholders will appreciate, he says, that the 
value at which the completed films are carried 
forward is a cardinal feature of the subsidiary's 
operations, and one of the turning points upon 
which losses are sustained, or profits made. The figure 
of £426,404 at which the completed films are brought 
in is, he says, based on very detailed estimates 
prepared from all available information as to the 
revenues to be expected from each film from all 
territories throughout the world, including the very 
full and helpful information furnished by the 
company's world distributors. In the aggregate, the 
value shown is on a lower basis than in the pre- 
ceding year and is less than production cost. Тһе 
Board's view is that this constitutes a fair valuation, 

The auditors record briefly in their report the 
directors’ view that the £426,404 will be wholly 
recoverable out. of revenue from completed films 
taken as a whole but, they say, 'as this involves a 
forecast of the future, it is impossible for sufficient 
to be available at the date of this report to enable 
us to confirm this’. 


Parish Accounts 


Those of our readers who may be concerned whether 


the layman understands accounts put before him 
might be interested in the attitude of the reader who 
sends us a copy of his ‘parish accounts’ “You will 
notice that it is a hybrid,’ he writes, ‘an income and 


expenditure account with opening and closing 


balances added. It is laid out in this way to be as 
intelligible as possible to the layman and (?) lay- 
woman.’ 

“There will be some who can get no further than 
“Total expenditure £2,993” and “Total income 
£3,104” – they will have learned something for their 
pains. For those who reach “Balance at December 
31st, 1952, £63” and fondly imagine it to be in the 
bank, I have no qualms – it is as good a way of 
imagining the position as any other.’ 


Money Market 
There was little change in Treasury bill conditions 
on March 27th. Applications were {334,610,000 and 
the market obtained 67 Ра cent of requirements 
with the average rate £2 8s о'204 per cent. This 
week’s offer is £230 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Canadian Tax Reductions 


Sir, – I was interested to see in the Weekly Notes 
of your issue of February 28th a reference to the 
Canadian tax cuts. 

The following comments may be of interest to you. 
I. Dividend tax credits 
It is not quite correct to say that dividends are 
reduced by a percentage in arriving at individual 
incomes for tax purposes. The actual procedure is 
this: 

Dividends are included in income, and tax is 
computed on the taxable income which includes the 
dividends. The tax itself is then reduced by a per- 
centage of the dividends included in income. The 
tax credit was то per cent for the years 1949 to 1952 
inclusive and is 20 per cent for the year 1953. There 
is a limitation which prevents the tax being reduced 

-to a figure less than it would have been had there 
been no dividend income. 


2. Overall effect of dividend tax credit 
The 1953 credit of 20 per cent comes close to 
eliminating double taxation on the first $20,000 of 
corporate profits. Profits in excess of $20,000 which 
are subject to a 49 per cent rate of corporate tax, 
continue to bear a heavy load of double taxation on 
distribution. You state that the shareholder of the 
British company gets no relief in respect to the profits 
tax by it. I think that at the same time you should 
bear in mind that your shareholder gets full relief 
for income-tax as opposed to profits tax. Admittedly, 
while you are moving towards double taxation, we 
are moving away from it, but I think that our present 
lot is less fortunate than you believe it to be. 
i Relief for provincial tax 

In this case it is not the profits from operations in 
the province which are reduced by the 7 per cent or 
5 per cent for federal tax purposes, but the federal 
tax itself; in other words, the percentage figures 
which you quote are again not reductions of income 
but tax credits. 


4. Overall corporate tax rates 
The figures of 18 per cent and 47 per cent which you 
giv e are correct. However, in ordẹr to recognize the 

ll extent of the corporate tax burden, it is necessary 
to take into account the fact that a 2 per cent social 
security tax is levied on all corporate income. This 
means that the full corporate tax rate is 20 per cent 
on the first $20,000 of profits and 49 per cent on the 
excess. 

I am, Sir, 
Yours faithfully, 
Toronto. R. B. DALE-HARRIS. 


[We are indebted to Mr Dale-Harris for this amplifica- 
tion of our Weekly Note. – Editor.] 


Transmission of Shares 

Sm, – In reply to the interesting letter by ‘Gloss’ in 
your March 2181 issue, regarding the transmission of 
shares in a private company, I would say that unless 
the company concerned is a very old one with pre- 
1908 articles, there is almost sure to be provision in 
the company's articles whereby the directors can 
refuse registration to a person or persons entitled to 
a share by transmission. But, and this is the point to 
my mind, that does not mean to say that having been 
asked to register shares in the names of the executors 
and in the order: widow, X., Y. and Z., they can 
register the shares in the order, say: Y., widow, X. 
and Z. 

In a word, while the company has power to refuse 
registration it cannot register in an order which 


. happens to please the directors. 


This is an anomalous position for the executors, for 
it means that if they do not give the voting power to 
Y. (the managing director) who will then become 
controling shareholder, they deny themselves a 
voting power although entitled to receive notice of 
meetings and annual accounts. 

И such an impasse is arrived at here and justice 18 
not done, then of course the executors must seek the 
protection of the Court under Section 210 of the 


Comp anies Act, 1948. Yours faithfully, 
‘Liverpool, 2. . PERCY E. WALLIS. 


Articled Clerks’ Lectures 


Sir, - It cannot be disputed that when the Council of 
the Institute insisted that articled clerks belong to a 
chartered accountant students’ society, it had their 
interests at heart. 

It is apparent, however, that the principal object of 
this provision, which is no doubt to ensure that 
articled clerks attend lectures, is not being attained. 
This, I suggest, is for the following reasons: 


(1) Articled clerks are obviously not penalized for 
non-attendance at lectures so that those who do not 
consider the lectures sufficiently beneficial are no 
more likely to give up their Saturday mornings now 
than ihey were before the Institute insisted on 
membership. This is particularly so as they are, in 
most cases, financially disinterested, their principals 
paying the subscriptions; and articled clerks who 
value the lectures would continue to be members in 
any event without the Institute making it com- 
pulsory. 

(2) di is quite likely that many non-attenders, like 
myself, have considerable spare-time study commit- 
ments and feel that Saturday mornings spent in 
recreation or even necessarily in study will give them 
greater benefit in the long run. 

(3) Many articled clerks who live at some distance , 
from the lecture centres and who would normally 
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like to attend, find the benefit to be obtained out of 

proportion to the expense and time involved in 

getting there. с 

In my opinion the Institute can best ensure full 
attendance by insisting (а) that lectures be held 
during normal office hours, and (5) that principals 
allow articled clerks to attend such lectures if they so 
wish. Yours faithfully, 

RUM DO. 


[The Secretary of the Union of Chartered Accountant 
Students! Societies comments: Membership of a stu- 
dents’ society affords two principal benefits: (1) wider 
professional education than text-book studies, and (2) 
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membership of a professional body with its stimulus to 
the corporate spirit. 

All articled clerks have heavy commitments for study; 
nevertheless many continue to find time to take the 
benefit of attending students’ society meetings. The 
distant student has his own problem, of course; one 
answer is the residential course, but difficult individual 
cases will remain. 

Standard articles already provide for 'reasonable 
leave for attendance at lectures and students’ society 
meetings'. Your correspondent voices the request for 
more lectures during office hours. There is an equally 
strong request from other students for lectures to be 
arranged further from office hours so that attendance 
does not involve loss of time in the office.] 


| EAST ANGLIAN SOCIETY 
OF CHARTERED ACCOUNTANTS 


ANNUAL DINNER AND DANCE IN NORWICH 


The annual dinner and dance of the East Anglian Society 


of Chartered Accountants was held at The Samson and 
Hercules House, Norwich, on Friday, March 27th, 1953, 
with Mr G. G. Youngs, F.c.a., President of the Society, 
in the chair. Members and guests with their ladies, a 
company of nearly 200, were received by Mr and Mrs 
Youngs, and by Mr Т. B. Robson, M.B.E., M.A., F.C.A., 
President of Тће Institute of Chartered Accountants 
in England and Wales, and Mrs Robson. 

Among the guests were the Lord Mayor of Norwich, 
Alderman W. E. Walker, J.P., and Mrs W. E. Walker, 
the Lady Mayoress; Mr К. Н. Mottram, J.P., F.R.S.L., 
and Mrs Mottram; Lieut.-Col. C. Gordon Larking, 
C.B.E., F.C.A., and 


Mr D. A. Clarke, LL.B., Е.С.А. (Chairman, London District 
Society of Chartered Accountants), and Mrs Clarke; Mr 
Т. №. О. Coleman, B.COM., F.C.I.1. (Vice-President, Insur- 
ance Institute of Norwich), and Mrs Coleman; Mr Derek 
du Pré (Editor, ‘The Accountant’), and Mrs du Pré; Mr G. С. 
Goult, F.c.a. (Vice-President of the Society), and Mrs Goult; 
Mr N. B. Hart, O.B.E., T.D., D.L., M.A., LL.B., F.C.A. (Presi- 
dent, Hull and East Yorkshire Society of Chartered Account- 
ants), and Mrs Hart; Mr J. S. F. Hill, a.c.a. (President, 
Nottingham Society of Chartered Accountants), and Mrs Hill. 

Mr А. S. Maclver, M.C., В.А. (Secretary, The Institute of 
Chartered Accountants in England and Wales), and Mrs 
Maclver; Mr A. G. Smeeton; F.c.a. (President, Sheffield and 
‘District Society of Chartered Accountants), and Mrs 
Smeeton; Mr К. W. Smith, O.B.E., T.D., F.c.A. (President, 
South Eastern Society of Chartered Accountants), and Mrs 
Smith; Mr C. Н. Thurston, L.R.I.B.A., F.R.I.C.8. (President, 
Norfolk and Norwich Association of Architects), and Mrs 
Thurston; Mr E. С. Turner, M.C., Е.С.А. (President, Man- 
chester Society of Chartered Accountants), and Mrs Turner; 
Mr H. A. R. J. Wilson, F.c.a., Е.З.А.А., and Mrs Wilson; 
Mr І. Woolley (Н.М. Inspector of Taxes, Norwich rst 
District), and Mrs Woolley. 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr Mottram, 
who said that accountancy in Norwich began before 
the year 1300, when 'some poor old chap on the staff 
of the cathedral monastery’ had to add up the rents 
received or receivable and not received from the various 
tenants. 

Claiming that he himself was 'a sort of an accountant' 
he recalled his service as a bank clerk. In those days 


bank clerking was a job. If it had not been for the work of 
the old-time bank men he doubted whether they would 
ever have had accountancy or even a credit system. 


Unfair Competition of Unqualified Persons 


In the course of his reply to the toast, Mr Robson 
spoke of the need for and the efforts made to secure 
control of those who perform public accountancy work. 
' “You know, many of you better than I,’ he said, ‘how 
much chartered accountants in the small towns and rural 
areas suffer from the unfair competition of unqualified 
persons. Many of these are nothing more than quacks, with 
no training and little knowledge, a real menace to the public 
whom they offer to serve. By specious advertisement and 
solicitation they bring their self-commendations to the 
notice of possible clients. These often do-not realize that 
the chartered accountant is not allowed to advertise and 
they assume that because he does not do so either he is not 
competent or his charges аге excessive, or both. 

‘The chartered accountant has to undergo a rigorous 
training in order to fit him to undertake accountancy and 
tax work, audits and financial investigations of all kinds, 
great and small. Moreover, he is а: man of integrity, 
character and competence who can safely be entrusted with 
this kind of work and will not charge more than a reasonable 
fee for it. He is under strict discipline by the Institute in 
regard to all matters of professional ethics. 

‘It is deplorable that the public should be protected from 
skimmed milk and unqualified dentists, but have no 
protection against the wiles of the quack accountant (hear, 
hear). In the long run, it is the public who suffer from his 
depredations as well as the members of our Institute. 

‘I regret to say that I see little prospect of bringing this 
state а affairs to ап end except through education of the 
publie. ` 

*Along with some other enthusiasts, led in the first 
instance by the late Sir Charles Palmour, and later by Sir 
Harold Howitt, I started as long ago as 1942 to try to 
bring about statutory control of those who engage in public 
accountancy activities. We foresaw that when the war 
came to an end the chartered accountant returning from 
military service would need protection from the quack; and 
we were determined if possible to obtain a square deal for 
him and the public. 


Draft.Bill Approved by all Bodies in 1946 


‘It took a long time under. war conditions to procure 
agreement among the recognized accountancy bodies 
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themselves. Eventually, however, in 1946, we had the 
satisfaction of seeing a draft Bill receive the approval of 
general meetings of all the bodies. High hopes then seemed 
to be justified; but that was before the lawyers began to 
point out weaknesses in the draft. 

‘It might be thought that a statutory requirement that 
the exercise of public accountancy activities should require 
a licence was something which could easily be enforced. 
But immediately there came the question: What are public 
8ccountancy activities? And incidental to that question 
came another: Have other interested parties any vested 
rights to perform such activities, and, if so, can Parliament 
be expected to interfere with them? 

*For a scheme to be of real use, the definition needed to 
be wide enough to embrace not only audits and accountancy 
in the narrow sense, but also such matters as taxation and 
costing. But accountancy and taxation work has been 
performed for many years by people of high standing such 
as the trustee and taxation departments of banks, solicitors 
and estate agents and others. Moreover, advice on costing 
has been given by members of the Institute of Cost and 
Works Accountants. The more we went into the matter the 
more improbable it seemed that Parliament would see fit 
to exclude interests such as these from the right to continue 
to engage in their long-standing accountancy activities: and 
without such exclusion the possibility of excluding the quack 
seemed remote. 

"We were very disappointed to have to admit defeat 
after so much hard work and negotiation, but defeated 
we were; and we may as well frankly admit it.’ 


Co-ordination now Being Sought 

‘The modest measure of co-ordination now being sought 
through an extension of Section 161 of the Companies Act 
to exempt as well as non-exempt companies will, if granted, 
touch only the fringe of the problem in the rural areas and 
the small towns. It is the work for individuals, farmers and 
traders that goes into the hands of the quack accountant. 
пан of ће Companies Act will make little difference 
to t. 
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*We must, therefore, rely largely on our own propaganda, 
the performance of first-class wore and the seizing of every 
opportunity to make known the competence and reasonable- 
ness of the charges of chartered accountants for all the work 
that they do. 

‘I hope sincerely that my remarks here tonight about the 
merits of chartered accountants and the de-merits of the 
quack will be given wide publicity and that those of you 
who suffer from unfair competition by unqualified persons 
will benefit as a result.’ (Applause.) 


The toast of ‘The City of Norwich’ was proposed 
by Lieut.-Col. Larking, who spoke of the attractions 
of Norfolk and Norwich and the way in which exiles 
felt about their native city and county. He hoped that 
modern education would never do away with the 
accent which was so easily recognizable wherever one 
came across it and he praised the spirit of adventure 
which was shown by the variety and vigour of the city's 
industries. 

In his response, the Lord Mayor said that Norwich 
was a twin city. ‘If you come here for business,’ he 
went on, 'you are astonished at its antiquities. If you 
come here for antiquities you are surprised to find as 
keen a business community as anywhere.’ Perhaps the 


.City's most attractive feature was, he said, its historic 


continuity with the past; it was unbroken since the 
Anglo-Saxons sold fish and minted their money. 

The toast of “The Guests’ was proposed by Mr Goult, 
and Mr Derek du Pré responded. 

A toast to the chairman and Mrs Youngs was pro- 
posed by Mr A. Е. Kent, J.P., Е.С.А., and was warmly 
received. In his response, Mr Youngs said how fortu- 
nate he had been in having the assistance of Mr Henry 
Robinson, F.C.A., their secretary, who showed tremen- 
dous enthusiasm and energy in handling the affairs of 
the society. 


INCORPORATED ACCOUNTANTS? 
SOUTH WALES AND MONMOUTHSHIRE 
- DISTRICT SOCIETY 


И ANNUAL DINNER IN CARDIFF 


The annual dinner of the Incorporated Accountants’ 
South Wales and Monmouthshire District Society was 


held at The Park Hotel, Cardiff, on Friday, March 27th. , 


The President of the Society, Mr Albert Salter, F.8.4.A., 
was in the chair, and with Mrs Salter and Mr C. P. 
Barrowcliff, F.s.a.a., President of The Society of 
Incorporated Accountants and Auditors, received 
members and guests who numbered over 230. 

Among those present were Mr William Thomas, 
Under-Secretary, Welsh Office, Ministry of Housing 
and Local Government, and Mrs Thomas; Mr Н. Т. 
Norton, President, Cardiff Chamber of Commerce; Mr 
К. S. Snelling, J.P., F.c.1.8., Deputy Chairman, Wales 
Gas Board; Mr A. Sinclair, M.A., M.ED., Headmaster, 
Howard Gardens High School for Boys, Cardiff, and 
Mrs Sinclair, and 

Sir Frederick J. Alban, C.B.E., J.P., F.8.A.A. (Member of the 
Council of The Society of Incorporated Accountants); Messrs 
К. Wilson Bartlett, J.P., D.L., F.S.A.A. (Member of the Council 
of The Society of Incorporated Accountants); C. E. Black, 
FiA.C:C.A, (President, The Association of Certified and Cor- 
porate Accountants, South Wales and Monmouthshire 


Branch); І. A. Е. Craig, O.B.E., B.A. (Secretary, The noie 
of Incorporated Accountants); С. C. Diamond, M.A. (He 
master, Cardiff High School for Boys), Peter Freeman 
(Member of Parliament for Newport); H. Kemball Greaves, 
Р.З.А.А. (President, Swansea and South-West Wales Society 
of Incorporated Accountants); F, Norman Harry (Chatrman, 
Cardiff Stock Exchange). 

Messrs L. Howles (Chatrman, South Wales Electricity 
Board); W. Gerwyn Jones, F.c.a. (President, South Wales 
and Monmouthshire Society of Chartered Accountants), 
P. D. Marsh, r.c.rs. (President, Chartered Institute of 
Secretaries, South Wales and Monmouthshire Branch); R. D. 
Milner (President, Newport Chamber of Commerce); A. T. 
Ruddock, r.c.1.s. (President, Insurance Institute of Cardiff); 
T. Wallace (President, Cardiff Law Society); D. J. Young, 
C.A. (President, Institute of Cost and Works Accountants, 
South Wales and Monmouthshire Branch). 


The toast of “The Society of Incorporated Account- 
ants and Auditors’ was proposed by Mr William 
Thomas, who congratulated the national President, 
Mr Barrowcliff, on his re-election to that office for the 
third year in succession. (Applause.) 

Mr Thomas had heard it said that accountants did not 
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allow for the imponderable human factor, and that 
they were apt to.complicate simple issues. He did not 
agree with these views. 


Calm, Cool Approach to Problems 


It was known that the particular function of the 
Society of Incorporated Accountants and Auditors was 
to maintain the highest standards in the profession of 
accountancy. It was a profession which touched life 
at all points, and what distinguished it from other pro- 
fessions was the ability to maintain a calm and cool 
approach to all problems. For example, members of 
the profession dealt with a bankrupt in exactly the 
same way as with a flourishing business magnate. 

It would be interesting, he added, to read a compre- 
hensive essay on the parts played by the profession in 
South Wales during the last half-century. He continued: 

‘Accountants in South Wales do not live apart from the 
community ~ they have a knowledge of men and affairs, 
and we have reason to be thankful that a profession so well 


equipped can be depended upon to give guidance and help 
in the years ahead.’ 


Government Expenditure and Taxation 


Replying to the toast, Mr Barrowcliff said in the course 
of his speech 5 

І would go во far as to say that present taxation is a 
lethal weapon slowly but surely destroying all that is best 
and most glorious in our race – individual independence, 
initiative, enterprise, thriftiness and hardiness. We are in 
the grip of financial dictators and it is well for us to recog- 
nize this fact. We need to rouse ourselves, our friends, and 
the nation from the fatal complacency about the grave 
results flowing from present taxation, and demand back 
our financial freedom. 

“To achieve relief, all government expenditure must be 
drastically cut. For the Chancellor to suggest that there is 
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little room: for substantial economy in an expenditure of 
four thousand and a quarter million pounds, is surely 
absurd. ; i ; 

"Time does not permit of my outlining again tonight a 
number of directions in which drastic economy is possible. 
Whatever plausible explanations may be advanced for this 
or that item of expenditure, the fact remains that we must 
live within our means. We are not doing that at present and 
no amount of complacency can hide the fact. Апу business 
man who drained his business of funds so as to enable him 
to live in grand style would stand condemned and would 
inevitably land himself into bankruptcy. This is exactly 
what we as a nation are doing by our present way of living. 
А way of life must depend on the work of the people. Social . 
services and the like can only exist in some relation to the 
way people are prepared to work. 

‘The Government needs to realize the truth of that and 
base its expenditure, especially for the social services, on 
available earnings from our work.’ 


The Forthcoming Budget 
‘It is hoped the forthcoming Budget will be realistic and 
face up to the necessity of ruthlessly cutting down expendi- 
ture to the limit of our available resources. In this way, we 
should be able to look forward to a substantial reduction in 
income-tax of something in the region of as 6d in the £ 
(hear, hear), which would bring a new hope and a new 
spirit to the nation, and any talk of 6d in the £ reduction 
would be completely inadequate to this end, and would be 
utterly failing to recognize the peril of continuing taxation 
at anything approaching the existing level.’ (Loud applause.) 

The toast of ‘Prosperity to South Wales and Mon- 
mouthshire’ was proposed by the Vice-President of 
the Society, Mr Е. M. Forster, F.5.4.4.; Mr Norton 
responded. 

The toast of ‘Our Guests’ was proposed by the 
chairman, who paid a warm tribute to the Hon. 
Secretary of the Society, Mr Tudor Davies, Е.8.А.А. 
Mr Snelling and Mr Sinclair responded. 


NOTES AND NOTICES 


Personal 


Messrs CALLINGHAM, Brown & Co, Chartered 
Accountants, of Balfour House, 119-125 Finsbury 
Pavement, London, EC2, announce that as from 
April 1st, 1953, they have admitted into partnership 
Mr Frank WILLIAM DADSWELL, A.C.A., who served 
his articles with the firm and who has been a member 
of the staff for many years. 

Messrs Baker, SUTTON & Co, Chartered Account- 
ants, of Eldon Street House, Eldon Street, London, 
EC2, announce that Mr Harry EDWIN Hann, A.C.A., 
has been admitted a partner in the firm as from 
April rst, 1953. 

Messrs Cooper Вкотневз & Co, Chartered 
Accountants, of 14 George Street, Mansion House, 
London, EC4, announce that they have taken 
Mr Davi» CONSTABLE HOBSON, M.A., A.C.A., into 
partnership as from April rst, 1953. 

Messrs Тномзом McLiNTOCK & Co, Chartered 
Accountants, of 33 King William Street, London, 
EC4, announce that Mr J. T. Н. MACNAR, M.C., 
B.A.(OXON.), C.A., who has been a member of their 
staff for some years, was admitted into partnership 
on April 1st, 1953. 


Messrs ATTLEE, EDGE & Lampert, Chartered 
Accountants, of 163 Hamstead Road, Birmingham, 
20, announce that, as from March Ist, 1953, they 
have admitted into partnership Mr Donap Н. 
LAMBERT, А.С.А., and Mr Dennis W. THOMPSON, 
A.C.A., both of whom have been associated with the 
firm for a number of years. The style of the firm will 
remain unchanged. | 

Messrs НЕАТНСОТЕ & CoLEMAN, Chartered Ас- 
countants, announce that they have removed from 
their offices at Bennetts Hill, Birmingham, 2, to 
new offices at 69 Harborne Road, Edgbaston, 
Birmingham, 15. Telephone: Edgbaston 4141-6; 
telegraphic address: ‘Clarify, Birmingham, 15’. They 
will continue to occupy their offices at Temple Row, 
Birmingham, 2, as before. | у 

Messrs CALDER-MarsHaLL, Твотгом & BOUND 
Chartered Accountants, of London and Slough, and 
Messrs WHITTAKER BAILEY & Co, Chartered Account- 
ants, of Southampton, announce with deep regret 
the death on March 24th of their senior partner, 
Mr Henry CHARLES BOUND, F.c.a. The practices 
will be carried on by the remaining partners at the 
same addresses as heretofore. 
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Messrs Brervers & Ance, Chartered Accountants, 
of Leeds, and Messrs GREENWOOD, ANDERSON & Co, 
Chartered Accountants, of Heckmondwike and 
Cleckheaton, announce changes in their respective 
firms which will take place early in April 1953. 
Mr Harry ANDERSON, A.C.A, will withdraw from 
Messrs GREENWOOD, ANDERSON & Co and join 
Messrs BEEvErRs & Арсје, who will also take over the 
office at 23 Cheapside, Cleckheaton, of which Mr 
ANDERSON has been in charge. Messrs H. GREENWOOD, 
A.C.A., and С. BARTON, A.C.A. (the remaining partners 
of GREENWOOD, ANDERSON & Co), will practise from 
National Provincial Bank Chambers, Heckmondwike, 
as Messrs GREENWOOD, Barton & Co. 

Messrs MippLEMIsS, SHeassy & Co announce 
that Mr D. Е. MIDDLEMISS, F.C.A., F.S.A.A., retired 
from the practice on March 31st, 1953. Тће remaining 
partner, Мг Н. Basi. SHEASBY, M.B.E., Е.С.А., 
F.&.A.A., has been joined in partnership by Mr D. 
ELLAM, A.C.A., А.А.С.С.А., who has been senior clerk 
with the firm for a number of years. The practice 
will be continued in the same name and from the 
same address. Mr MrpDLzMiSS remains available for 
consultation. 

Messrs W. E. & Н. К. Stacey, Chartered Account- 
ants, of 30 Exchange Street East, Liverpool, 2, and 
Ibex House, Minories, London, EC3, announce that 
as from April rst, 1953, they have admitted into 
partnership Mr RAYMOND Law, A.C.A., who has been 
a senior member of their staff for some years. The 
name of the firm will remain unchanged. 

The ers of Messrs DELOITTE, PLENDER, 
GREFITHS & Co, Chartered Accountants, announce 
with great personal regret the retirement through 
ill health of Mr James KILPATRICE, С.А., as from 
March 318t, 1953. 

Mr C. WHITE, A.C.A., practising as С. WHITE, 
Chartered Accountant, at 26 Market Place, Malton, 
Yorks, announces that as from April 6th, 1953, he is 
taking into partnership his managing clerk, Mr G. H. 
HOGGARD, A.s.A.A. The practice will be carried on 
under the name of Уште & Hoccarp at the same 
addreas. l 

Messrs Harmoop Banner, Lewis & MouwsEY, 
_ Chartered Accountants, of Liverpool and London, 

announce that they have admitted to partnership, 
as from April rst, 1953, Mr Юомар MALCOLM 
FINLAYSON, A.C.A., who served his articles with the firm, 
and has since been a member of their Liverpool staff. 
. Messrs Hopcson, Harris & Co, Chartered 

Accountants, announce that they have admitted as 
partners as from April rst, 1953, Mr G. M. Mow- 
FORTH, А.С:А., Mr J. PALMER, A.C.A, Mr W. J. L. 
CLARKE, А.С.А., and Mr W. Н. HALL, A.C.A., all of 
whom have been with the firm for many years. 


Professional Note 
Mr У. С. Smith, a.s.a.a., Secretary of The Solent 
Carpet Co Ltd (with which is associated The Wilton 
Royal Carpet Factory Ltd), has been elected a 
' director of the former company. 
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" Obituary 
Henry CHARLES BOUND, C.C., F.C.A. 


It is with regret that we record the death on March 
24th of Mr Henry Charles Bound, c.c., Е.С.А. 

Mr Bound was the senior partner in the firms of 
Calder-Marshall, Ibotson & Bound, Chartered 
Accountants, of London and Slough, and Whittaker 
Bailey & Co, Chartered Accountants, of South- 
ampton. Admitted an Associate of the Institute in 
1908, Mr Bound was elected a Fellow in 1925. Не 
was a member of the Court of Common Council of 
the Corporation of London, Past Master of the 
Worshipful Company of Wheelwrights, Past Master 
of the Guild of Freemen, and Vice-President of the 
United Wards Club of the City of London. 

.À prominent Freemason, his appointments in- 
cluded those of Past Grand Standard Bearer of the 
United Grand Lodge of England, Past Assistant 
Grand Director of Ceremonies in the Supreme Grand 
Chapter of England, and Past Master of West Kent 
Lodge. 

Royal Commission on Taxation 


Mr Sylvester Govett Gates, C.B.E., has been appointed 
a member of the Royal Commission on the Taxation 
of Profits and Income in succession to Mr William 
Johnston Keswick, who has resigned. 


In Parliament 
Overseas INVESTMENTS: INCOME 

Mr RusssLL asked the Chancellor of the Exchequer 
what was the United Kingdom’s average annual 
income from investments overseas in the years 
1909-13, 1919-38 and 1946-52. 

MAunLING: For those of the years concerned 
for which official estimates are available, the figures of 
net United Kingdom income from overseas invest- 


ments are: £ million 
1910 .. . 187 
1913 210 
1920 .. 200 
1922-38 average 5 за m .. 206 
1946—mid 1952 average s . .. 88 


Net United Kingdom income means United King- 
dom income from overseas investments less overseas 
income from investments in the United Kingdom. 
The estimates for 1910-38 differ in method and scope 
from those for 1946—52, as will be seen from the Board 
of Trade Sournal, where the earlier, and from 
Стад. 8201, 8505 and 8666, where the later, estimates 
were published. А major difference is that income 
from the overseas operations of the United Kingdom 
oil companies is excluded for 1946-52. . 

Hansard, March 24th, 1953. Written Answers, 


NON-TAXABLE ALLOWANCE 

Viscount HINcHINGBROOKE asked the Financial 
Secretary to the Treasury what untaxable allowances | 
are paid to what categories of persons out of the | 
Consolidated Fund or out of moneys provided by | 
Parliament. 
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Mr Bovp-CanPENTER: The following payments 
are specifically exempted from income-tax under the 
sections of the Income Тах Act, 1952, mentioned: 

Section 380 (1) and (2): Wounds and disability pen- 

“sions paid to members of the Forces, the Mercantile 

Marine and certain other persons. 

Section 380 (3): Allówances to widows of members of 
the Forces in respect of children. 

Section 456:. Allowances to Crown servants certified 
by the Treasury to represent the extra cost of living 
abroad. 

Section 457: Certain gratuities, bounties and 
allowances paid to members of the Forces. 

In addition, lump sum superannuation payments to 
Crown servants, national assistance payments and a 
number of other payments in the nature of main- 
tenance grants or compensation for injury or for loss 
of earnings are not regarded as income assessable 
under the Income Тах Acts, and certain allowances 
(e.g. for travelling and subsistence) paid to Crown 
servants are not taxable because they are simply 
reimbursements of expenses necessarily incurred in 
connection with their work. 

Under Rule 8 of the Rules applicable to Schedule 
E as laid down in the Ninth Schedule to the Income 
Tax Act, 1952, the Treasury fix sums for various 
classes of persons, including members of Parliament, 
as representing a fair equivalent of the average 
annual amount necessarily incurred in the perform- 
ance of their duties and these sums are accordingly 
paid free of income-tax. 


Hansard, March 24th, 1953. Written Answers, 
Col. 81-2. 
Incorporated Accountants’ District Society 


of Leicester 


The annual dinner of the Incorporated Accountants’ 
District Society of Leicester was held at The Grand 
Hotel, Leicester, on March 19th, with Mr W. H. 
Rhodes, r.5.4.A., President, in the chair. 

Mr С. D. Lincoln, 4.8.4.4., proposed the toast of 
‘The City of Leicester’, and Alderman Geoffrey 
Barnett, the Lord Mayor of Leicester, responded. 

The toast of “The Society of Incorporated Account- 
ants and Auditors' was proposed by the Rt. Hon. Lord 
Piercy, chairman of the Indus:rial and Commercial 
Finance Corporation Ltd, and a director of the Bank 
of England. In the course of his speech, Lord Piercy 
referred to the foundation of the Society and said: 

gp oue Society was very happily conceived. It had two 
— to establish professional status and the professional 
standards or ethics of the accountant as a professional man. 

Those objects, with the increasing public importance of 

the accountant, have worked very well indeed. ... 

‘The accountant with his inside knowledge and 
experience of business facts and business behaviour, has 
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got something to contribute which is more valuable in the 
ong run to the legislature than the more theoretical 
economist can contribute.’ 

Responding to the toast, Mr C. P. Barrowcliff, 
F.S.A.A., President of the Society, strongly criticised 
the excess profits levy and the high rates of death 
duties and income-tax. He said: 

"We are on the eve of another Budget which, in my 
view, can have far-reaching effects on the destiny of 
our country. À continuation of the present penal level 
of taxation must have the most grave consequences. . .. 

"The greatest need now is for a reduction in income-tax 
which would bring back incentive to work to the individual 
and assist business. 

‘In my view, a reduction of 6d in the pound would be 
quite inadequate to meet the needs of the present time. 
It must be something much more substantial than that. 
I have been sticking my neck out and have been bold 
enough to advocate that the relief should be in the 
nature of 22 6d in the pound, and I think the results of 
doing this would surprise the Chancellor at the end of the 
year, as he does not yet seem to realize the great damage 
which taxation is now doing to individual and business 
alike.’ 

Mr Barrowcliff described the introduction of the 
excess profits levy as a mistake, saying that it was 
‘basically unsound and unfair. He went on to 
deplore the ‘vicious and destructive’ scale of death 
duties. 

Councillor George Gallimore, J.P., F.8.A.A., F.C.L8., 
proposed the toast of ‘Our Guests’, and Mr Herbert 
Ashworth, LL.B., B.SC.(ECON.), and Dr Elfred Thomas, 


, B.SC., PH.D., Director of Education for Leicester, 


responded. 


Institute of Cost and Works Accountants 
BIRMINGHAM BRANCH ANNUAL DINNER 


The annual dinner of the Birmingham and District 
Branch of the Institute of Cost and Works Account- 
ants was held at the Botanical Gardens, Edgbaston, 
Birmingham, on March 26th, when Mr W. H. 
Hancock, F.c.w.a., President of ‘the Branch, presided 
over a company of 210 members and guests. 

Among those present were Alderman W. Т. Bowen, 
Lord Mayor of Birmingham; Mr 5. C. Tyrrell, 
F.C.W.A., ВАЛА. President, Institute of Cost and 
Works Accountants; Mr H. F. Spencer, Managing. 
Director, Richard Thomas & Baldwins Ltd; Mr 
N. I. Bond-Williams, B.SC., A.M.LLA., Chairman, 
Birmingham and District Branch, Institute of In- 
dustrial Administration; Professor T. U. Matthew, 
PH.D., M.I.PROD.E., and Mr 5. J. D. Berger, M.C., 
F.C.L&., Director, Institute of Cost and Works 
Accountants. | 

The toast of “The City of Birmingham’ was 
proposed by Mr Р. Н. Lightbody, F.c.w.a., a Past 
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President. of the Institute, and the Lord Mayor 
replied, speaking of the important part the Midlands, 
with their 1,500 trades — and in particular, the City of 
Birmingham – had to play in the economic rehabilita- 
tion of Great Britain. 

Proposing the toast of "The Institute of Cost and 
Works Accountants’, Mr H. F. Spencer paid tribute 
to'it$ work and. commended the new Fellowship 
qualification. 

Mr Tyrrell replied to the toast, and said that he 
believed the Institute's Fellowship in management 
accountancy would justify the- claim that it would 
become the cordon bleu of management and industrial 
accounting. He paid a warm tribute to the Birming- 
ham Branch of the Institute, praising. its record of 
student registrations, which was unsurpassed. Mr 
Tyrrell then referred to new developments within 
the. Institute, including a scheme for the award of a 
gold medal, a silver medal, and a research scholarship. 

The-toast of ‘Our Guests and Ladies’ was proposed 
by Mr Hancock, and responded to by Mr N.I 
Bond-Williams and Mrs T. U. Matthew. 

The evening continued with dancing, and the whole 
occasion was most enjoyable. 


Our Weekly Problem 
No. 64: Bona’s Bonus 


Mr L. U. Sidate was questioning Bona, a clerk in 
the wages office. He had joined the company six 


years ago at the same time as Fides. Fides was on a ' 


scale which increased by annual increments of £20 
but. Bona who began at the same salary had asked 
that he should receive half-yearly increases of £5. 


“You see,’ he explained, ‘Fides is married and his . 


rate of tax averages 1s 8d in the f. I have an old 
mother to support so my rate of tax is 2s od in the £; 
and yet after six years my total net income is only 
£2 less than Fides.’ 

Mr Sidate was so impressed with Bona's astuteness 
that he offered him a post in his own firm's taxation 
department, at twice the salary he had received on 
joining the company. 

What was the salary Mr Sidate offered Bona? 

‘The answer will be published next week. 


ANSWER TO Мо. 63: А QuESTION OF PHILATELY 

The stamp book was as follows: 

2 Red (5) Blue (2) Orange a 

1 Red (3 Green n (a) Orange (1 
The numbers in brackets indicate the number of stamps 
left in the book in that particular position. 

"Total value of 14 stamps— 1s 5d 

' Value of stamps visible= — 84d 
The stamps аге: 3, 24d; 3, 148; 2, 1d; 6, $d. 
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TWENTY-FIVE YEARS AGO 
From Whe Accountant or APRIL 7TH, 1928 | 

A letter to the Editor 

Modern Methods of Accounting 
Sir,—Allow me to take up the cudgels on behalf of 
the profession, which I think is wrongly accused 
of being “‘hide-bound by old-fashioned notions of 
cumbersome books.” I do' not dispute that manu- 
facturers of accounting machinery may have received 
such an impression, but I am certain that that im- 
pression is a wrong one. The average accountant has 
always an eye for his client’s best interests, and is 
always sympathetic towards any innovation which 
will simplify his own work, whilst at the same time 
ensuring security for his client. 

The accountant, however, is not a salesman. He 
can only suggest improvements to his client, and if 
his client, does not see fit to make the alteration, the 
matter must end there. No accountant cares to be 
accused of holding a brief for any particular manu- 
facturer of office machinery. Furthermore, an account- 
ant does not care to suggest alterations which he has 
had no opportunity of testing or seeing in practice. 
True there have been exhibitions in London, but 
those practising any distance from London have not 
always the opportunity to make the journey. When 
Henry Ford put his new car on the market, he did 
not expect people to go.to America to see it, and I 
think that if manufacturers were to stage exhibitions 
in the principal provincial towns, so that accountants 
could not only visit them, but could also take any of 
their clients who might be interested, the results 
would easily justify the expenses. 

Yours faithfully, 
. THORNWICK. 


‘SEVENTY-FIVE YEARS AGO 
From Whe Accountant or APRIL бтн, 1878 
A letter to the Editor | 


Accountants’ Charges 
To the Editor of the Accountant 
Sig, —Will you kindly inquire, through the medium 
of your paper, if any of your readers can inform me 
of any decisions of the Vice-Chancellors as to what 
they consider to be a fair and reasonable rate per day 
of eight hours for a public accountant to charge for 
rofessional services and work done in realising a 
large estate under instructions from executors or 
trustees? Any information on the point will greatly 
oblige. 
Yours, &c., . . 
ALB. 
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THE FISCAL YEAR-END 


OVERNMENTS, like companies, have their annual 
(soie The company has its annual accounts and then 
the chairman's speech; the State has its annual accounts 
too, followed by the Budget. Тће fiscal year 1952-53 will perhaps 
be remembered for the number of things which went right — and 
the number of things which went wrong. For the year just 
ended with March has been an outstanding one by any criterion. 
It opened at the height of a third, and potentially most danger- 
ous, post-war balance of payments crisis— a crisis which was 
accompanied by a serious trade recession in both home and 
export markets. 'T'he same year has seen the return to the use of 
orthodox monetary measures for controlling the economy and 
towards the end of the fiscal year, it could be.said that these 
measures had helped to stave off the external crisis. It could also 
be said that the trade recession had been successfully surmounted. 
'Then, right at the end of the year, it became obvious that the 
Budget estimates were going to be widely out, showing that the 
Government's policy had been much less disinflationary than had 
been expected or thought desirable by many people. Finally, there 
were signs of important changes in savings habits in the business 
community which might have a bearing on solving the problem 
of the fiscal gap. 

There is surely enough variety in this hors-d'cuvre to the April 
Budget to suit even the most fastidious and Jaded of economic 
appetites. 

The statistical counterpart to this tale of success and frustration 


is worth recording if only in outline. The most notable element 


of success, and the one round which there will be least con- 
troversy, is the external situation — and this can be briefly summed- 
up in the state of the gold reserves at the end of March. 

By the time that the March gold and dollar reserve figures were 
available, this country had been running a useful surplus with the 
rest of the world for three consecutive months, giving a monthly 
average surplus, over the three, of $107 million. In the same 
quarter last year we were running an average monthly deficit of 
$212 million. The surplus was getting smaller as the quarter pro- 
gressed, but there were no signs that the better trend which set in 
during the second quarter of 1952 and which continued from then 
on with only modest setbacks, had been reversed. 

A year ago Britain was beginning to run a serious deficit with 
the European Payments Union as well as with the rest of the 
world. Since then, it has lost significant quantities of gold in that 


' direction and gained much of them back again, so that in March 


import restrictions on goods from Western Europe could be 
relaxed and the tourist allowance increased. In consequence, by 
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the end of March there were signs that this 
country’s balance with E.P.U. had swung during 
the year from serious deficit to substantial surplus 
and back into the middle again. 

The fiscal shock of the year has been the out- 
come of the national budgetary accounts. The 
CHANCELLOR had expected last April that his pro- 
posals would just about provide for the year’s 
revenue covering both the annual recurrent 
expenditure and the capital outgoings. In the 
event, the year has closed with an overall deficit 
of £436 million. The gap has been caused in 
almost equal parts by a failure of revenue to come 
up to expectation and an excess of outlay over 
the estimates. Revenue has failed to fulfil 
expectation for the first time since the war. 

There was a decline below estimate under 
nearly all headings of revenue. Only three cate- 
gories exceeded their targets. These were motor- 
vehicle duties, sur-tax, and miscellaneous 
receipts. In some instances the gap between 
expectation and outcome was large, as in the case 
of income-tax which brought in only £67°5 
million of an anticipated increase of £135°5 
million. Death duties gave a poor performance 
and profits tax produced only an extra {60-7 
million against a budgeted £136-6 million. 

Indirect taxes were much less resilient in yield 
than in previous years but this was to be expected 
since there had been a trade recession and external 
trade balanced out at a lower level than in 1951-52. 

Net capital expenditure did not decline quite 
as much as had been expected, due mainly to the 
size of local loans which in turn reflected the 
success of the official building programme. 

In all, the Government has been to some 
extent the victim of its own economic policy, at 
least so far as the revenue side goes. Тће lower 
receipts bespeak successful disinflationary pres- 
sures. On the expenditure side, the State has 
paid the price of stimulating investment in hous- 
ing, defence, and the social services, while its 
economic policy has been working the other way. 
It has primed the pump, to borrow the metaphor 
of the nineteen-thirties, before the ship sprung a 
leak, in fact (to drive the metaphor to death) 
while the ship was being propelled into dry dock. 

So far as the outlook for the Budget next week 
is concerned, these fiscal figures will leave the 
optimists hard put to it to convince anyone that 
the CHANCELLOR will make large net concessions 
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to any sections of the community so far as tax- 
ation is concerned. There is very little scope for 
change, apart from juggling with marginal 
alleviations and impositions, unless there is a 
major onslaught on expenditure. International 
and domestic political considerations make it 
unlikely that there will be sweeping changes. 

Much of the discussion over the last year or so, 
on the need to curb Government expenditure and 
reduce the burden of taxation on companies, has 
turned on the impossibility for the community to 
save sufficient of its income to allow of adequate 
capital formation. Of recent months, indeed, the 
need to save has been so urgent that it has become 
an issue above party politics — only the method 
of saving has remained controversial. 

At the beginning of this month, however, the 
provisional national income figures were issued 
in a White Paper and an important complication 
has been introduced into the discussion. The 
word ‘complication’ has been used for this reason, 
that the statistical fact which comes out of the 
calculations is a residual item based on provisional 
estimates — a sort of approximation raised to the 
second power! This evidence suggests in fact that 
business savings increased quite substantially in 
1952. ‘Business savings’ is a wide term covering 


.personal and corporate savings in the broadest 


sense but excluding public authorities. 

These very approximate figures suggest that 
companies and private individuals saved £607 
million last year compared with disinvesting 
£361 million in 1951. This achievement was 
possible because prices were fairly stable and no 
great provision had to be made, as in past years, 
for stock appreciation. Since there was a deficit 
on the part of the public authorities of 2316 
million, there remained a sum of /291 million 
available for real capital formation. These figures 
are only approximations but it is probable that 
their dimensions are about right. 

It now becomes apparent how disinflation 
worked last year. The Government overspent 
and the public, both as private individuals and 
corporate bodies, more than closed the gap. Тће 
price level and credit restriction, not the fiscal 
plans set out in the Budget, saved the day for 
disinflation. One's definition of a good CHAN- 
CELLOR OF THE EXCHEQUER on this showing might 
be, like Napoleon's definition of a good general, 
that he should be not only able but lucky. 
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INCOME-TAX REFORM 


EFORE Parliament adjourned for Easter 
there was an interesting discussion on the 
terms of reference of the Royal Commission 
on the Taxation of Profits and Income. The 
matter was raised on April 2nd, 1953,! by Mr 
ANTHONY CROSSLAND who recalled that last 
summer the Chairman of the Royal Commission 
had sought a ruling from the CHANCELLOR OF 
THE EXCHEQUER as to whether the Commission’s 
terms of reference should be interpreted so as to 
permit discussion of 
‘the type of expenditure tax which has been 
advocated by the late PROFESSOR IRVING FISHER, 
the American economist, namely, a graduated tax 
under which the measure of a person's liability is 
determined, not by his income as such, but by 
the amount of personal expenditure which he 
meets out of his resources of all kinds, including 
capital as well as income'. 


The CHANCELLOR having replied in October 
` that the matter could not be construed as falling 
within the terms of reference, the purpose of the 
debate was to discuss that ruling and to urge 
that it be changed. The matter was not being 
raised in a party spirit nor, said Mr CROSSLAND, 
was the House being asked to consider the merits 
or demerits of the Irve FisHER proposals of 
*a tax on net cash yield income'. What was being 
put forward were the reasons why the Royal 
Commission should consider such proposals, and 
of these reasons the effect of present levels of 
taxation, or even lower levels, on the incentive 
to save, was probably the most cogent. On 
March r7th, 1953, in reply to a question, the 
CHANCELLOR had given two reasons for his 
decision. Firstly, as the proposal was equivalent 
to a tax on expenditure it did not come within 
the scope of an inquiry into the taxation of 
income and profits; and secondly, if such a 
tax were to be considered it would be necessary 
to embrace the whole field of indirect taxation. 


MR CaossLAND'S views on the latter were that - 


if income-tax were modified so as to reduce the 
liability to tax to the extent that people are 
currently saving, and to increase the liability to 
tax to the extent that people are currently dis- 
saving, as liability would vary according to the 





1 See Hansard, April and, 1953. Cols. 1435-1455. 


circumstances of the individual concerned, the 
tax would still be direct. Such a scheme is 
already in operation in Western Germany, and ` 
even to the extent that saving through life 
insurance premiums command income-tax relief, 
in this country. Further, in profits tax we already 
distinguish between distributed and undis- 
tributed profits. As to the first point about the 
scope of the inquiry, since the first Government 
inquiry into the system of income taxation, the 
Hubbard Committee of 1861, Committees and 
Commissions had considered such proposals. 
Those who supported Mr CrossLanp pointed 
out that the Commission is empowered to con- 
sider such matters as a capital gains tax, and that 
if there is to be tax relief for saving, there must 


-be corresponding provisions to prevent dis- 


saving. Ап example would be the saving of 
income but the maintenance of tbe standard of 
living by a drawing on capital. ; 

It will be recalled that a distribution of a 
capital profit is a 'distribution' for profits tax 
(Bourne and Hollingsworth Ltd v. C.I.R. ([1952] 
3t A- T.C. 174). 

But it seems that non-distribution relief and 
distribution charges or their income-tax equiva- 
lents are not immediately likely to confront us, 
for the FINANCIAL SECRETARY TO THE TREASURY 
found himself unable to accept the arguments 
advanced, although he ignored the profits tax 
analogy. But his final remarks are worth noting. 
Pressed by MR GAITSKELL to say whether 

'so far as the CHANCELLOR js concerned he would 

regard it as perfectly appropriate for the Com- 
. mission, within their existing terms of reference, 

to consider the relationship of taxation to saving 

and dis-saving and to make recommendations for 

encouraging saving and discouraging dis-saving,' 
he replied that the CHANCELLOR would take the 
view that questions of saving and dis-saving 
must inevitably arise on a proper construction of 
the Royal Commission's terms ‘of reference. He 
concluded: 

‘(the CHANCELLOR) could not rule that questions 

of saving and dis-saving are divorced from ques- 

tions of taxation on income and profits’, 
which seems to justify Mr GaITSKELL’s comment, 
‘Therefore, recommendations on these matters 
can be made.’ 
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THE FINANCE АСТ, 1952—XL 
EXCESS PROFITS LEVY (CONTINUED) 


Paragraph 9 (8): Director-Controlled Groups 


HE percentages of 8 and то referred to 

last week under paragraph 9 (4) apply where 

the principal was not director-controlled 
in the chargeable accounting period in question. 
Paragraph 9 (8) provides for an increase of 2 per 
cent in each case where the principal was con- 
trolled throughout the chargeable accounting 
period, and for an increase of a proportionately 
smaller amount where there was such director- 
control for part of the period. — 


Paragraph 9 (3) (b): Adjustments for 
Movements of Share Capital 

When a member’s share of the composite figure 
of standard profit has been fixed under paragraph 
g (2), the next step is to adjust it by reference to 
issues and repayments of that member’s share 
capital. For this purpose paragraph 9 (3) applies 
the provisions of Section 38 (2) but with modi- 
fications. For Section 38 (2) see The Accountant, 
December 6th, 1952, page 667. The modifications 
are as follows. 

Movements in the selected standard period but 
before the date on which the oldest business began, 


_are ignored. For movements after that date but 


before the end of the standard period, the 
apportionment under proviso (i) to Section 38 (2) 


is based not on the full period but on the effective _ 


standard period, i.e. from the commencement of 
the oldest business to the end of the standard 
period. 

Thus, if the oldest business in the group 
commenced on July 1st, 1948, and the standard 
period is 1948 and 1949, a.cash issue of £10,000 
share capital on January īst, 1949, would increase 


$ 


P 12 
the adjusted standard by i x "m X £10,000. 
Had the oldest business begun on or before 
January 1st, 1948, the fraction would be 4. It is 
assumed that the principal was not director- 
controlled in the chargeable accounting period 
in question. Otherwise the percentage would be 
increased to not more than 14, depending on the 
length of the period of control. However, if the 
nexus between the member and the principal 


m 


were severed before the end of the chargeable 
accounting period, the member's own status 
would govern the percentage (paragraph 14). 

Where the principal has chosen a percentage of 
capital, or of net assets, for the composite figure, 
movements of capital before the date selected 
(December 31st, 1946 or 1951), are ignored 
(paragraph 9 (4), proviso (1)). 


Paragraph 12: Intra-group Share 
Transactions 
The provisions dealing with adjustments for 
movements of share capital are extended in the 
case of groups by paragraph 12. This paragraph 
applies to all standards other than the minimum 
standard. 

If a member 

(a) pays cash to another member for an issue 

of shares; or 

(b) purchases shares in another member for 

cash, 
it is deemed to repay its own share capital to an 
equivalent amount (paragraph 12 (1)). It will be 
remembered that ‘cash’ includes other valuable 
consideration (Section 66 (3)) Whether the 
company can be ‘deemed’ under this provision to 
repay more capital than it ever had is an open 
question. ' 

Where (a) above applies, the member issuing 
the capital will normally secure an increase in 
its adjusted standard by an equivalent amount 
under the normal rules so that the net effect 
for the group standard as a whole is nil, which 
accords with the general intention of the Twelfth 
Schedule to treat the group as a unit. The sig- 
nificance of (b) above will appear when рага- 
graph 12 (2) is discussed. 

Under paragraph 12 (2), if a member 

(a) receives a repayment of share capital from 

another member; or 

(b) receives from any 'other' person any sum 

in cash as the price of shares in any other 
member sold by it, 
it is deemed to have received the sum in respect 
of an issue of its own shares. 
The adjustment under (а) is almost self- 
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explanatory; the member repaying the share 
capital will suffer a reduction in its adjusted 
standard although the money repaid has not 
left the group. Paragraph 12 (2) (а) provides 
a corresponding increase in standard for the 
member receiving the money. 

The two cases under (b) in sub-paragraphs 
(1) and (2) should be read together. In so far as 
shares are purchased from a fellow member the 
two adjustments under paragraph 12 cancel each 
other for the group as a whole, the increase in 
one member’s standard being balanced by the 
decrease in the other’s. However, where shares 
are purchased outside the group the aggregate 
physical resources of the group are pro tanto 
reduced; where shares are sold outside the group, 
the purchase money swells the group resources. 
Paragraph 12 is directed to ensuring that these 
results are reflected in the group standards. 

It is to be observed that sub-paragraph 1 (5) 
refers to ‘any person’ while sub-paragraph (2) (6) 
refers to ‘any other person’, but the word ‘other’ 
seems to have no special significance. It can 
hardly mean that ‘person’ in sub-paragraph 2 (5) 
means a person other than a member of the 
group. The more likely explanation is that it is 
another inelegance of drafting. 

Paragraph 12 (3) excludes a member from the 
operation of paragraph 12 (1) (2) if the nexus 
between that member and the principal has 
been ‘severed before the end of the chargeable 
accounting period in question. 

On the other hand, transactions in and after 
the standard years but before the group was 
constituted are nevertheless subject to the 
provisions of paragraph 12 (1) (2) for any charge- 
able accounting period of the group. 

Section 51 contains analogous provisions relat- 
ing to a company, formed mainly to acquire 
share capital of existing companies, which 
acquires not less than three-quarters of their 
ordinary share capital. It will be dealt with later. 


Paragraph 9 (3) (с): Undistributed Profit and 
Over -distributions 


| Just as paragraph 9 (3) (b) applies the provisions 


of Section 38 (2) as regards movements of share 
capital, so paragraph 9 (3) (c) applies the pro- 
visions of Section 38 (3) dealing with undis- 
tributed profit and over-distributions. At the 
same time it applies paragraph 9 (7) which 
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slightly modifies the provisions for determining 


the ‘relevant date’ (see The Accountant, December 
13th, 1952, page 691) for each of the members. 


Paragraph 9 (7): Relevant Date 


Where the standard is a percentage of paid up 
capital, ог of assets, at December 31st, 1946 
ог 1957, the relevant date is January rst, 1947 
ог 1952, as the case may be, i.e. the following day 
(paragraph 9 (7) (4)). 

Where the principal has chosen the two years 
following the commencement of the oldest of 
the group businesses, under paragraph 9 (6) (a) 
(see last week's article), then the relevant date 
is six months after the commencement of that 
business (paragraph 9 (7) (5). 

Where neither (7) (а) nor (7) (6) applies and the 
oldest business began after January rst, 1947, the 
relevant date is the date the business began or 
July зі, 1948, whichever is the later (para- 
graph 9 (7) (c). 

In any other case, the following table applies: 


Standard Years Relevant Date 
1947 and 1948 July rst, 1947 
1947 and 1949 January rst, 1948 
1948 and 1949 July 1st, 1948 
1949 and 1950 July rst, 1949 


The standard 1949 and 1950 can only apply 
to companies in former Japanese-occupied terri- 
tories. These will be dealt with later. 


Paragraph 8 (6): Post-1951 Transfer of 
Business 

Where the whole or part of a business has been. 
transferred as a going concern after January tst, 
1952, paragraphs 2 and 3 of the Eleventh Schedule 
provide, broadly speaking, that the transferee 
shall take over the transferor’s standard for the 
business transferred (see The Accountant, March 
7th, 1953, pages 263, 264). Paragraph 8 (6) of the 
Twelfth Schedule applies these two paragraphs 
to group cases with the necessary modification 
that references to the Section 41 minimum stan- 
dard are to be read as references to the minimum 
standard under paragraph 8 (3) of the Twelfth 
Schedule. 

As to transfers before January 2nd, 1952, see 
paragraph 9 (9) which was dealt with in The 
Accountant, April 4th, 1953, page 388. 


(To be continued.) 
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TAXABLE PROFITS 


IN A PERIOD OF CHANGING VALUES OF THE £ 


by IAN К. TAYLOR, B.L., С.А., 
Senior Lecturer in Accounting, University of the Witwatersrand, Johannesburg, S.A. 


HE theme of this article is no new one. 

There are, however, many points of view 

and it is hoped that the following approach 
may give further food for thought. 

The chief difficulty appears to be the equating 
of accounting profits with economic profits. 
When the £ is stable there is no great difference 
in the results obtained by the application of the 
two concepts, but in a period of changing values 
of the £ there is a wide divergence. It is here 
suggested that the problem might be solved in 
the following manner. 


Composition of a Profit 


Consider first the composition of a profit. In 
times of inflation it would appear to be composed 
of three main elements: 


(a) the trading profit which would have been 
earned if the £ had remained stable; 

(b) the additional profit due to the mark-up to 
selling price on the inflated cost price; 

(c) the additional profit due to the rise in 
current costs between the time of purchas- 
ing (or manufacturing) the articles and 
selling them. 

The problem is to assess the additional profit 
falling under headings (b) and (c) and therefore 
to arrive at a figure which represents the profit 
on the basis of the £ stabilized at its purchasing 
power at the commencement of the year. Having 
done this, the figures should be presented so that 
the composition of the profit is shown in three 
successive stages. T'he index to be applied for 
this purpose is a matter for the decision of the 
economists, but there appears to be no reason 
why the wholesale price index could not be used. 
Small errors in such an index are of little moment 
if the same index is applied to the accounts of 
all businesses. The following example illustrates 
the method suggested: 

Assume a depreciation of the £ during a year from 
‘80’ on January 1st to ‘о’ on December 31st, the 
average level being ‘75’. Then, to arrive at the profit 
under (5) above, all items of revenue and expenditure 
should be adjusted by the factor 75/80 to bring them 
into line with the value of the £, at the commence- 
ment.of the year. The appendix shows a revenue 
account adjusted by the factor bringing out a profit 
of £11,250 which is £750 less than the original figure. 

Again, assuming that stocks (both of raw Па 


and finished goods) are held on the average for 12/5 


.months, that is, slightly over two months, then 


rise in the general price level during this period is 
two points on a base of 75. Therefore the raw material 
and finished goods consumed have been inflated by 
2/75ths of their original cost price and there is con- 
tained in the total profit the sum of £3,680 due to 
this factor, thus: 


Raw material consumed 40,000 
Finished goods consumed 98,000 


£138,000 x 2/75 = £3,680 











. The profit may now be stated thus: £ 
Profit per revenue account .. .. 12,000 
Deduct Stock reserve, being the 
profit resulting from the average 
fall in the s value during the 
average period of stock-holding ^ 3,680 (с) 
Composed thus: £8,320 
Profit due to mark-up on 
current inflated costs .. £750 (b) 
Profit on basis of the £ at 
its value at January rst 7,570 (a) 
£8,320 


The elimination of (b) and (с) to arrive at (a) 
does not depend on whether a company does or 
does not in fact apply the increased mark-up. 
Elements (b) and (c) flow from the change in 
the f's value. If, therefore, a company which 
normally takes a 333 per cent gross profit on cost, 
charges less than this on the current cost of the 
goods at any time, it is in fact taking less profit on 
the basis of a fixed £ than it did in the previous 
year. This is revealed by a comparison of profit 
(a) with the equivalent figure for the previous 
year adjusted to year-end value of the £. 


Taxable Profit 
It is to be observed that the elimination of 
element (c) is equivalent to valuing stock on the 
LIFO basis on the assumption that the only change 
in stock prices is due to inflation. Any, increase or 
decrease in stock prices due to market fluctuations 
in the particular industry are properly included 
in normal profits. The value of such stock is 
correctly taken into account at actual cost price 
as the real worth of it has risen, that is to say, 
the value of the unit of such stock now, com- 
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mands a greater purchasing power than it did 
before the price rise, the general level of prices 
having remained constant. 

The profit which is comparable with incomes 
from wages and salaries is (а + b), that is £8,320. 
This sum contains the element of profit due to 
the mark-up on increased costs at the time of 
sale. In the same way wages and salaries will 
generally have increased to keep pace with the 
rise in the general price level. This would there- 
fore appear to be the figure to be treated as profit 
for tax purposes. Element (c) is not profit for tax 
purposes. 

The depreciation of the £ causes a shift in 
wealth from those owning money claims (bank 
balances etc.) to those owning tangible assets. 
In strict equity there is a case for the taxation 
of the latter to subsidize the former. As, however, 
this is not recognized by the State as a general 
principle there is no equity in the present practice 
of selective taxation, the taxation of such paper 
gains of a business as opposed to those of a 
private individual. 

Depreciation 
In the foregoing example depreciation has for 
purposes of simplicity been ignored. Assuming 
now that the original cost of plant at the com- 
mencement of the year for which the above 
revenue account was compiled is £16,000 and its 
life is ten years, then in the absence of any change 
in the f/s value the charge for depreciation 
should be £1,600. If, however, the f; had fallen 
from ‘тоо’ to ‘8o’ since the date of purchase of 
the plant, the то per cent would require to be 
calculated on £16,000 x 100/80, i.e. £20,000, so 
that the charge for tax purposes should be £2,000. 
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The agreed percentage on original cost adjusted 
by the factor representing the change in the £’s 
value is the equitable charge for tax purposes. 
Such a charge equates the depreciation method 
with the replacement method as the following 
figures indicate: 

Assume a piece of plant costs £1,000 in year 1, 
when the £ was standing at ‘тоо’. It has a four 
years’ life. During these years the £’s value has 
altered thus: year 1, ‘100’; year 2, ‘go’; year 3, 
‘80°; year 4, ‘70’. The position would then be as 
in the table at the foot of this page. 

On the replacement basis the allowance in terms 
of year 1 £s is: £1,430 at 10s X 70/100 = 2500. 

Ín other words, the aggregate of the value of 
the allowances under this depreciation method is 
exactly equivalent to the real value of the allow- 
ances on the replacement method. In year 2, 
for example, the allowance granted was {278 at 
105 = £139. This in terms of real purchasing 
power is equivalent to £358 at 10s = £179 in 
year 4. These two sums if spent in the year in 
which allowed will give the same return. We 
have thus uniformity in the real value of tax 
allowances whether based on replacement or 
depreciation. 


'Treatment of Depreciation Arrears 

If, however, the sums equal to the depreciation 
charges are invested, the total at the end of 
year 4 will fall short of the necessary sum by 
£231 (Le. Дт,430— 21,199). This result has, 
however, nothing to do with depreciation and is 
not limited to businesses. It represents the loss 
in real value of the fund in the same way as a 
person's bank balance loses value in terms of 
stable fs. 








Cost of plant 
{s adjusted by 
Year value index 
£ 
I 100 1,000 
2 go I,IIO 
3 80 1,250 
4 79 „439 











Тога! сћатре 
Depreciation Additional based on 
25 per cent depreciation present value 
on cost charge of plant 
£ £ £ 
250 — 250 
250 28 278 
250 63 313 
250 108 358 
£1,000 £199 £1,199 


— [edd 


If the tax rate were тоғ in the £ the allowances granted on the above items in terms of year (1) £s (Le. £s 


a of the same purchasing роже) would be: 





Year 1 £250 at 10s X Ioo/100 = 125 
5,22 £278 at 105 X одојтоо = 125 
» 3 £313 at ros х 80/100 = 125 
» 4 £358 at ros х 7o[100 = 125 

/ £500 


$ TT 


у 
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The argument for the exclusion of profit (с) 
from taxable profits (see above) applies equally 
to the exclusion of such arrears of depreciation 
from the allowable expenses in arriving at the 
taxable profits. This loss is suffered by all who 
hold wealth in the form of money claims during 
inflation, and must be provided for out of 
net profits after taxation. In a period of 
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deflation similar non-taxable gains would accrue. 

It is submitted that adjustments on the lines 
indicated would solve to some extent the prob- 
lems thrown up by inflation and at the same time 
would not offend good accounting practice. The 
method employed is objective, the results 
obtained appear equitable as between one tax- 
payer and another. 


APPENDIX 
REVENUE ACCOUNT FOR THE YEAR TO DECEMBER 318T 
(Factor: 75/80) 









































Actual Adjusted 
l £ £ 

Materials consumed 40,000 37,500 
Manufacturing wages 45,000 42,188 
Overheads .. " 15,000 14,062 
100,000 93,750 

Cost of finished goods 100,000 

Add Stock, January ist.. 18,000 

| 118,000 

Less Stock, December 318t 20,000 
98,000 091,875 
Gross profit 49,000 45,938 
147,000 137,813 
Wages and salaries 24,000 22,500 
Other expenses 13,000 12,188 
| 37,000 34,688 
Net profit... 12,000 11,250 
£49000 — £45,938 


ЕЕ ===. 


Note. – АП stocks are valued at cost price. 




















Actual Adjusted 

£ £ 
Cost of finished goods 100,000 93,750 
100,000 93,750 
Sales .. 147,000 137,813 
147,000 137,813 
‘Gross profit .. 49,000 45,938 





PLUS CA CHANGE... 


ACCOUNTANCY DIFFICULTIES ARE NOT NEW 
by J. KENNEDY MELLING, A.C.A., A.T.LI., F.R.Econ.S. 


wherein things are thought to be happening 
for the first time, it is a striking comment 
that today's problems in accountancy are the 
same as yesterday's in effect and in description. 
Two main preoccupations of the accountant 
today are taxation and financial corporations of 
one sort or another. Taxation, based on personal 
properties and revenues, was introduced by 
Edward I in 1304, but, as it seemed unpopular 
in England, it disappeared twenty-eight years 


| ап age of electronics and supersonics, 


later, only to make a reappearance. Corporations 


are of very long standing; we know of them as the 
companies of ancient India which appear so often 
in Hindu law; the Roman ‘Gildae Mercatores’; 
the English Steelyard Company which flourished 
on the banks of the Thames in 1232; the guilds 
and livery companies; and today the limited 
liability company. Thus, the difficulties facing 
the professional accountant and his staff, like 
the poor, have always been with us, and it is 
proposed to examine the problems of the prac- 
titioner, his articled clerk and his general office 
staff. ` 
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Difficult Clients 
The practitioner finds that difficult clients are 
no novelty, for we know of the unjust steward 
who instructed his master’s creditor for 100 
measures of oil to ‘sit down quickly and write fifty’. 

Fuller’s Church History says: 

‘However, we may take notice that herein the Dean 

and Chapter of St Paul’s were both their own 

accountants and their own auditors and, conse- 

quently, none can dispute their reckonings therein’, 
a state of affairs devoutly to be wished by some 
present-day individuals, especially as we further 
discover 

‘it is to be noted that in this their duty they only 

brought in their bare annual rent of houses, the 

fines not being charged to their account, but 
swallowed in silence, to the great commodity of 
the Dean and Chapter’. 

Here there are no excess rents computations. 

Pacioli noted 

‘there are many though who keep their books in 

duplicates. One they show to the buyer and the 

other to the seller’, 
which, also, sounds very modern. 

Charles Snell was employed to investigate the 
affairs of the South Sea Bubble, which burst in 
1720; the modern accountant who has to warn 
his client of a pending back-duty investigation 
can echo Shakespeare’s Celia: 

‘You'll be whipped for taxation one of these days’, 
and the hapless client can reply with Jaques – 

"Why, who cries out on pride, 

That can therein tax any private party. . 

Why then, my taxing like a wild goose flies, 

Unclaim'd of any man.’ 

On the other hand Pepys had experience of the 
very precise type of auditor for, on July 16th, 
1660, he took the Chancellor's receipt for his 
bill to Mr Beale for a docket, but Auditor Beale 

‘was very angry, and was unwilling to do it, 

because he said it was ill-writ (because I had got 

it writ by another hand, and not by him)’. 


The Counter-caster 


Shakespeare makes Othello refer to himself as: 
*be-lee'd and becalmed 
by debitor and creditor; this counter-caster 
He, in good time, must his lieutenant be.’ 
This description of a counter-caster recalls the 
work which usually fell to the articled clerk – the 
‘devils additions’, to quote the same playwright. 
Constant practice in this casting would, however, 
have brought him eventually to the standard of 
Tim Linkinwater, who 
‘having thus expressed his sentiments . . . gave 
vent to a short laugh . . . and, turning again to 
his desk, quietly carried seventy-six from the last 
column he had added up, and went on with his work’ 
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after Nicholas Nickleby had passed the test of 
writing in the well-kept books of the Cheeryble 
Brothers. 

That the basic principles of book-keeping 
learnt by the accountancy student have not 
changed is proved by Frater Lucas Pacioli's 
famous treatise, published in 1494, in which he 
advocated the use of ledgers, journals, and rough 
books; petty cash accounts; separate accounts for 
different expenses; the trial balance; profit and 
loss account, carrying the balance thereof to the 
capital account; and calling-over the books to 
check them, using posting marks! Could Spenser 
have had such training as his in mind when he 
said in the Faerie Queene: 

- "Where when all drownd i in deadly sleep he finds, 

He to his studie goes: 

The sometimes striking dress of the modern 
articled clerk is mirrored by Samuel Pepys' diary 
entry of June 3rd, 1667, in his reference to 

*Country Receivers and Accountants, one of them, 

а brisk young fellow (with his hat cocked like a 

fool behind, as the present fashion among the 

blades is). . . | 

The third decade of the twentieth century saw 
the numbers of female entrants to the account- 
ancy profession increasing, but in Charlotte 
Bronté’s Shirley, published in 1849, her heroine 
wishes she had been born a man, that she might 
have been an accountant. 


Postal Delays 

Postal delays, which so trouble accountants’ 
office staffs, are much older than the penny post. 
Pepys had great trouble in 1672 with five dis- 
patches which went by the wrong road. They 
were returned, sent back, and returned to him 
again with an insolent letter because they had 
not been proffered to the General Post Office, 
though they had, in fact, been taken there and 
refused, because no one had authority to accept 
them; therefore, they should have been taken to 
the Barbican. 

When the new office adding-machine breaks 
down, its operator might think of it as Pepys 

wrote on March 14th, 1668, of ‘Sir Samuel 
Morland’s late invention for casting up of sums of 
£ s d', that it is ‘very pretty, but not very useful’. 

Was the twentieth century the first time that 
accountants were castigated by radical politi- 
cians? By no means. The Whig orator and states- 
man, Edmund Burke, who lived from 1729 to 
1797, said that it was wrong to say that account- 
ants did not use their brains, as they used them 
as much as any other street-hawker! 
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REVALORIZATION DEVELOPMENTS IN ITALY 


A Survey of Legislative Concern for Accountancy Adjustments during a 
Period of Inflation ~ 


by BRADBURY B. PARKINSON, M.Sc.(Econ.), 3.Com., A.C.A. 


Accountancy legislation. abroad - Italian revaluation for monetary equivalence - 
restriction of revalorization and inducements by fiscal advantages ~ the relevance 
of prescribed procedures to real values - revaluation surplus and its fiscal treatment. 


e for Monetary Equivalence 


HE dawn of social accountancy and some 

inclemency of the monetary weather have 

nurtured various aspirations to homo- 
geneity in the presentation of accountancy 
results. Achievement in Britain and America 
may well have to attend on accountancy develop- 
ments. 

In some other countries, however, the question 
seems to be not so much how far special objectives 
will be attained with accountancy evolution, as 
how far the profession will be affected by 
legislative interference for special objectives. 
More specifically, while much that is merely 
standard practice in Britain and America is 
already enshrined in legal codes abroad, legislation 
is also tending to concern itself more and more 
with the pretensions to accountancy homogeneity 
customarily passing under the name of revalor- 
ization, though usually known abroad as re- 
valuation for monetary equivalence. 

The urge to disclosure of real values in 
accounts has prompted in Britain and elsewhere 
suggestions of stabilization, revalorization and 
replacement manoeuvres to accomplish this 
purpose. On the other hand the responsibility 
of accountancy for reporting real values has been 
vigorously denied either altogether or at least 
in present circumstances, Some. analysis has 
moreover endeavoured to demonstrate that real 
values cannot be satisfactorily disclosed either 
by the methods suggested or by any other known 
adjustments. 





Whatever the individual view may be, and . 


whether interest lies in social accountancy 
progress, in taxation developments, in various 
eccentric aims, or solely in the improvement of 
the accountancy technique for the peculiar 
advantage of enterprise, it cannot come amiss to 
examine contemporary developments elsewhere, 
however true it may be that quite different 
circumstances have engendered these develop- 
ments and that while observers in the countries 
immediately concerned find it difficult enough 
F 


uf 


to weigh all the implications of legislation, out- 
siders are seriously handicapped in any attempt 
at evaluation. 


The Italian Movement 


Italian legislation on revalorization goes back to 
1936, but the chief purpose having been to restrain 
inflationary speculation, undue capital watering 
and other undesirable practices, it was confined 
until 1952 mainly to the stipulation of coefficients. 
These were not to be exceeded if revalorization 
occurred, so checking undue distribution or 
ascription to capital of revalorization surpluses. 

Yet optional revalorization within limits 
generally regarded as below those appropriate 
to contemporary monetary circumstances has 
now vittually crystallized into compulsory re- 
valorization. 

From a curbing of revalorization for reasonably 
clear objectives and with no particular individual 
consequences whether revalorization occurred 
or not, has evolved a provocation and a discipline 
for objectives apparently conflicting and certainly 
vague. Ample fiscal penalties are now involved 
where revalorization does not occur and burden- 
some legal penalties where it, does unless 
meticulous regard is paid to dictated procedures. 
These procedures, it may be added, are to some 
extent based on a quasi introduction into legis- 
lation of economic real values which, however 
satisfactory in concept, are being found of 
equivocal and elusive nature in practical 
determination. 

For fiscal purposes, disinclination to revalorize 
now definitely precludes amortisation allowances 
in terms of contemporary currency and the 
exemption from certain taxation of surpluses 
arising on the realization (widely interpreted) of 
assets. Fiscal procedure seems indeed to have 
taken a retrograde step, for having until 1952 
acknowledged to some extent the effects of 
inflation on enterprise asset figures quite inde- 
pendently of any adjustment, it now only does 
so if the accounts in fact show these effects. 
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Procedure and Relevance to Real Values 


The procedure enjoined is the application of 
coefficients within prescribed maxima to historical 
cost as recorded for almost all assets including 
goodwill and holdings in other undertakings, 
though with the exception of cash, state securities 
and assets either not recorded or recorded at 
purely nominal values, as, for example, at one 
lira. Securities generally together with raw 
materials and merchandise are subject to separate 
treatment. . 

The maximum of revalorized historical cost 
wil of course perpetuate a biased error in 
aggregates, for whereas assets with less potentiali- 
ties than reflected by revalorized cost may be 
valued at less, those with greater potentialities 
may not be valued at more. Moreover, the 
requisite of available records for the relevant 
_ years, so that for example cost incurred in 1939 
but unrecorded until 1943 will be revalorized 
at the relevant coefficient for the latter year, 
seems to imperil homogeneity in enterprise 
disclosure, which is presumably the main 
objective. : 

In no case can revalorization produce figures 
exceeding values attributed to assets having 
regard to their individual nature, their productive 
_ capacity and their real possibilities of appropriate 
utilization in the ordinary course of business. 
That such a clause should be necessary is an 
interesting reflection on the relationship of 
revalorized figures to real values and on some 
current acceptance of the proposition that 
accountancy responsibility for showing real 
values is met by revalorization. 

Italian legislation apparently recognizes real 
values and the imperfections of revalorized 
figures in revealing them, though acquaintance 
with the defects of generalized method in attaining 
particular objectives may be without much 
respect for some modern teaching on expectations. 

A sword of Damocles hangs over a feast of 
alternatives. A practical measurement of asset 
values has now to be found having regard to 
nature, productive capacity and possibilities of 
appropriate utilization. Scarcely surprising it 
must be that the Italian profession is finding 
such concepts capable of as many values as 
valuers and is prone to cringe at measurements 
subjective and arbitrary, and entailing an in- 
vidious responsibility on management and audit. 
‚ To make confusion more confounded an 
authoritative opinion has been expressed to 
enterprise that limits to returns imposed by the 
exigencies of the contemporary situation may be 
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ignored. Valuations have presumably to be 
based on a forecast of possibilities in changed 
economic circumstances. 


Stock Revaluations 
Revalorization of raw materials and merchandise: 
permitted by the new legislation remains subject 
to special restrictions. Cost or market value 
whichever is lowest is established along with the 
principle of Liro by the Civil Code. Hence the 
supposed residue of raw materials or merchandise 
for any year is valued at the revalorized inventory. 
price for that year, but a figure cannot be accepted 
greater than the revalorized cost of acquisition. 
On the other hand the revalorized total is not to 
exceed the value of actual quantities taken at 
current market prices. 

A mere valuation of stocks at replacement 
prices would entail taxation on any increased 
value but adherence to the procedure prescribed 
enables inclusion of the increase among revalor- 
ization funds and so in certain cases it тау Бе 
exempt. The absence of detailed inventory 
records over a term of years will evidently lead 
to serious difficulties and possibly bring some 
virtual penalization. 

This separate treatment of stocks sheds further 
light on the attempt to portray real values. 
Current market prices, a cross-section of a host 
of individual market attitudes, are apparently 
accepted as suitable maxima to values by nature, 
productive capacity or appropriate utilization. 

For finished goods, current market prices may 
be reasonably satisfactory. In the case of raw 
materials, further possibilities of biased error in 
aggregates arise since supplies with less potentia- 
lities than reflected by market values may be 
valued at less, whereas supplies with greater 
potentialities may not be valued above. 

Maxima in legislation may well be inevitable 
but so appears to be the impossibility of any 
unquestionably reliable practical attempt at the 
reflection of real values. Can legislation indeed 
justifiably aspire to real value presentation within 
a traditional framework of valuation control? 
The establishment of such maxima may have 
some significance in cyclical tendencies, and so 
coincide with some other claims for interference 
with accountancy presentation, but this is quite 
another story. LIFO procedure, it may be added, 
may also occasion further sacrifice of homogeneity 
in enterprise disclosure. 


_ The Revalorization Funds 


In the case of assets subject to amortisation, 
revalorization applies also to the amortisation 
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quotas, using the coefficients relevant to the 
years in which the quotas are set aside. The 
difference between the revalorized total of asset 
acquisitions and of asset sales is the balance sheet 
figure, and the difference between this and the 
corresponding figure.in the previous balance 
sheet after deduction of any increase in the 
revalorized amount of amortisation quotas gives 
the net revalorization funds. 

These funds become subject to special taxation 
in so far as they exceed, on realization, distribution 
or ascription to capital, the revalorized amount 
of invested capital and reserves, to some extent 
it may be supposed a penalization of the amount 
passing from fixed equity, loan and other interests 
expressed in lire to capital during inflation. 

Taxation of this accrual may be a partial 
answer to some of the moral objections raised 
against the relief of industry from capital taxation. 
Realization includes the wearing out or using up 
of assets in the ordinary course of business, a 
further clause of doubtful meaning and hazardous 
practical application. Apparently the fiscal 
authorities have implemented it by considering 
the part of amortisation quotas arising from 
their revalorization, i.e. other than that applicable 
to original cost, as realized and taxable to the 
extent it exceeds revalorized capital and reserves. 


'This, while having an effect similar to that 
already mentioned, is complained of as leaving 
no concession for modernization of industrial 
equipment, although some tendency in this 
direction was perceptible in the law of 1949, 
when special amortisation quotas were recognized 
for renovation or modernization provided they 
were used for this purpose witbin two years of 
the end of the financial year in which the funds 
were created. In the absence of revalorization the 
actual difference between proceeds and balance 
sheet value will be taxable. 

While net revalorization funds exceeding capital 
and reserves may be used without restriction, 
the remainder can only be used in certain 
ways, necessitating disclosure of the two kinds 


in the balance sheet, and any ascription to capital. 


must be accompanied by an increase of reserves 
in the same proportion. Moreover, some coeffic- 
ients in the new legislation being greater than 
those previously in force, the increased reval- 
orization funds arising from application of them 
cannot be distributed or ascribed to capital for 
the three years 1952, 1953 and 1954 to an amount 
exceeding 20 per cent of capi : 

Powers are taken to ensure the submission of 
such information as is required by the fiscal 
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authorities, particularly the revalorized amount of 
capital and the amount of revalorized funds 
distributed or ascribed to capital. Legal penalties 
are provided for revalorization above values 
actually due to nature, productive capacity or 
possibilities of appropriate utilization, for failing 
fully to disclose the criteria and coefficients 
relevant to revalorisation and the specific 
amortisation quotas, and for dealing with 
revalorization funds without regard for the 
restrictions imposed. | 


Aims and Effects 
This survey of a remarkably interesting evolution 
in legislation on revalorization can but leave 
the majority of those practically concerned with 
British management and accountancy with a 
feeling of relief that they are not yet subject to 
the onus of calculation, the gambling nature of 
the decision to revalorize, the exposure to legal 
penalties and the responsibility for practical 


‘application of expectancy values that must be a 


veritable incubus for Italian practice. 

In view of such a burden on industry and 
commerce it seems opportune to ask what the · 
offsetting advantages both individually and 
socially тау -Бе. A curb to precipitate revalor- 
ization and promotion of the tendency to homo- 
geneity in money values of final accounts seem 
apparent. The first purpose was actually achieved 
before the new legislation but whether the degree 
of homogeneity achieved is or, with present 
legislation can be regarded as likely to be reason- . 
ably complete, or whether.legislative purposes 
are not so varied as to conflict and render the 
achievement of any particular one exceedingly 
doubtful, may at least be seriously questioned. 

Italian enterprise finds itself between over- 
capitalization, increased taxation and legislative 
penalties. Unless revalorization now occurs no 
allowance of amortisation quotas is obtained for 
fiscal purposes above that relevant to balance 
sheet values and on any realization of assets 
taxation is encountered on the difference between 
proceeds and recorded balance sheet values. 

On the other hand, when revalorization occurs 
onerous responsibilities are involved and capital 
increases may incur taxation. 

The close attention now given to the details 
of revalorization points both to a desire to con- 
trol revalorization, to exploit some advantages 
accruing to enterprise during a period of inflation, 
though with little regard for needs of moderniza- 
tion, and to the aspiration to monetary 
homogeneity of enterprise results for wider 


purposes. 
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THE ACCOUNTANT IN THE WITNESS-BOX 


by MR JUSTICE UPJOHN, C.B.E. 


HE London and District Society of Chartered’ 


Accountants held a luncheon on March gth 

at the Connaught Rooms, London, WC, at 
which an address was delivered by Mr Justice 
Upjohn, C.B.E. 

'The Speaker 

Mr Douglas A. Clarke, LL.B., Е.С.А., Chairman of the 
Society, presided; introducing the speaker, he said: 
Sir Gerald Upjohn, after a double first at Cambridge 
in mechanical sciences and law, Е 
became а member of Lincoln’s 
Inn and later represented the 
Chancery bar on the General 
Council of the Bar, of which he 
became Hon. Treasurer. 

On the outbreak of war he 
joined the Welsh Guards and 
became technical adjutant of an 
armoured battalion. Later, he 
was appointed to the Allied 
Control Commission in Italy, 
first as Chief Legal Adviser and 
then as Vice-President, with the 
rank of Brigadier. 

After the war he was appointed 
Deputy Chairman of the Board 
of Referees; a member of the 
panel of chairmen of tribunals 
under the Coal Industry Na- 
tionalization Act, 1946, Attorney- 
General of the Duchy of Lan- 
caster and a Bencher of Lincoln’s 
Inn. In 1948 he was appointed 
one of the three members of the 
Lynskey Tribunal. Sir Gerald is 
also a member of the Business of 
Courts Committee. In November 1951 he was 
appointed a judge of the High Court. 

My introduction would be incomplete if I did not 
make reference to Sir Gerald’s father, the late Mr 
W. Н. Upjohn, к.с., who was never a judge, but was 
one of the great masters of equity, and is already almost 
a legendary figure for his great qualities. (Applause.) 


A Chartered Accountant in the Witness -box 
Mr Justice Upjohn: Mr Chairman, ladies and 
gentlemen, I want to start by saying something which 
is not intended as a fulsome compliment but as the 
literal truth. I am going to concern myself in this 
speech with accountants in the witness-box. It is 
undoubtedly true to say that when a chartered 
accountant goes into the witness-box the judge, from 
past experience, knows that he is going to be an 
impartial witness of truth and is not going to say 
anything in the witness-box which he does not think 
to be true. 





Mr Justice Upjohn, c.B.z. 


Nevertheless, one frequently sees two accountants 
going into the witness-box representing opposite 
sides and giving evidence in an opposing sense. The 
explanation is very simple. Ultimately, when you 
are giving evidence as an expert witness, as you do, 
in the witness-box, it all comes down to a matter of 
opinion. There are always differing degrees of 
opinion. 

I know this; I have seen it happen only once and I 

А hope І shall never see it again – 
' I know I shall not see it from 
anyone here. I refer to an 
attempt by an accountant to 
try to justify by some evidence 
a case which cannot be justified, 
merely because he desires to 
help his client. Such an act is 
no credit to anyone and least of 
all to a member of an honour- 
able profession. 

What I want to do for the 
next few minutes is to be very 
elementary even though it may 
be said that I am teaching my 
grandmother to suck eggs. After 
all, some accountants do make 
mistakes when giving evidence 
in the witness-box. 


Reading from Briefs 
Not Always Allowed 

My first point is that account- 
ants do not always appreciate 
that particular tribunals have 
their own rules of procedure, 
which are most appropriate to 
the particular type of tribunal. We all remember 
phase II of the coal nationalization matter, when 
large numbers of the accountants in England and of 
the members of the Bar made a great deal of money 
out of it. There – and I only use this as an example – 
accountants were allowed to read from their briefs. 

I have found accountants in the Courts, reading 
from their briefs, surprised when opposing counsel 
gets up and says that he objects. I hope you will 
forgive me for saying that I have seen some most 
distinguished accountants having their briefs ге- 
moved and becoming quite flummoxed. (Laughter.) 

I would suggest that there is a little object lesson 
there which could be learned with advantage. Do 
please remember your evidence when you go into 
the witness-box; it is most essential. (Laughter.) Do 
not rely on the written word. Of course you can make 
use of your notes. You produce those schedules and 
tables so beloved by accountants and without which 
they cannot live, and you take them into the witness- 
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box. You can play with them and do anything you 
like with them, but remember that you cannot 
always take a nice written brief into the witness-box 
and retain possession of it. 


A Witness Must Understand his Figures 
That brings me to another point. Again you may 
think it elementary, but I have seen disaster happen. 
You go into the witness-box and say that the schedules 
and tables which you produce have been prepared 
under your supervision, Of course, they have been 
prepared by your clerk because you could not spare 
the time working out all the detailed figures, but do 
remember just to go through them with your clerk 
to make sure that you understand which column 
means what. (Laughter.) I hope I may be forgiven 
if I say ‘senior partners please notel’ (Laughter.) I 
have seen the most ghastly things happen. People 
forget that the strange figure wearing a wig is really 
someone like myself; he may have blacker hair or 
less hair, but he is fundamentally the same and is 
not blind – at any rate until he has been on the Bench 
for a very long time. (Laughter.) 

I have seen — and this is a serious matter — great 
men, senior partnera, going into the witness-box and 
getting their references to the schedules and tables 
all wrong. There is a look of agony on the face of his 
junior partner or clerk sitting in the well of the Court 
and unable to prevent disaster. I repeat that this is a 
serious. matter because after all your client is paying 
you to get it right. I would therefore suggest that 
even the most august members of your profession 
should be fully acquainted with the matter before 
going into the witness-box. 


Making Complicated Calculations in the 
Witness-box 
There is one other thing which I should like to 
mention. Do not allow yourselves to be trapped into 
assisting counsel by making complicated calculations 
in the witness-box. You may have counsel on the 
other side asking you to do it and you sit down and 
do it, and of course you get it wrong. (Laughter.) You 
get it wrong because being in the witness-box is a 


matter of great nervous strain and it is not fair to: 


ask any accountant to do a calculation - I am not 
talking of simple additions or multiplications, but 
a complicated calculation — to bring out some point 
which the opposing counsel wishes to make. You 
should ask leave of the Court for permission to 


withdraw and make the computation or for your 


clerk to do so. 

I have seen that happen more than once. The 
answer has been wrong and it has been too late to 
correct it. 

Being in the witness-box is very harassing. It has 
only once happened to me. І mention it only because 
your Chairman was kind enough to refer to my 
father who was indeed one of the great masters of the 
law. He was not, however, experienced in criminal 
law and when someone had the impertinence twenty- 
two years ago to say that I was driving at an excessive 
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speed 1 made the mistake of instructing my father 
to appear in the police court for me. I advised him 
upon the law arising but a most extraordinary 
position arose. They found me guilty and I was 
fined no less than 5s od. I said to my father ‘You 
cannot appeal on 5s od; you must ask them to increase 
it to £1’ (laughter). Well, he asked them to increase 
my fine to £1. Within two days no fewer than three 
legal gentlemen wrote and said that the law had been 
altered and that I could have appealed against the 
fine of 5s od. I may say that the matter did not end 
there because I finally decided not to appeal. 
(Laughter.) 


Bear with Hostile Counsel 

I should now like to return very briefly to the Law 
Courts and invite your attention to another point. 
Under our system of jurisprudence, counsel are 
entitled in cross-examination to treat a witness in a 
hostile manner. Times have changed somewhat and 
that very seldom happens nowadays with expert 
witnesses but I should like to give you a word of 
advice in case that should happen to you. Bear with 
counsel; stifle your annoyance and pocket your pride, 
answering his questions as best you can. The judge 
may not publicly comment оп the offensiveness of 
counsel, but if you are, as of course you are, an 
honest witness and do your best to give a civil 
answer to hostile counsel, that will redound to your 
credit in the mind of the judge. 

I hope you will remember that, because I have seen 
even chartered accountants rattled, irritated and 
annoyed ~ rightly annoyed - by the questions of a 
hostile cross-examining counsel; and I would assure 
you that however much annoyed and irritated you 
are and however rightly, the correct course is to 
preserve your temper and give the best answers you 
can, because in the long run you are there and being 
paid by your client to say nothing which is not the 
literal truth and to do your best according to your 
lights. You will not help your client by getting at 
cross-purposes even with an unfairly hostile counsel, 
who, of course, has you at a disadvantage in the 
witness-box. 


Opinion about Imponderables 

There comes a time when you are called upon to 
express an opinion about imponderables, and there, 
of course, one may find differences of opinion 
between chartered accountants. For instance who 
can say what is the value of a share in a private 
company? You and I know that a minority holding 
in a private company is probably worth nothing, but 
the Inland Revenue do not take that view and of 
course everyone is entitled to express his opinion on 
such imponderables. Well, there it is and there will: 
always be differences of opinion on such things. 

I have enjoyed coming to this meeting; I hope I 
have not taken up too much of your time and I 
thank you all very much indeed. (Applause.) 

On the suggestion of the Chairman, a cordial vote 
of thanks was passed to the speaker. 
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"WEEKLY NOTES 


New Member of the Council 
of the Institute 


It is noted elsewhere in this issue in the report of 
the Institute's Council meeting held on April rst, 
that Mr J. Clayton, A.C.A., has been elected a member 
of the Council of the Institute. 

Mr Clayton is a director and comptroller of 
Broadcast Relay Service Ltd and chairman of several 
of its subsidiary companies. He was articled to the 
late Mr Alfred Nixon, F.c.a., of Manchester, and after 
admission as an Associate of the Institute in February, 
1928, spent several years on the staff of Messrs 
Thomson McLintock & Co. An appointment as 
accountant and, later, secretary of John Mowlem & 
Co Ltd, preceded his present employment which he 
took up in 1946. 

A member since 1946 of the Taxation and Research 
Committee of the Institute, Mr Clayton was vice- 
chairman during 1948-49 and chairman during 
1949-50. He has also been a member of the com- 
mittee of the London and District Society of Char- 
tered Accountants since 19487 -> 

In 1943 the Inland Revenue — a 'modified 
scheme’ of P.A.Y.E. devised by Mr Clayton for 
optional use by employers. 


Retail Trade Trends 

During the retail trading year 1952-53, which runs 
from February to January so far as the Board of 
Trade res are concerned, two points seem to be 
outstanding. The first of these is the tendency of the 
value of food sales to follow the movement of prices. 
This inelasticity of demand in face of changing trade 
and employment conditions in the year under review 
was very noticeable right through the year and has 
indeed been commented upon from time to time in 
these notes. Generally, the public has cut down on 
many kinds of purchases during the recession but 
there is little sign that it reduced its food budget to 
any extent. 

The other trend, which has also been noticeable 
for some time (right through the recession in fact), 
has been the growing business of the chain stores 
compared with the departmental stores, independent 
retailers and the co-operative stores. The gain has 
been particularly marked in women’s and children’s 
clothes. There is little doubt that the initial impetus 
to this trend was given when the chains were able to 
show to the public that they were offering goods at 
attractive prices compared with their competitors 
(due in some measure to their ability to sell lines 
which they manufacture and so omit the whole- 
salers’ margin). Тһе question which this leaves, now 
that the recession has gone to a large extent, is 
whether the chain stores will hold and even improve 
upon their recent . This is one of the problems 
which is left behind for the department stores and 


the ‘co-ops’ once the public have settled down to 
buying discriminately and goods are fairly freely 
available in the shops. 


l Continued Recovery in Textiles 


The improvement in the textile industries which has 
been noticeable for some months past continues to 
make strides. Cotton has been a slow starter compared 
with wool, rayon and hosiery but there are indications 
that Lancashire is now firmly on the road to recovery. 
The output of cotton and mixed yarns was the highest 
in the third week of March for thirteen months. In 
that week production of yarn reached 18:3 million Ib 
compared with 15:7 million in the same week a year 
ago. But these better figures only serve to show how 
far the recovery has to go before all the lost ground 
is made good. The best weekly production in the 
closing months of 195 а record levels were 
achieved) was about 22 million Ib.. 

Wool textiles, notably the worsted section, have 
improved further in the latest period for which figures 
are available. The consumption~of clean wool in 
February of this year reached 41:1 million Ib (a 
figure comparable with that for January if allowance 
is made for the fewer working days) against 28 million 
lb for February 1952. But the continued upward ` 
movement in wool textiles was particularly noticeable 
in the production of tops and in deliveries of worsted 
yarn and woven wool fabrics. The rate of wool con- 
sumption was, in fact, the best since October 1951. 
The wool textile industry is therefore as good as 
back to the best levels of the boom days of 1951 and 
has the added satisfaction of being based on much 
sounder and more stable raw wool prices. 


Weak Commodity Trends 


News of more price controls to be dismantled 
shortly and the growing prospects of peace coming 
to Korea have been strong bearish influences on 
commodity prices since the closing days of March. 
The price of rubber has eased off further and zinc, 
after a recent recovery, has lost ground. Lead has 
also moved lower and so has tin. The situation in 
copper is confused but prices (reflected in Stock 
Exchange quotations) have been forecast for a fall 
if and when controls go. 

The effect of a further marked weakening of inter- 
national commodity prices on the economy of this 
country would be somewhat complex. The terms of 
trade would move in its favour which would aid the 
balance of payments situation, but sales of rubber 
and copper to the United States would decline in 
value. Furthermore, the effect on the level of business ` 
activity in the United States of an end to hostilities 
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FINANCE AND COMMERCE 


Russia’s change of policy has overridden the coming 
Budget in influencing stock markets. The possible 
withdrawal of the Korean War and rearmament as 
inflationary factors has led to reaction in industrial 
and commodity shares. Fixed interest stocks on the 
other hand are firm. . 


А Blackwood Hodge 

This week’s reprint gives the accounts of John 
Blackwood Hodge & Co.Ltd, a company engaged in 
the distribution and servicing of heavy earth-moving 
machinery, notably the Euclid range and the Marion 
Power Shovel from America. Certain types, how- 
ever, are now being made in this country. | 

It is a company with an interesting background 
from more than one angle. Substantially the whole 
of the interest in it is owned by Mr Bernard Sunley, 
chairman and managing director, and his wife, and 
he has reached that position from the bottom rung 
of the ladder of success in less than thirty years of 
working life. His co-signatory to the balance sheet 
is Mr W. A. Shapland, F.c.a., the company’s 
financial director. 

The company further presents an interesting 
example of a way of obtaining a Stock Exchange 
quotation in an unusual manner. The need for a 
quotation is the very common one in these days of 
preparation for eventual death duties, a most import- 
ant consideration where the family fortune is in the 
business. KS 


Way to Quotation 


The way to the Stock Exchange quotation, in process 
of arrangement at the time of writing, is via an 
existing company with shares already quoted. This 
method has been chosen partly because the business, 
started in 1941, was necessarily restricted by war 
. conditions and has only reached success in the last 
six years and partly because with the existing com- 
any's shares already well spread over 1,400 share- 
holders, fewer shares need be placed on the market 
for quotation p than would have been the 
case had Blackwood Hodge shares been the subject 
of a direct placing. | 
The existing company is Leonora Corporation. 
It was started in 1934 as a mining finance company 
but has never been successful. There has been no 
dividend since 1936 and in 1939 half its capital was 
written off. Its present issued capital is £85,000 3s 6d 







name changed to Blackwood H 


No "Take-over' Boom 

These arrangements, of course, have taken some time 
to mature and it is noteworthy that the chairman of 
Leonora asked the Stock Exchange to cancel the 
company's share quotation last November in view of 
the new and more substantial future for the company 
that lay ahead. There has thus been no ‘take-over’ 
market boom in the shares. Application for a fresh 
quotation is being made when the Leonora metamor- 
phosis is complete. 

For the Leonora shareholders it means ‘corn in 
Egypt’. The Holdings company is expected to pay a 
very conservative 15 per cent minimum dividend ` 
which with the preference dividend and 20 per cent 
profits tax absorbs only £78,300 net. 

On this basis the expected market value for the 
5s shares is about 10s which means 1s for the present 
6d shares of practically no value. 


Wake & Dean 


The affairs of Wake & Dean Ltd, the furniture 
makers of Yatton, near Bristol, whose accounts we 
reprinted on February 14th last, have now become 
the subject of a Board of Trade investigation. 

The preference shareholders’ committee, after con- 
sideration of the report of the investigation carried 
out by Messrs Russell Tillett & Co, Chartered 
Accountants, decided that it was a matter for the 
Board of Trade and took steps that led to the applica- 
tion under Section 164 (1) of the Companies Act. 

The Board of Trade, as we noted in a recent issue, 
appointed Mr Melford Stevenson, Q.c., and Mr D. 
V. House, F.C.A., ав inspectors with instructions that 
their investigation is to have special reference to the 
valuation of the company’s stocks and work in pro- 
gress and the annual accounts at June 3oth, 1950, and 
June 30th, 1951. 


. Losses go Undetected 

The position of the Wake & Dean business was 
attributed by the investigating accountants who took 
over the audit to, among other things, a faulty ` 
internal system of estimating and cósting which 
resulted in manufacturing losses continuing unde- 
tected. Ап obvious and immediate need, it was stated, 
was to get the company's pricing system on a sound 
basis; a competent full-time financial and' cost 
accountant had been appointed. 

А rather similar situation was behind the Storm- 
gard collapse and we have only recently reported 
the case of Enfield Cables whose directors, three 
weeks before the end of the financial year, were quite 
certain profits would be about the same when, in fact, 
they were substantially down. Enfield Cables Iacked 
a proper costing system and stock records, so that it 
was impossible to compare physical stocks taken at 
accounting date with stocks as per books. 
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à 19351 i 
£ 
To Provision for Depreciation 8r pee rone before charging amounts eed 
Premises, Plane; Machinaty, ste- 35,690 29,725 993,684 593,942 
Hiring Plant . 89,555 e 48,237 гара re relating to previous | years 87,378 — 
„ Audit Fees and Вхре 4,108 4,009 
n Taxation in respect of Profits for : 
the (Estimated) 
U.K. Excess Profits 35,000 — 
U.K. Profits Tax E 37,780 30,996 
U.K. Income Tax . .. 267,986 155,357 · 
Dominion and Foreign Taxes :: 203,439 109,448 
544,208 
« Net Profit transferred to Appro- 
priation Account . i 407,514 216,172 
#1,081,062 £593,942 1,081,062 £593,942 
Appropriation Account 
£ £ £ £ 
To Holding Company p Dividends paid, By Balance of барери: Tene at њен 
accrued ог propos . 852 3 31st, 1951 .. 303,263 197,310 
„ Capitalization e E Profits by Hold- „ Net Profit as above | .. 407,514 216,172 
ing Company for Bonus issue of n Transfer from Capital Reserves boing provision 
Redeemable Preference Shares... 48,700 — for loss of Subsidiary no longer required .. T 5,000 -— 
» Scrip Distributions by Subsidiary 
Companies transfo to Capital А 
Reserves — 47,200 
» Sundry Transfers to ‘Capital 
Reserves — 5,000 
» Additional Transfers to Reserves 
for Future Taxation 73,675 53,873 
„ Formation Expenses etc., written 
off 124 1,010 
Balance of Undistributed Profits 
at October 3136, 1952 
Holding Company .. 95,544 
Subsidiary Companies 527,437 
622,981 
Less Debit Balances on accounts of 
Subsidiary Companies (less £5,000 
rovided In Accounts ог Holding 
mpany).. s 30,555 
——— 592,426 303,263 ‘ 
£715,777 £413,552 £715,777 £413,552 





Auditor and Stocks 


Readers have in our reprints of the Stormgard 
accounts at June 3oth, 1952 (February 28th issue), 
and of the account of the receiver of A. Wh 

the company's principal subsidiary (April 4th issue), 
the background to the extraordinary meeting that 
gave power to the shareholders’ committee (now the 
board of directors) to sell the Whyman interest. 

A particular point of interest to accountants is the 
question by a shareholder at the meeting regarding 
the auditors’ responsibility for the stock e in the 
1952 Stormgard accounts. There seemed to be an 
implication that stocks were overvalued in those 
accounts in view of the position shown by the 
receiver in December and that the auditors ought 
to have known about it. 


The auditors’ representative at the meeting 
affirmed simply that his firm had carried out their 
duty in the following manner: 


“The stocks were taken and valued in the first 
place by the officials of the subsidiary companies 
and the primary responsibility for such valuations 
rests on those officials. 

"They were then gone over by the directors and 
secretary of the parent company who certified them 
to us. 


‘We did not by any means rest only upon the 
officials’ judgment but made our own verifications 
and certainly imposed our own tests on the figures 
bri claiming to be expert valuers of clothing 
stocks, 

‘With reference to the substantial difference. 
between the June 1952 balance sheet and the 
realizable values now put forward, there has, of 
course, been six months’ trading in the meantime 
and during that period values have again fallen 
heavily. 

‘The balance sheet values are taken on the 
traditional basis of cost or lower market value on the 
basis of the business being a going concern and 
are not intended to represent the amount which 
could be obtained for the stocks on a forced sale 
such as takes place under a receivership.’ 

It makes one wonder what realization there is 
among company shareholders of an auditors' duty 
in relation to stock. 


' Money Market 
A fall in Treasury bill applications to £322,755,000 
and a reduction in the market's bid to £99 7s 11d 
saw an advance in the average discount rate to 
£2 8s 3'934 per cent on April 2nd. The. market 
obtained 60 per cent of requirements at the lower 


- bid. This week the offer is increased to £250 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Accountant's ‘Baton’ 

Sir, – Before his recent death a former member of our 
staff who was articled to Mr W. W. Deloitte in 1879, 
presented us with a cylindrical case, of which I send 
vou a photograph. He told us that each member of 
the audit staff was given one of these cases as part 
of his equipment. It contains three compartments: 
that with the largest cap held pens and coloured lead 
pencils; of the two compartments at the other end, 
that with the smaller cap contained india-rubber and 
the compartment underneath, a bottle of ink. 

It is, I think, always a pity when customs and 
traditions of the past are allowed to disappear without 
record, and I hope that if any other firms of practising 
accountants can produce other examples of the 
accountant’s equipment in bygone days, they will be 
able to send you particulars. 

Yours faithfully, 

London, EC2. R. KETTLE. 
[We welcome Sir Russell's suggestion and we shall be 
glad to hear from other readers. – Editor.] 
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Forthcoming Presidential Addresses: 
The Profession, the State and Industry 
Sra, - Once again we are approaching that period of 
the year when the various accountancy bodies will be 
holding their annual general meetings, and publicity 
will be given to the presidential addresses of the 

leaders of the profession. 

Doubtless each will produce a different theme to 
lay stress on the considered outstanding features of 
present-day activity with which members of the 
profession are concerned, but present-day taxation 
is bound to rear its formidable head in the minds of 
each of these august representatives of the profession 
of accountancy. 

Happily for the masses, all that happens is that at 
the end of the week someone has calculated for 
them how much they owe the Government for taxa- 
tion, national health and other benefits, and it is 
deducted from their wage packets. It is said that 
what you never have you never miss. In consequence, 
life, for these multitudes, is all so very simple, but 


wat =. * 


Tue Accountant's ‘Baton’ described in Sir Russell Kettle’s letter. The lower photograph shows the 
К closed case; that above illustrates it in use. 
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what of those who are unable to compute what their 
income is week by week or month by month? In 
other words — business. Does business really get a 
fair crack of the whip? | 

What brilliant mind could possibly manage to 
think of anything more intricate than this present 
excess profits levy, which appears to have resulted 
in more articles of explanation and lectures by taxa- 
tion experts than any other taxation outrage of the 
past century? | 

Surely, as accountants, we must admit that in 
connection with taxation there are many matters 
which have now become so complicated that the 
only possible excuse for their present-day existence 
is that they are in company with other complicated 
aspects of present-day life, particularly for those 
who are not at the receiving end of the welfare state 
and who do not know the simplicity of the net wage 
or salary packet. 

There was a time when much was made of the 
value of invisible exports and the income derived 
- from capital invested abroad, but woe betide the 
taxpayer with an investment outside these shores 
who today dares to embark on the hazardous task of 
endeavouring to ascertain his rightful tax liability. 


Let's face it; in many cases even the accountant 
cannot compute it until he receives information from 
the Inland Revenue authorities as to what is the 
correct effective, United Kingdom rate of tax, and 
this information is not always readily obtainable by 
return of post. 

There аге many aspects of taxation affairs today 
which have become so complicated that we ought 
seriously to pause and ask ourselves if the Govern- 
ment of the day pays sufficient attention to our 
existehce as a profession and the need to consult us 
from time to time. - 

Remember the origination of the present P.A.Y.E.? 
It was first called ‘pay as you go’ "s was 30 ridiculous 
that, after а few months only, it had to be adjusted 
to take out something like two million persons who 
were not taxpayers at all, and very soon afterwards 
the Government was compelled to admit that the 
fantastic work involved to ascertain the liability of a 
few shillings from another very large body of so- 
called taxpayers, necessitated adjusting the scale of 
income and allowances to remove them from the 
tax-gatherers' hands. So far as I am aware, the pro- 
fession was never consulted before this very costly 
system was put into force, yet to practical business 
men it was all so obvious that it required much 
trimming to make it workable. 

One of the leaders of the profession may per- 
chance include in his address some observations on 
how the profession stands in relation to industry. 
It certainly would be interesting to myself to get 
another angle on this problem. So far the only angle 
I have is that industry expects much from the profes- 
sion but does nothing whatever in return. The 
practitioner accepts the responsibility of training 
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candidates for the profession on far more onerous 
terms than applied in pre-war years, and then, when 
the trainee has succeeded in passing the examinations, 
industry which all this time has just been looking 
on and doing nothing, puts its finger in the pie and 
pulls out the plum. 

Why should not industry be charged an annual fee 
by the appropriate body of accountants for the 
employment of one of its members? Of course, there 
would be complications brought about by double 
qualifications etc., but they could be overcome. One 
could write at length on these miatters, but it is 
doubtful if it would do any good, yet one feels an 
inward urge to ‘let off steam’ in the hope that some 
slight easement of present-day worries might some- 
how be brought about. 

Generally speaking, it surely. must be accepted 
that H.M. Government is in certain respects a 
50 per cent partner in all businesses, and it is still a 
matter of great surprise that, in some instances, it 
would appear to be content to accept information as 
to what is its share of profit in the partnership- 
business from sources which certainly do not conform 
to the standards imposed upon the members of the 
recognized accountancy bodies, and since any ques- 
tion of co-ordination of the profession (which carrot 
was dangled before the donkey for so very many 
Yen appears to be as far off as ever, perhaps the 
simple expedient could be adopted of inducing the 
Government to accept information concerning its 
interests in business only from those who it is 
deemed are qualified to supply such information; 
then perhaps the practising members may feel that 
at least something tangible has been done in their 
interests. 

One wonders which president or society will be 
the first to make an outstanding impression upon the 
Government and business community alike, concern- 
ing the things that matter so. very much for the 
eventual survival of the nation as a worth-while 
power to be reckoned with,. when matters of conse- 
quence are due for discussion on an international 
level. For surely it is a sorrowful day for any nation 
when its taxation legislation has developed to such 
crazy heights as to leave the finest brains and business- 
getters in the country content to sit in a club arm- 
chair, or to have a round of golf rather than pay 
attention to business, because the latter produces no 
worth-while reward for the effort involved. 

One, of course, should couple with this the need 
for a revision throughout all the taxpaying classes; 
for there is little incentive today for the ordinary 
worker to be encouraged to work overtime or put 
forward a worth-while effort, if the fruits of the effort 
are not to be allowed to be retained but must, to the’ 
extent of a varying 50 per cent, be handed over to 
the State for the privilege of that late-night or 
week-end work. 

Yours faithfully, ; 
ALBERT V. HUSSEY, F.S.A.A. 
London, EC2. : 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS 
OF THE COUNCIL 


At special and ordinary meetings of the Council, held 
on Wednesday, April 1st, 1953, at the Hall of the 

. Institute, Moorgate Place, London, EC2, there were 
present; 

Mr Т. B. Robson, M.B.E., President, in the chair; Mr J. 

Blakey, Vice-President; Messrs Н. Garton Ash, 0.3.2, 
M.C., У. L. Barrowa, Sir Harold Barton, Mr T. Hamilton 
Baynes, Sir Bernhard наса. Messrs С. W. Boyce, С.В.Е., 
W. 6. Campbell, F P. 
D. A. Clarke, S. Ceni E. а 
Dicker, M.B.E., W. Y Fea, G. R. Freeman, P. F. Granger, 
D. V. House, Sir Harold Howitt, G.B.8., D.8.0., M.C., Sir 
Russell Kettle, Messrs W. H. Lawson, C.B.E., J. 5. 
Mackenzie, K. A. E. Moore, P. Morgan-Jones, S. J. Pears, 
С. U. Peat, M.c., Р. M. Rees, м.с., І. W. Robson, G. F. 
Saunders, Gilbert D. Shepherd, M.B.E., K. G. Shuttle- 
worth, B. Smallpeice, E. D. Taylor, G. L. C. Touche, 
A. D. Walken, $ 44 PNicholas Waterhouse; K.B.E., Mr E. F. G. 
Whinney, with the Secretary and Assistant Secretaries. 


Death of Her Majesty Queen Mary 


The'President opened the proceedings of the Council: 


as follows: 


*No words of mine can bring home to you, more than the 
event itself -has already done, the loss which we have all 
sustained through the death of Her Majesty Queen Mary. 
You and I have watched with reverent admiration that 
gracious lady's selflessness, her shining example of devotion 
to duty and to her people, her constant thought and service 
for others, her courage, her kindness and her other qualities 
of mind and character. 

‘Small wonder is it that she not only won her way into 
our hearts but established and retains her place there, an 
inspiration to us all. - S y 

‘Our hearts go out to Her Maj Queen Elizabeth in 
sorrow and sympathy for this new burden of loss which 
has so quickly come upon her. We res y tender to 
her and to her family the following resolution: 

‘That the President, Vice-President and Council of 
The Institute of Chartered Accountants in England and 
Wales, on behalf of themselves and the fellows and 
associates of the Institute, desire humbly and respectfully 
to convey to Her Majesty Queen Elizabeth II and the 
other members of the Royal Family, their profound grief 
and sympathy in the irreparable loss which they and 
the nation have sustained by the death of Her Most 
Gracious Majesty Queen Mary.’ ; 


Annual Religious Service 
The Council decided that arrangements should be 
made for a religious service to be held annually in 
future on a council meeting day and that members of 
the Institute be invited to join in it with members of 
the Council; the place and date of the service to be 
announced later. 


‘Welcome to New Members 


The President welcomed Mr Douglas A. Clarke and 
Mr E. F. G. Whinney who were attending for the 


aN 


first time as members of the Council. Mr Clarke and 
Mr Whinney briefly replied. 


Readmission 


One application for readmission to membership was 
acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Annual Report and Accounts for 1952 
The annual report of the Council and the accounts of 
the Institute for the year 1952 were approved for issue 
to members of the Institute. 


Autumnal Meeting – Scarborough 
Mr Derek du Pré has kindly consented to act as 
Honorary Public Relations Officer for the twenty-first 
autumnal meeting. to be held in Scarborough оп 
October 8th, gth and roth, 1953. 


Election to the Council 
Mr Jack Clayton, a.c.a., London, was elected a 
member of the Council to fill the vacancy caused by 
the resignation of Mr Т. A. Lacy Thompson, р.в.о., 
M.C., A.C.A., Newcastle upon Tyne. 


Articled Clerks engaging in Other Businesses 


Four applications under bye-law 57 from articled 
clerks to engage in other businesses during their 
service under articles were acceded to. 


Articied Clerk in Industrial Organization 
One application under bye-law 58 (c) from an articled 
clerk to serve a part of his articles in an industrial 
organization was acceded to. 


Change of Name 
The Council decided that the following change of 
name be made in the Institute records: 


William Desmond Pocock, A.C.A., to 
William Desmond Patrick. 


Royal Society of Arts. 


Mr George К. Freeman, F.C.A., was nominated to 
serve as representative of the Institute on the Examina- 
tions Committee of the Royal Society of Arts: 
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Companies Act, 1948: Shares of no par value 


The Council decided to publish the text of a memo- 
randum dated March 23rd, 1953, submitted to the 
committee appointed under the chairmanship of 
Mr Montagu Gedge, Q.c., to consider whether it is 
desirable to amend the Companies Act, 1948, so as to 
permit the issues of shares of no par value. (The 
memorandum is reproduced at the end of this report.) 


Society of Incorporated Accountants and 
Auditors 


The Council learned with very great pleasure that 
honorary membership of the Society had been con- 
ferred upon Sir Harold Howitt, G.B.R., D.8.0., M.C., F.C.A., 
and Mr С. О. May, Е.С.А., С.Р.А., in recognition of 
their outstanding contributions to past International 
Congresses on Accounting and to the profession 
generally. 


Certificates of Practice etc. 
It was resolved: 


(1) That certificates of practice be issued to the 
following twenty-six associates who have commenced 
to practise: 

Allen, Thomas William; 1952, ACA. 7 Verdant Lane, 

Catford, London, SE6. 


Alton, James Derrick; 1952, A.C.A; (Milner & Alton), 
12 Victoria Avenue, Harrogate. 


Barlow, Geoffrey; 1933, А.С.А.; 117 Rocky Lane, Monton, 
Eccles, Lancas 

Beck, Charles Donovéss 1953, A.C.A.; Prince's Chambers, 
16 John Dalton Street, Manchester, 2 

Bray, Gerald William; 1949, А.С.А.; 9 Garfield Terrace, 
Stoke, Plymouth. 

Bristow, Stanley Richard; 1952, А.С.А.; 201 Wickham 
Chase, West Wickham, Kent. 

Brown, Kenneth Vincent; 1952, A.C.A; (Underwood & 
Co), Vernon House, 12-18 Friar Lane, Nottingham, and 
at London. 

Clayton, David; 1951, A.C.A; (David Clayton & Со), 
45 Windsor Avenue, Edgware, Middlesex, and at London. 

Clayton, James Percival; 1953, A.C.A.; (John Baker, Sons 
Ren Cunard House, $8 Leadenh Street, London, 

3. 

Cooper, Roy Douglas; 1952, А.С.А.; (К. D. Cooper & 
Co), 5a Mountfield Road, Finchley, London, N3. 

Cowey, Stanley James; 1952, A.C.A.; (L. Milburn & Co), 
Central Buildings, West Sunniside, Sunderland. 

Davis, Norman Harold; 1953, A.C.A.; 68 Park Avenue, 
Egham, Surrey. 

D'Eath, David Brelsford; 1948, A.C.A; (Dunn, Wylie & 
co), 5 Draper’s Gardens, Throgmorton Avenue, London, 

2. 

Fendley, John Mark; 1950, A.C.A.; (Armstrong, Routledge 
& Co), City Chambers, 57 English Street, Carlisle. 

Galbraith, Alan; 1919, A.C.A.; 39 Upper Brighton Road, 
Worthing. 

Hancock, Rodney Clifford; 1951, A.C.A.; 371 Devonshire 
Road, Blackpool. 


Homan, Geoffrey Ernest; 1951, A.C.A.; (G. E. Homan & 
Co), 22 Ashurst Road, East Barnet, Hertfordshire. 





* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Jennings, Eric Cowen; 1947, A.C.A.; (John Reed & Co), 
Sun Buildings, 7 Winchester Street, South Shields. 
Lawson, David Bailey; 1948, A.C.A.; (Hemsley Miller & 
Co), 5 Cheapside, London, ECa, and 332 High Road, 
Brondesbury, London, NW6; and at Chesham an 
ough. 


Mignino Alfred Alexander; 1952, A.C.A.; 33 Broomfield 
e, Palmers Green, London, N:3 


us Douglas Gordon; 1951, A.C.A.; 4 Great Win- 
chester Street, London, ECa. 


Pegley, Leonard Charles; 1951, A.C.A.; 181 Brooke Road, 

lapton, London, Е5. 

Reynolds, Gerard Vincent; 1952, A.C.A.; 274 Wilbraham 
Road, Manchester, 16. 

Segal, Sidney; 1952, A.C.A.; 181 Queensway, Bayswater, 
London, 

Selwyn, Stanley Clifford; 1952, A.C.A; 73 Lampard 
Grove, Stamford Hill, London, N16. 

Wallington, Clifford; 1952, A.C.A; te ed & 
Co), 5 Cheapside, London, EC2, and 332 High Roa 
Brondesbury, London, NW6; and at Chesham an 
Slough. 


(2) That fourteen associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- 
law 31). 

(3) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye- 
law 31). 


(4) That four applicants be за as associates 
under clause 5 of the supplemental Charter (bye- 
law 31). 


(5) That four applicants be admitted as associates 
under clause 9 of the supplemental Charter (bye-law 
36). 


A list of those who complete their fellowship or 
membership before April 14th will appear in The 
Accountant of April 18th, 1953. 


Registration of Articles 


The Secretary reported that ninety-five articles of 
clerkship were registered during the month of March 
1953 as compared with sixty-nine in the previous 
March. 

Resignation 


The Secretary reported the resignation of: 
Mr Bernard Orton Bunting, F.c.a., Keswick. 


. Deaths of Members 
The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr James Hedley Breeze, F.c.a., Birkdale. 
» Charles Woods Hesketh, F.c.a., Liverpool. 
» Arthur Grahame Hewitt, a.c.a., London. 
» Granville Pinniger Hopkins, A.C.A., Hastings. 
» Geoffrey Halton Imison, a.c.a., Liverpool. 
» John Edward Percival, F.c.a., London. 
» Sylvanus Arthur Reynolds, A.C.A., Reading. 
» Herbert Harvey Russell, r.c.A., Birmingham. 
» Sydney Sykes, A.C.A., Ashton-under-Lyne. 
» Reginald Arthur Wilson, A.C.A., London. 
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MEMORANDUM FOR THE GEDGE COMMITTEE 
ON SHARES OF NO PAR VALUE 
submitted on behalf of the 


COUNCIL OF THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


1. This memorandum is submitted in response to an 
invitation from the committee appointed under the 
chairmanship of Mr Montagu Gedge, Q.c., with the 
following terms of reference: 

‘To consider whether it is desirable to amend the 
Companies Act, 1948, so as to permit the issue of shares 
of no par value; and, if so, to consider and report what 
amendments in the Act should be made for this purpose, 
having due regard to the need for safeguards for investors 
and for the public interest.’ 

'The head numbers referred to below are those used 
in the letter of invitation dated January 23rd, 1953. 


Head Nos. 1, 2, 3 and 6 


2. The Council as such has no experience of the 
operation of the no par value system in other countries. 
The Council is therefore not able to give on behalf of 
the Institute information under headings r, 2, 3 and 6 
of the invitation from the Gedge Committee. Тће 
Council has, however, obtained a memorandum 
(Annex А) from a number of members of the Institute 
who are resident in the United States and a further 
memorandum (Annex B) from a member resident in 
Canada. It is hoped that these two memoranda will be 
of assistance to the Gedge Committee. 


Head No. 4. Advantages and disadvantages of 
shares of no par value 

3. The principal advantages which are claimed in 

favour of shares of no par value are: 

(a) They eliminate the par value label which may 
lead the uninformed shareholder to form an 
erroneous impression of the value of his shares. 

(b) They assist the marketability of a company's 
shares, because it is possible to split them into a 
greater number of shares if they stand at so high 
a price as to impede their marketability. There 
is, however, nothing in the existing United 
Kingdom company law to prevent shares from 
being divided into shares or stock of smaller 
nominal amount. 

(c) They enable a company to issue further shares at 
a price related to the market value of the existing 
shares, although in the United Kingdom this is 
an advantage which is already obtainable under 
the Companies Act, 1948, by the issue of shares 
at a premium or at a discount. Where shares are 
issued at a premium (that is to say at a price 
greater than their nominal amount) the premium 
is not shown in the balance sheet as part of the 
share capital and in consequence the share- 
holders’ nominal stake in the company is shown 
as being less than the amount actually con- 
tributed; such a division of the amount con- 
tributed would not arise in the case of shares of 
no par value. For an issue of shares at a discount 
(that is to say at a price less than their nominal 
amount) it ig necessary to observe the require- 


ments of Section 57 of the Companies Act, 1948, 
which include a resolution of the company in 
general meeting and the sanction of the Court. 
The resolution of the members must specify the 
maximum rate of discount and the Council has 
no information as to whether it has been the 
practice of the Court to interfere with the rate 
decided upon by the members or to lay down 
conditions under which sanction is given. If 
shares are issued at a discount the share capital 
is shown in the balance sheet at its nominal 
amount (not at the amount actually contributed) 
but it is necessary to show under a separate 
heading the amount of discount allowed so far 
as it has not been written off. 

(4) They enable dividends to be declared ss an 
amount per share instead of as a percentage of a 
share having a nominal value; and in consequence 
shares of no par value would avoid the creation 
of misleading impressions as to the size of a 
dividend in relation to the capital employed. 
Under existing United Kingdom company law 
there is nothing to prevent a company from 
declaring a dividend in terms of an amount per 
share (as indeed some companies do) instead of 
as a percentage of the nominal amount of the 
shares; but because the shares have a nominal 
value there is a danger of misleading calculations 
being made on the basis of that nominal value. 
On the other hand, a dividend expressed as an 
amount per share of no par value would also 
fail to give any indication of the rate of return on 
the capital invested in the undertaking. The true 
return on such capital, including retained profits, 
can be ascertained only from a perusal of the 
accounts. 

4. Apart from transitional difficulties and the safe- 
guards (see paragraph 5) which would be necessary, 
the introduction of shares of no par value would not 
appear likely to lead to any material disadvantages. 
The transitional difficulties would be: 

(a) Extensive consequential changes would be re- 
quired in those parts of the Companies Act and 
other Acts (such as those dealing with stamp 
duty, profits tax, excess profits levy and estate 
duty) which are framed on the footing that a 
company’s capital consists of shares or stock of 
nominal amount. All these changes would have 
to be made contemporaneously with the intro- 
duction of legislation permitting shares of no 
par value. 

(8) Such shares would represent a fundamental 
change in the method which, over the years of 
enormous growth of joint-stock company enter- 
prise, has become familiar to all concerned with 
the raising of capital and the purchase and sale 
of shares. In this respect the position is different 
from that in Canada and the United States, 


436 


where the use of shares of no par value has 
developed over many years side by side with the 
growth of corporate enterprise. - 


Head No. 5. Is the system of shares of no par 
value open to abuse to the detriment of investors, 
creditors, or the general public, and if so, in 
what ways? | 

5. It is a principle of United Kingdom company 
law that capital cannot be reduced without the sanction 
of the Court. The Companies Act, 1948, has extended 
this principle to amounts received by way of share 
premiums. The position therefore is that contributed 
capital, including premiums, is not available for dis- 
tribution as income and it cannot be returned to the 
proprietors except with the sanction of the Court. 
The Council of the Institute does not consider that 
there should be any departure from this principle. 
It therefore follows that if the issue of shares of no 
par value were permitted the Council would regard it 
as essential to provide that the full amount of the con- 
sideration received for such shares shall be treated as 
capital and, in particular, be subject to the provisions 
regarding reduction of capital. It would also be import- 
ant to provide that, where the whole or part of the 
consideration for shares is in the form of assets other 
than cash, the value of the assets acquired shall be 
recorded as part of the capital in the same way as the 
money consideration for shares issued for cash. 


Head No. 7. Whether in your view the no par 

value system should be permitted in this coun- 

try ? If so, whether its use should be limited or 

restricted in particular ways, and what amend- 

ments of the company law should be made in 

order to safeguard investors and in the public 
interest 


6. The Council is of opinion that, in view of the 
extensive changes which would be implicit in its intro- 
duction, the system of no par value shares should be 
introduced only if the Gedge Committee receives 
evidence of substantial demand for it. The Council is 
not itself aware of a general demand of this nature. If 
such shares were introduced they would not appear to 
involve accounting difficulties provided the legislation 
contained the safeguards referred to under Head No. 5, 
namely: i 

(a) That the full amount of the consideration 
received for such shares shall be treated as 
capital and, in particular, be subject to the 
provisions regarding reduction of capital. 

(b) That where the whole or part of the considera- 
tion for such shares is in the form of assets other 
than cash, the value of the assets acquired shall 
be recorded as part of the capital in the same way 
as the money consideration for shares issued 
for cash. 

* Moorgate Place, 
London, EC2. 

March 23rd, 1953. 

Annex A 

MEMORANDUM ON THE SUBJECT OF SHARES OF 

NO PAR VALUE IN THE U.S.A. FREQUENTLY RE- 
FERRED TO AS NO PAR VALUE STOCK OR AS 

SHARES WITHOUT PAR VALUE 
MEMORANDUM PREPARED BY THREE MEMBERS OF 
THE INSTITUTE RESIDENT IN THE UNITED STATES 
OF AMERICA 
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There is considerable variance in the provisions 
relating to no par value stock in the laws of the various 
States in which corporations having no par stock are 
organized. In consequence, it is not feasible to deal in 
general terms in a brief memorandum with all aspects 
of such stock. 

The following has been prepared for submission 
to the committee appointed by The Institute of 
Chartered Accountants in England and Wales to con- 
sider the preparation of a memorandum on the subject. 

As requested, the information hereunder submitted 
deals only with points 2 to 6 inclusive, of the letter 
issued on January 23rd, 1953, by the Secretary of the 
Gedge Committee to the Secretary of The Institute of 
Chartered Accountants in England and Wales. 

2. Extent to which such shares are used [in the U.S.A] 
and whether their use is more common for any par- 
ticular kind of company, or in certain fields, and tf so 
for what reasons. 

(a) The issue of no par shares was first permitted 
by the State of New York in 1912. Now all but one 
State and Washington, D.C., permit the issue of no par 
stock by at least some types of corporations. In a few 
States preferred stock must have par value. 

(b) Certain types of corporations are not permitted 
to issue no par stock. The so-called moneyed corpora- 
tions (banks, trust companies, insurance companies, 
and building and loan associations) are among these. 
The legislators or regulatory authorities apparently 
believe that the issue of no par stock by these cor- 
porations may reduce the protection which the credi- 
tors must have in order that confidence in the financial 
stability of the corporations may be maintained. 

Under the Federal Public Utility Holding Company 
Act of 1935 the Securities and Exchange Commis- 
sion, a regulatory authority of the Federal Govern- 
ment, will not normally permit a holding company to 
issue no par stock. 

(c) A study of securities listed on the New York 
Stock Exchange as of January 1st, 1953, indicated: 

(1) One thousand and thirty-nine domestic corpora- 
tions having common stock listed on the ex- 
change of which 310 corporations (30 per cent) 
had common stock of no par value and 729 
(7o per cent) had common stock with par value 
ranging from 5 cents to $100 per share. 

(2) Three hundred and sixty-five domestic corpora- 
tions having 450 preferred and preference stock 
issues listed on the.exchange of which 98 issues 
(22 per cent) were without par value and 352 
issues (78 per cent) had par values ranging from 
$1.00 to $100 per share. 

The following is noted concerning the par value 

of the common stock of the 729 corporations men- 

tioned in (1) above: 


Corporations 
Par value of $50 or $100 .. s 45 
d ranging from $10 to $25 203 
» » $5 to $9 .. 172 
» » $1 to $4.50 290 
m of less than $1... - 19 
729 


Of the 45 corporations with common stocks of a 
par value of $50 or $100, 37 were railroads, 4 were 
utilities (telephone, telegraph and gas), and 4 were 
mining or processing companies. 

With respect to the 352 issues of preferred and 
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preference stocks having par value, the following is 
noted: 


Issues 

Par value of $100 258 
5 of $50 .. 52 

" ranging from $25 to $40 25 

5 of $20 or less .. " 17 
352 


With respect to the 98 issues of preferred or prefer- 
ence stock without par value, 46 were issued by 37 
corporations whose common stocks have par value. 


3. Whether their use is increasing or declining, with 
reasons for any trend in either direction 

(a) With respect to the larger industrial corporations: 

Dewing (Financial Policy of Corporations, 1941 
edition) mentions a study of charters of large corpora- 
tions (assets of $10 million or more) granted between 
1915 and the beginning of 1932, which showed a 
steadily increasing use of no par stock over that period. 
He also states that a substantial number of the older 
corporations, originally organized with par stock, had 
by 1929 changed their stock to no par. 

This trend toward the use of no par stock was 
definitely reversed in more recent years. А review of 
New York Stock Exchange Listing Applications 
issued during 1951 and 1952 disclosed 24 instances 
where corporations changed from common stock 
without par value to common stock with par value. 
In 20 of the 24 instances the par value adopted was 
$10 per share or less. The review revealed no instance 
of a corporation changing from common stock with 
par value to no par common stock. Further, there 
were nine examples of corporations formed pursuant 
to plans or agreements of merger, reincorporation, 
reorganization, etc., and in only one instance was 
application made for the listing of common stock with- 
out par value. This trend among corporate securities 
listed on the New York Stock Exchange may be 
ascribed very largely to the fact that Federal and 
some State transfer taxes discriminate against no par 
stock. For example, assume the sale, at $25 per share, 
of 1,000 shares of stock of a corporation, the Federal 
transfer tax would be: 

(1) If the shares were of no par value 

(2) If the shares were $25 each par value .. 

(3) If the shares were $1 each par value 

Actually the present trend among the larger cor- 
porations is not so much toward stock having a sub- 
stantial par value as it is toward low par value stock. 
The view is held, however, that apart from the tax- 
saving feature, a low par stock serves no useful purpose 
not achieved by a no par stock and that if the undue 
tax burdens on no par stock were removed, the use of 
no par shares by the larger industrial corporations 
would again become more general. 

(b) With respect to the smaller corporations: 

There does not appear to be any definite trend 
towards or away from no par stock. 

In approximately a two-week period in June 1952, 


$60.00 


І ae 


| 934 new corporations were formed in New York 


State. Of these, 755 (about 81 per cent) were incor- 
porated with no par value stock. It must be noted, 
however, that almost all of these were small corpora- 
tions with authorized capital represented by 100 or 
200 shares only. As original issues in New York State 
are taxed at a very low rate, with a minimum tax of 
$10, it is immaterial whether a corporation organized 


THE ACCOUNTANT 


437 


with authorized capital of 200 shares or less issues 
no par stock or stock having a par value not in excess 
of $100 per share since, in either case, the minimum 
tax only would be payable. Also, as the stock of small 
corporations is rarely transferred, the Federal and 
State transfer taxes are not important considerations. 

The annual franchise, or privilege, tax in New York 
State is not affected by the use of no par stock. How- 
ever, in some States the annual privilege tax is 
measured by authorized or issued capital stock with 
an arbitrary valuation placed on no par shares. 


4. Advantages and disadvantages of such shares 
Advantages: 

(a) The placing of a par value on a unit of owner- 
ship in a corporation tends to give rise to a 
fictitious value in the minds of uninformed 
investors which would not be so in the case of 
no par stock. Some writers express the belief 
that the absence of a unit value on a share certifi- 
cate will stimulate investigation or study by the 
investor as to real value of the security. 

(b) Authorized but unissued shares can ђе sold 
from time to time at the prevailing fair value, 
without giving rise to questions of stock discount 
and contingent liability of shareholders to 
creditors. 

(c) When such shares are exchanged for -property, 
there is probably less incentive to over-value 
property so as to justify the issue of a given 
number of shares in exchange. Over-valuation 
of property has frequently occurred in exchanges 
of property for par value shares. 

Disadvantages: 

(a) Existing holders of such shares may be subject 
to inequities through the sale to outsiders of 
unissued shares at a price lower than the prevail- 
ing fair value. This does not apply where existing 
stockholders have pre-emptive rights to acquire 
the unissued shares prior to their being offered 
for sale to outsiders. 

(b) The laws of many States permit the directors of 
a corporation to designate, as paid in surplus, a 
substantial portion of the amount received as 
consideration for the issue of no par stock and 
to declare dividends out of surplus so created. 

This procedure may well be inequitable to 
creditors and confusing to stockholders even 
when, as is required in some States, the stock- 
holders are informed of the source from which 
such dividends are declared. The statutes relating 
to statutory capital resulting from the issue of 
no par stock fall generally into one of the three 
following classes: 

(1) Where the statute requires that the full con- 
sideration received for the shares be con- 
sidered as capital. 

(2) Where the statute indicates the minimum 
consideration for which the shares may be 
issued, or requires that the certificate of in- 
corporation shall do so, and permits the 
consideration received in excess of the 
minimum to be treated as paid-in capital or 
capital surplus. 

(3) Where the statute permits a portion of the 
consideration received for the shares to be 
designated as paid-in surplus. Usually the 
board of directors are empowered to deter- 
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mine by resolution the portion of the con- 
sideration received that is to represent capital, 
and to allocate the balance to paid-in surplus. 
It should here be mentioned that the 
statutes of many States require the contribu- 
tion of a minimum amount of capital before 
a corporation can do business. 
(c) The discrimination of taxing authorities against 
no par stock, as discussed under point 3 above. 
5. Is the system open to abuse to ihe detriment of in- 
vestors, creditors or the general public, and if so in 
what ways? 
See disadvantages under 4 above. 


6. What chechs are provided [in the U.S.A.] by the lavo 
or by the authority controlling the issue of securities, 
against such abuses, and whether these checks are 
effective? 

During the decade ending approximately twenty years 
ago, because of the laxity of the provisions of the cor- 
poration laws of some States, abuses detrimental to the 
interests of investors and creditors were on occasion 
practised by irresponsible or uninformed company 
promoters or directors. In some instances the com- 
panies concerned had par value stocks but in the 
majority of the cases the stocks issued were without 
par value and, as a result, regulatory bodies and many 
investors came to regard no par stock with suspicion 
if not with downright hostility. This attitude has been 
considerably modified by the developments of more 
recent years, among which the following are perhaps 
the more significant: 

(a) Most, if not all, of those States in whose corpora- 
tion laws the above-mentioned laxity was plainly 
evident have so amended their statutes as to 
prevent or at least discourage manipulation of the 
value of the consideration received for no par 
shares, either by providing that the whole of the 
consideration ђе credited to capital account ог, 
where this is not provided, by requiring dis- 

: closure of the facts when dividends are declared 
out in paid-in surplus. 

Generally the provisions relating to no par 
stock in certificates of incorporation have fol- 
lowed the same trend. 

(b) Court decisions, based on interpretation of 
statutes and of common law, in actions brought 
by stockholders, as a result of which, with 
respect both to par value and no par value stocks: 
о) Promoters have been required to account to 

the corporation or to other stockholders for 
‘promoters’ secret profits’, i.e. the difference 
between the ‘actual value’ (usually measured 
by cost to the promoters) of the property or 
services received by the corporation in con- 
sideration for the issuance of shares and the 
amount at which the property or services are 
capitalized. (Compliance with regulations 
promulgated by the Securities and Exchange 
Commission would disclose this information 
in the case of securities to be registered for 
sale.) 

(2) The development of what has been termed 
the rule of equitable contribution which gives 
to existing shareholders, without regard to 
pre-emptive rights, the power to insist that 
additional issues not be sold below fair value 
unless they are first offered to existing share- 
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holders on no less favourable terms. 

(c) (1) The application of the rules of Federal and 
State regulatory authorities and of the Stock 
Exchanges as to the consistent application of 
accepted accounting principles and as to the 
disclosure of material information in accounts 
of listed companies. 

· (2) The increasing requirernent that accounts of 
companies whose securities are publicly held 
be examined and reported upon by inde- 

' pendent public accountants; and 
(3) А more enlightened attitude of corporate 
directors and officers and a clearer recogni- 
tion by them of the rights and interests of 
stockholders. 

Most of the above-mentioned developments of 
recent years which tend to safeguard the interests of 
investors and creditors apply with equal force to com» 
panies having stock with par value as to companies 
having no par stock. 

In the December 1947 issue of the Columbia Law 
Review, page 1280, Israels writes: ‘By and large the 
differences between par value shares and those without 
par value are today of little practical importance, and 
the advantage of one over the other merely a question 
of convenience and tax cost." 

March 1953. 

А Аппех В 
SHARES OF МО PAR VALUE 
MEMORANDUM BY A MEMBER OF THE INSTITUTE 
RESIDENT IN CANADA 


Memorandum on points 2 to 6 inclusive as set forth in a 
letter dated January 23rd, 1953, addressed by the 
Secretary of the Gedge Committee to The Institute of 
Chartered Accountants in England and Wales. 

z. A survey of a series of prospectuses issued in 
Canada in 1951 and 1952 indicated that approximately 
50 per cent of the common share offerings were for 
no par value shares. It is to be noted that no pro- 
spectuses of mining companies were included in this 
survey. 

It can perhaps be said that the use of shares of no 
par value is even more common in mining and oil 
exploration and development companies. The principal 
reason for this situation is probably the fact that the 
shares of such companies are subject to a higher degree 
of fluctuation in value, thus giving no par value shares 
a tidier picture in the capital account than par value 
shares issued at varying rates of discount or premium. 

3. There is no indication in Canada that the use of 
no par value shares is decreasing. 

4. It is believed that no par value shares in certain 
circumstances bear certain advantages. For example, 
in cases where shares are issued in consideration for 
rights or properties, the issue of no par value shares 
tends to induce directors to place a more realistic value 
upon the rights or properties acquired. In many cases : 
too, their issue dispenses with the necessity of creating | 
an intangible asset; such as goodwill, the value of | 
which at the time of the issue of the shares may be 
fictional or at least indeterminable. | 

The only disadvantage known to the use of по par | 
value shares in Canada concerns companies looking 
for financing to the United States where it is believed 
that transfer taxes bear more heavily upon shares of 
that character. 

5. It is not considered that in Canada the use of no | 
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par value shares is more open to abuse to the detri- 
ment of investors, creditors or the general public than 
the use of par value shares. 

6. The following specific checks controlling the 
issue of no par value shares are imposed by the 
Dominion Companies Act: 

(a) No par value shares may not be issued that have 

priority as to capital or that are subject to 
redemption. 
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(b) Every share of no par value shall be equal to 
every other such share. | 

There is, however, a provision in the Dominion 
Companies Act. whereby up to 25 per cent of the 
proceeds from the issue of no par value shares may be 
set aside as distributable surplus and distributed to 
the shareholders by way of dividend. This provision 
is not considered to be desirable. 

March 1953. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 


Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, 
at a hearing held on March 3rd, 1953. 


А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
Edward Milnthorpe Peake, A.C.A., had been guilty of 
acts or defaults discreditable to a member of the 
Institute within the meaning of Clause 21, sub-clause 
(3) of the supplemental Royal Charter in that (a) 
following the dissolution in or about the month of 
October, 1952, of his partnership with another mem- 
ber of the Institute he failed and neglected to take any 
steps to provide for the continuance of service under 


articles of two clerks then articled to him; (5) he 
failed and neglected to reply to three letters addressed 
to him by the Institute, so as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against Edward Milnthorpe Peake, A.C.A., 
had been proved under both headings and the Com- 
mittee ordered that Edward Milnthorpe Peake, А.С.А., 
of Queen Insurance Buildings, 13 Castle Street, 
Liverpool, 2, be excluded from membership of the 
Institute. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


ANNUAL GENERAL MEETING 


The annual general meeting of members of The 
Institute of Chartered Accountants of ‘Scotland was 
held at 218 St Vincent Street, Glasgow, on Wednesday, 
March 25th. Sir David Allan Hay, K.B.E., the President, 
was in the chair. 


EXCERPTS FROM 
THE PRESIDENT’S ADDRESS 


In the course of his address, the President paid a 
warm tribute to the memory of the late Mr Norman 
Sloan, who, with his father the late Mr Alexander Sloan, 
between them held the secretaryship of The Institute of 
Accountants and Actuaries in Glasgow from 1873 to 
1942; both of them served as President of that 
Institute, and Mr Norman Sloan was secretary of the 
general examining board of the chartered accountants 
of Scotland from 1916 to 1951. 

The President did not refer in detail to the various 
matters dealt with in the annual report. 

Speaking of the very considerable amount of time 
which the Council and its committees and their con- 
veners all devote to the Institute and to the welfare 
of the profession, he continued: 

"We have had Mr McDougall’s services now for more 
than a full year and he and the new set-up are all workin, 
very hard for the welfare of our Institute. The Counci 
knows intimately the work that is being done and it has 

very great indeed. It has not been an easy year for 
our staff and the thanks of all of us are due to them. 

‘Since January 1st,' he continued, ‘there have been some 


further developments in matters that are referred to in the 
report. 
Grant of Arms 


‘One of the things that engaged our attention was obtain- 
ing a Grant of Arms; that, of course, can only be done by 
approach to the Lord Lyon King of Arms, and a good deal 
of negotiations had to go on. Your committee got the advice 
of Miss M. I. Wood, a heraldic expert, and finally a new 
design has been adopted. . . . It embodies references to 
the three cities from which our professional bodies origin- 
ally sprang, and it contains certain heraldic devices which, 
I am told, are supposed to represent money. Certainly in 
the coloured design they are vellow. It is a long time since 
we have seen gold of that character, but there is nothing 
like being reminded that gold used to circulate in this 
country." 
Centenary of the Institute 


The President referred to the centenary of the Institute 
which will take place next year. 

‘It is proposed to celebrate that event with a variety of 
functions, and it may well be that we will be able to bring 
up to date the history of the last fifty years just as the late 
Richard Brown wrote the history of the first fify yan of 
the chartered accountant societies of Scotland. 


Summer School 
Of the first summer school, which is to be held at 
St Andrews from July 3rd to 8th, the President said 
that about 150 places were available of which eighty 
had already been taken up. 
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Examinations 


. Turning to the subject of examinations, Sir David 
Allan Hay continued: 

‘Since the beginning of the year we have decided to set 
up a special committee which is to examine afresh the whole 
examination position. With fresh minds, and in conjunc- 
tion with the examining board, that committee is to consider 
the general scope of our examinations and the various 
subjects which we set for them. If we find that nothing 
requires altering, then no harm will have been done, but it 
is perfectly possible that the review may result in changes 
in the scope of some of the papers. In any case, the matter 
is one which must constantly be kept in mind by the 
Council of an important body like our Institute.’ 


Professional Charges 
He continued: 

‘The Council has recently issued two memoranda, one 
relating to the professional char of members of the 
Institute and the other to apprentices’ remuneration. Both 
were headed “Мот for publication". We feel that our advice 
to our members about their professional charges is a matter 
between us and them and between them and their clients. 
There is, however, no objection to a member’s showing the 
circular to a client if he wishes to do so.’ 


Annual Subscriptions 


"The Council feels that it is wise that young men called 
up after passing the second division of the Final examina- 
tion should join the Institute without waiting to complete 
bes national service and thereby gain at the earliest 

portunity the full benefits of being able to put the letters 
SAL after their names. 

"The Council has decided that where a member is 
engaged on national service on January rst following his 
admission his subscription for the ensuing year should be 
reduced to one guinea and that a similar reduction should 
be allowed for the succeeding year if he is still on national 
service on the šecond Јапџагу 1st following his admission. 

“There has been occasional criticism on the score that 

' the subscription, which formerly was the nominal one of 
one guinea under the old régime, is now as high as seven 
guineas. I would say that one has to be careful about 
mentioning seven guineas, for that is the rate for practising 
members, The non-practising member pays three guineas 
and the member oversea pays two guineas. The average 
subscription is, therefore, under £4, and I do not think 
any member of a professional body 1 in these days — having 
in mind what we are attempting to do generally, and 
especially in the matter of training our young people – 
can seriously challenge the present rates of su scription. 
I want to make it quite clear that the Council of your 
Institute is very much impressed with the need for main- 
taining —and, indeed, increasing, wherever it сап – the 
efficiency of our profession and the efficiency of the training 
and the education of the young men and women seeking 
to join it. 

“One final point with regard to this question of sub- 
scriptions: many of you will have in mind that in the past 
we were very much dependent upon the services of busy 
practising accountants, such as Mr Sloan and Mr William 
Davidson in Glasgow, and Mr L. M. Davidson in Aberdeen, 
to act ва secretaries and look after all our affairs: looking 
back I do not think that anyone can put his hand on his 
heart and say that we paid them fair remuneration in the 
years past, Theirs was largely a labour of love. In 1953 the 
day for that has gone and we have to pay adequately for 
the services that we require. . . 

*We can look on the past year, ' he concluded, ‘as having 
been a formative period, a period of change in conception 
and in organization, а year where many difficulties were 

erienced; but the Council has made plans for these 
dilbculties to be got out of the way, and I think that very 
soon, when the fresh arrangements have given some more 
assistance to the head office in the way of staff and so on, 
everything will work very smoothly and the spica of 
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the profession of the Scottish qualification will feel that 
there is a strong and virile body in charge of their affairs 
and that the interests of the profession аге" being con- 
sidered fully and effectively. 4 am confident that the 
members will be proud indeed of the Institute as now 
amalgamated and wish for it'a very bright future career.’ 
(Applause.) 


The report and accounts were adopted unanimously. 


OFFICE-BEARERS FOR 1953-54 


The following were elected as office-bearers of the 
Institute for 1953-54: 

President: Mr John L. Somerville, Y.R.5.E. (Edinburgh). 

Vice-President: Sir Ian Bolton, Bt, ов8., D.L., J.P. 
(Glasgow). 

Members of Council: 

Members practising in Scotland: Professor Robert 
Browning, M.A., LL.B. (Glasgow), Messrs J. Campbell 
Davies, M.C., T.D. (Glasgow), William I. French, р.8,0., 
O.B.E., т.р. (Glasgow), S. Houstoun, M.A. (Glagow), 
P. M. Jackson (Perth), а] H. Johnston (Glasgow), C 
Kennaway, M-A., B.8C. (Aberdeen), R. G. J. Kirk ( 

Andrew W. Mudie (Dundee), Charles К. Munro (итуе, 

C. С. M. Pearson (Edinburgh), S. Gordon Y. Pool (Dundee), 

E. Birmie Reid, o.B.E.(Mil.), т.р. (Aberdeen), Andrew К. 
Templeton (Glasgow), Graham A. Usher, M.B.E., т.р. 
(Edinburgh), James A. Walker, с.в.в. (Edinburgh), John J. 
Welch (Hawick). 

Members practising in the United Kingdom outside Scotland: 
Mess Meise D. Gairdner (London) and Thomas Lister, 
M.A 

Members not in practice: Messrs Norval M. Lindsay 
(Glasgow) and J. С. Girdwood, с.в.в, (London). 

Auditor: Mr R. Ian Marshall, B.COM. (Edinburgh). 

It was resolved that the thanks of the Institute be 
extended to Mr Ian W. Macdonald and Mr William 
Watson for their past services as members of the 
Council of the Institute. 

Mr William Hamilton Gray was re-elected as the 
Institute’s representative on the Board of Trustees 
of Mr David Murray’s Almonry Fund for 1953-54. 


The Examining Board 


The President explained that under Rule 46 of the 
Institute’s rules, the examining board was a committee 
appointed annually by the Council and consisted (in 
addition to the President and Vice-President(s)) of 
twelve members of the Institute or such greater 
number as from time to time might be decided by the 
Institute in general meeting. It was resolved that the 
examining board should consist (in addition to the 
President and Vice-President(s)) of fifteen members 
of the Institute. 


Benevolent Association 


The meeting approved the making of a grant of £450 in 
respect of the year 1952 to the Scottish Chartered 
Accountants’ Benevolent Association, 


New Members 


Eighty-six candidates were admitted to membership 
of the Institute. 


Vote of thanks to Sir David Allan Hay 


A vote of thanks to Sir David Allan Hay for all the 
work for the Institute and the profession which he had 
done during his presidency of the Institute was pro- 
posed by Mr Thomas Lister, seconded by Mr J. W. 
Dallachy, and carried by acclamation. The President 
briefly expressed his thanks. 
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Address to the New Members 


Forty-seven of the new members were then admitted 
to the meeting. In his address, the President said: 
‘You аге entering à very interesting profession, and you 
ate entering into The Institute of Scottish Chartered 
Accountants, whose oldest Charter dates from 1854. It i is 
the oldest or d body in the profession anywhere in 
the world. You are entering a profession which has a 
tradition of work, service and knowledge, and that is a 
thing to guard jealously. You must see, in so far as you can 
in your professional life, that the standards of the Institute 
are kept up, by the pride of the members in their work and 
in their profession, to the standards which those who have 
in the past served the profession in Scotland have en- 
deavoured to maintain over these long years. You are 
entering a profession which provides, I think, as great a 
variety of interest and varied type of work as any profes- 
sion in the world. It can never be a really dull profession 
unless you make it so, because the interest never ceases — 
the types of persons whom you will meet, with their 


motives, their honourable method ‘of dealing, or, should ` 


you come across another type, the twistings and turnings 
of those of whom you must 

"There can only be one principal rule for us and that i is 
to tell the truth. Therefore we, in our own career and in 
our own daily contact with our profession, must always 
hold a high Personal standard of conduct; we must never 
seek to make the worst appear the better cause by any 
manipulation of figures or anything else. It is the plain, 
blunt truth that is required, and no lower standard s ould 
be considered for a moment. Of course, in the exercise of 
the skill of your profession your interest will be to show the 
true results, and make your statements so clear, so d ent 
and so informative, that he who runs may read 
should be no mystery about accounts. 
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Courtesy towards Professional Brethren 


“Where we have a strongly organized profession with a 
strongly organized Council taking care of our constitution, 
you will know that there are rules and clauses which deal 
with the discipline and etiquette of the profession. With 
regard to the question of etiquette, it should be the aim of 
one of us to act with courtesy towards our professional 

bretha. Differences will arise, discussions will no doubt 
often take place, but these are more easily adjusted if, in 
our relationship one with another, we have nothing but 
gentlemanly conduct, straightforward dealing, f) ess 
and openness. We must realize that qualification and 
admission to the Institute is not an end in itself. In some 
ways it is but the beginning; we must continue our studies. 
For all of our professional lives, so long as we are in practice 
and however our business may develop inside or outside 
the profession, we are always learning. It should be our 
business to learn, to keep up to date, in order to be of real 
service to our clients. їе you don’t know, then get the 
information by research; make use of the library freely. 

“There is a tremendous lot of hard work and study in 
front of you, but I want in welcoming you to the Institute 
to express the hope that, however your future business 
activity may develop, you will always have a feeling that 
behind you stands the Institute which has granted the 
qualification which you hold. May you always have the 
feeling that you have friends, whom you may not know 
just now, but who are professional brethren, some of them 
much older than you. You will, I am sure, always find these 
senior members willing to help and advise a junior member, 
зо that none of you need ever feel lonely and friendless во 
far as professional advice and professional help are con- 
cerned. 

‘I wish you all well and great success in whatever you 
put your hand to in your future work. 


ACCOUNTANTS' CROSSWORD 


Compiled by KENNETH TRICKETT, A.S.A.A. 
The solution will be published next week. 
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S. А lecture . . . (7). 


8.. . . and the expense of making it too highbrow? (9). 
9. Impressed (7). 


m Plan of 15. perhaps on audit (9). 
2. He makes 4 at intervals (5). 
i Memorandum (4). 
14. Such capital allowances can possibly be carried 
forward (6). 
16. Take legal proceedings involving language of an in- 


genious nature (9). 


. 20. It depends upon one's allowances (6). 


22. Here it appears in brackets (4). 

23. May be found among a deceased's papers (5). 
25. ‘Fit in flap’ (anagram) (9). 

26. Confiscation (7). 

27. Transfer (9). 

28. Put off (7). 


DOWN 


1. 'These regulate these to a limited extent (two words, o, 4.) 
2. Statements about harbours? (7). 

3. Division of capital (5). 

4. Remittances (8). 

5. Property (6). 

6. Obligation to obtain probate? (two words, 5, 4). 

7. 


Some of them are invisible (7). 
10. Arrangement for secret side osed in Profit and Loss 
Account (two words, 9, 4). 
15. Reproduce out of order eb. : 
17. Charge for carrying over 
18. Records ар; ага the end of the accounts of sub- 
- sidiaries PpS : 
19. Epithet for ЕТ or ledger (7). 
ai. Be contingent (6). 
24. Quarters of 22 are perhaps in stock (5), 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in : 
England and Wales 


ANNUAL MEETING 


The annual meeting of The Institute of Chartered 
Accountants in England and Wales will be held at 
the Hall of the Chartered Insurance Institute, 
20 Aldermanbury, London, EC2, on Wednesday, 
May 6th, 1953, at 2 p.m. 


Personal 


Messrs CassLeron ELLIOTT & Со, of 4 & 6 Throg- 
morton Ávenue, London, EC2, announce that their 
associated firm, CassLETON ELLIOTT & Co, Nigeria, 
has admitted Mr DANIEL AUGUSTUS EASTON, A.S.A.A., 
into partnership in the Lagos practice; the name of 
the firm is unchanged. 

Messrs Dean & Son, Incorporated Accountants, 
of 4 Market Square, Stafford, announce that as from 
March 31st, 1953, Mr HERBERT Owen, F.S.A.A., has 
retired from the firm after an association of over 
fifty years. Mr МАТЕК R. DEAN, B.A., A.C.A, and 
Mr Carles W. BLAGG, a.c.a., have been admitted 
into partnership. Mr OwEN will be available at the 
office for consultation for some weeks after this date. 

Messrs Boyce, WELCH & Co, Chartered Account- 
ants, of 3 Piccadilly, Bradford, and Salisbury House, 
London,.EC2, announce, with regret, that, acting 
on medical advice, Mr Ernest Carr KINGHORN, 
B.A., F.C.A., has retired from the partnership as from 
March 318, 1953. 

Messrs GILBERTS, HALLETT & EGLINGTON, Char- 
tered Accountants, of sr Coleman Street, EC2, 
announce that as from April 186, 1953, they have 
taken into partnership Mr D. S. KNIGHTS, A.C.A., who 
has been a member of their staff for some years. The 
name of the firm will remain unchanged. 

Messrs Amspon, CossanT & WELLS, Chartered 


Accountants, of 103 Cannon Street, London, EC4, | 


announce that Mr С. С. BOXALL, A.C.A., and Mr 
Т. J. BAYLISS, D.F.c., A.C.A., formerly senior members 
of their staff, have been admitted as partners as from 
April ist, 1953. The style of the firm remains 
unchanged. 

Messrs GmRaHAMS, RiNTOUL, Hay, BELL & Со, 
Chartered Accountants, of 105 St Vincent Street, 
Glasgow, C2, announce that as from April 6th, 1953, 
they have assumed as a partner Mr JOHN KINNIBURGH 
TEMPLETON, С.А. Mr TEMPLETON, who is the son of 
Mr ANDREW К. TEMPLETON, С.А., commenced his 
apprenticeship with Messrs "McCLELLAND, KER & 
Co, Chartered Accountants, of Glasgow. He com- 
pleted his training with that firm on his return from 
military service, and since qualifying has continued 
as a member of their staff. 

Messrs Porter, MATTHEWS & МАВЅ”ЕМ, Chartered 
Accountants, of 43 Preston New Road, Blackburn, 
Lancs, and at Burnley, announce that they have 
taken into partnership Mr NORMAN ISHERWOOD, 


A.C.A., who has been a member of their staff for 
several years. The name of the firm will remain 
unchanged. 

Меза Норсѕом, Harris & Co, Chartered Ac- 
countants, announce that the address of their London 
office is now 17-18 Mincing Lane, London, EC3 
(Eastcheap entrance). The telephone number is 
Mansion House 7313 (unchanged). . 

Messrs AMHERST & SHAPLAND, Chartered Account- 
ants, of ro Holloway Street, Minehead, announce 
that they have taken into partnership Mr J. J. 
WEBBER, M.C., A.C.A., who has been a member of their 
staff for some years, and that they have opened a 
permanent office at 44 High Street, Wellington, 
Somerset. 

Messrs DRYDEN, DorRINGTON & Co, Chartered 
Accountants, Adelphi Chambers, 30 Brown Street, 
Manchester, 2, announce that as from April rst, 1953, 
they have taken into partnership Mr Носн MCCREERY 
A.C.A., who has been in the service of the firm since 
1942. "The style of the firm has been changed from 
RONALD DRYDEN & Со to DRYDEN, DORRINGTON & 
Co, but the practice will be conducted as heretofore 
at the above address. 

Messrs Cooper BrotHers, Way & HARDE, 
Chartered Accountants (Australia), announce that 
Mr Jonn TRELOAR Mayne, A.C.A.(Aust.), a partner 


jn the firm, is retiring from the partnership on 


April 30th, 1953. Mr Mayne has accepted an execu- 
tive position with the Rolls-Royce organization which 
is about to commence operations in Australia. 

Messrs Н. W. FrsugR & Co, Chartered Account- 
ants, of 36 Southampton Street, London, WC2, 
announce that, as from April 6th, 1953, they have 
admitted into partnership Mr Eric 5. TOWNLEY, 
A.C.A., who has been associated with the firm for a 
number of years. The style of the firm will remain 
unchanged. 

Professional Notes 
Mr Stanley J. Forward has retired from the position 
of accountant to the Society of Friends in Great 
Britain. Mr Leslie Тода, А.А.С.С.А., Е.С.1.5., succeeded 
him-on April ist. Mr Forward has been accountant 
to the Society of Friends since 1925, and has been 
with the Society since 1907. 

Мг №. 5. C. Tully, св, A.C.A, has been 
appointed deputy пулпа а director of the Renold 
and Coventry Chain Co Ltd; he is succeeded as 
secretary of the company by Mr J. S. Harrower, F.C.A. 

Mr С. G. M. Pearson, C.A., a partner in the 
firm of Maxtone Graham & Sime, Chartered Account- 
ants, of Edinburgh, has joined the board of The 
Scottish Provident Institution. 

Mr J. D. Battersby, A.5.4.4., Glasgow, has been- 
elected Secretary of the Scottish Branch of the Society 
of Incorporated Accountants and Auditors, in suc- 
cession to the late Mr James Paterson, F.S.A.A., 
Greenock. 
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In Parliament 
PERSONAL INCOMES 


Mr PETER Freeman asked the Chancellor of the 
Exchequer what total income will bring an additional 
£1,000 per annum net income to a person already 
receiving £10,000 per annum. 
Mr R. А. BUTLER: £41,000. 
Hansard, Mar. 31st, 1953. Written Answers, Col. 135. 


MEMBERS’ ExPENSES: Tax LIABILITY 


Mr Lzwis asked the Chancellor of the Exchequer on 

‘what date, under Rule 8 of the Rules applicable to 
Schedule E as laid down in the Ninth Schedule to 
the Income Tax Act, 1952, the Treasury fixed the 
sum for Members of Parliament as representing a fair 
equivalent of the average annual amount necessarily 
incurred in the performance of their duties; what was 
the amount allowed; and if he will publish in Hansard 
a list showing to what extent, and at what dates this 
amount has varied since ite inception. 

Mr К. А. BurLER: The sum was fixed by the 
Treasury on October 23rd, 1913, in the amount of 
£100 under Section 3, Finance Act, 1913, the terms 
of which were similar to those of the provision which 
the hon. Member mentions. No subsequent change 
has taken place in the sum fixed; a Member who 
necessarily expends more in the performance of his 
duties than the amount of the fixed sum is, and 
always has been, entitled under the ordinary provi- 
sions of the law to have the amount of his actual 
expenditure deducted in computing his income-tax 
liability. 

Hansard, Mar. 31st, 1953. Written Answers, Col. 136. 


ESTATE DUTIES: ACTIVE SERVICE 


Mr Morr-RADCLYFFE asked the Chancellor of the 
Exchequer whether he has any statement to make on 
the future treatment of members of the Armed Forces 
wherever serving, as being on active service for estate 
duty purposes. 

Mr Boyp-Carpenter: Yes. During the war all 
members of the Armed Forces were regarded as being 
on active service apainst an епету, and their estates 
were therefore given relief from estate duty. This 
practice has been continued up till the present time. 
It is now proposed to terminate it and, in the case of 
deaths of members of the Armed Forces occurring 
as from today from a wound inflicted, accident occur- 
ring or disease contracted or aggravated on or after 
April rst, 1953, the exemption conferred by Section 
71 of the Finance Act, 1952, will be given, in accord- 
ance with the terms of that section, only where the 
death occurred on service of a warlike nature, such as 
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service in Korea or Malaya in present circumstances 
or on service which, in the opinion of the Treasury 
involved the same risks as service of a warlike nature. 
The position of deaths occurring after that date from 
causes arising before it will remain unaffected. 
Hansard, April rst, 1953. Written Answers, Col. 158. 


London and District Society of Chartered 
Accountants 
The third and final lecture in the series on taxation is 
to be given at 6 p.m. next Tuesday, in the Oak Hall of 
the Institute, when Professor L. C. B. Gower, of 
London University, will speak on ‘Companies and 
taxation: advantages and disadvantages of incor- 
poration’. 
Manchester Society of Chartered 
Accountants 

A joint meeting of members of the Manchester 
Society of Chartered Accountants and the Associa- 
tion of H.M. Inspectors of Taxes is to be held next 
Monday evening at Chartered Accountants’ Hall, 
60 Spring Gardens, Manchester. The meeting, 
which is to commence at 6 p.m., will take the form 
of a mock appeal, the subject being “The transfer of 
the shareholding of a limited company with accumu- 
lated losses, with a slight alteration in the nature of 
the trade’. 


Leeds, Bradford and District Society of 
Chartered Accountants 

The annual meeting of the Leeds, Bradford and 
District Society of Chartered Accountants was held 
at the Hotel Metropole, Leeds, on March 2oth. The 
meeting was preceded by a luncheon which was 
attended by Mr T. B. Robson, M.B.E., M.A., F.C.A., 
President of the Institute, who gave a short address.! 

The report of the committee for 1952 is noteworthy 
in that it reveals that the membership of the Society, 
together with the North Yorkshire and South 
Durham branch, has again increased and at February 
28th, 1953, numbered 488. This total comprises 294 
members in practice and 194 members not in practice. 

Monthly luncheon meetings were held during the 
year, and lecture meetings were addressed by Mr 
Т. A. Hamilton Baynes, Ma, F.C.&, and Mr 
Н.А. R. J. Wilson, F.c.a., F.S.4.A. The first residential 
course for students, organized jointly by the Society 
and the Leeds and Bradford Students’ Associations, 
took place at Grantley Hall near Ripon, and was most 
successful. 

'The committees of the Huddersfield, Halifax and 


1A part of Mr. Robson’s address is reproduced at page 401 
of The Accountant, dated April 4th, 1953. 
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"T 
York groups arranged several local meetings of 
members during 1952, and the Huddersfield and 
Halifax de held annual dinners. The Society's 


annual dinner in Bradford on November 6th, was 
attended by 313 members and guests. 


'The following officers and committee have been ` 


elected for the ensuing year: 
: Mr Cecil L. Davies, F.c.a. 

Vice-President: Mr Derek Veale, M.A., F.C.A. 

Hon. Secretaries: Mr К. О. Warriner, ¥.c.a., and Mr 
С. М. Hunter, J.P., Е.С.А. 

Hon. Treasurer: Mr E. R. Longman, F.c.a, 

Committee: Messrs C. W. Allan, B.COM., F.C.A. (Bradford); 
Н. Н. Blackburn, Е.С.А. (Bradford); Н. Bolton, F.c.a. 
(Leeds); Cecil L. Davies, F.C.A. (Leeds); J. C. Dawson, 
F.C.4. (York); A. Dobson, F.c.4. (Leeds); С. A. Harrison, 
O.B.E., F.C.A. (Bradford); T.W W. Hibbert, A.C.A, (Bradford); 
G. N. Hunter, J.P., F.C.A. (Leeds); E R. Longman, F.C.A. 
(Leeda); G Marsden, A.C.A. (Halifax); . T. Milner, 
F.C.A. Ини: W. G. Mitchell, r. С.А. Bradford); 

, C. D. North, F.c.a. (Batley); W. W. Powell, F.C.A. (Leeds); 
A. Rayner, B.8C., A.C.A. (Leeds); H. L. Simpson, Е.С.А. 
(Huddersfield); G. W. Smith, Е.С.А. антуна David 
Steele, r.C.A. (Bradford); E. Sugden, ғ.с.А. (Leeds); Derek 
Veale, M.A., F.C.A. (Leeds); Rupert Walton, F.C.A. (Leeds); 
Victor Walton, F.C.A. (Leeds); and К, С. Warriner, F.c.a. 
(Leeds). 

Mr С. W. Boyce, C.B.E., F.C.4., and Mr E. Duncan 
Taylor, F.C.A., are ex officio members of the com- 
mittee, as members of the Council of the Institute 
practising.in the district. 

NORTH YORKSHIRE AND SOUTH DURHAM BRANCH 


The report of the branch committee for 1952 records 
an increase of eight members in 1952, bringing the 
total membership to eighty-one. Six lecture meetings 
were held during the year, while members continued 
to give their assistance to the North Yorkshire and 
South Durham Chartered Accountant Students’ 
Society, which was formed in September 1951. 

A number of distinguished guests attended the 
branch’s annual dinner in Darlington on November 


26th, and the attendance was even larger than in the 


previous year. 
Our Weekly Problem 
No. 65: FARE BURDEN 
‘Mansion House, please’, said Mr L. U. Sidate 
offering a twelve-sided three-penny bit. 

‘Lot of these about’, said the conductress. 

‘You must have a considerable weight of coin to 
carry,' said Mr Sidate feeling conversational. 

‘I thought it would be bad when they put the 
fares up,’ said the conductress. ‘On one day before 
they went up I took Хто in pence, silver and three- 
penny bits: On another day, after the fares had gone 
up, I found I had taken £11 but the weight was the 
same. The silver was ten bob more.’ she added. 
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‘Ah? said- Mr Sidate. 
penny bit.’ 

Assuming 5s od in silver and 4 three-penny bits 
each weigh мо реноме mia) ини 
three-penny bits were included in the second count? 

The answer will be published next week. 


‘A useful coin the three- 


ANSWER TO No. 64: Bona’s Bonus 
If x is the salary Bona and Fides received on joining the 
company and p the rate of annual increment 


A z (бх + 15р) => (6x + 1642) + a 


adp = D 


Mr Sidate offered Bona | a la oe of £480. 


TWENTY-FIVE YEARS AGO 
From Фђе Accountant or APRIL 14TH, 1928 
Chartered Accountants’ Golfing Society 
Annual Tournament, 1928 


The final competition between the Northern and 
Southern Division winners will take place at the 
Sunningdale Golf Club on Thursday, the 3rd May, 


. 1928, and it is hoped that as many members as 


possible will make an effort to attend. 
SOUTHERN SECTION: 3RD ROUND RESULT 


. C. Pegler beat L. L. Binnie at the 19th hole. 
S. Mays-Smith beat H. Kidson by 3 and a. 

. B. Paton beat C. M. Johnson by Band 7. 
"Clayton walk over, А. C. Sharwood scratched. 
. V. House beat J. Lordan by 3 and x. 

4TH ROUND RESULT 
. V. спори seek. As E. Moore by 7 and 5. 
. C. Pegler beat A. С. S. Milledge by 4 and 3. 

. B. Paton beat К. S. Mays-Smith by 2 and г. 

. V. House beat A. Clayton by 3 and 1. 


sha creme ¢ 


. SEVENTY-FIVE YEARS AGO 
From Uhe Accountant or APRIL 13TH, 1878 
Accountants’ Charges 
To the Editor of The Accountant 

Sm, – In answer to your correspondent “A.B.’s” 
inquiry, I had, some time ago, a matter of pure 
accountantship before the present Master of the 
Rolls, in which I charged h 3 38. per day of eight 
hours for principal’s time, and ді 18. per day of · 
eight hours for clerk's time. The other side objected 
that I ought to charge under the Bankruptcy scale, 
but both the Chief Clerk (the late Mr. Church) and 
his lordship decided that the scale was not unreason- 
able, and my bill was passed on that footing, after 
very strenuous opposition. Yours, &c., 
-London, 8th April, 1878. VIERECK. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


INSURANCE 





MOTOR UNION 


S STREET, LONDON, SW1 | 


10 ST JAMES’ 


COMPANY 


April 18th, 1953 


depend the outcome of the Budget this year. 
There may have been no exact targets for the 
economic system set out, but there has been some 
neat estimating between the lines nevertheless. 
The basic concepts of the Budget will evoke a 
wide measure of support. The only factors which 
could seriously upset the strategy would be on 
the one hand a recession in the United States and 
on the other, inflation at home or abroad which 
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could wreck the assumptions about private 
savings and so generate more inflation. In such 
extreme cases the monetary weapon would be 
the only instrument immediately available for 
righting a situation which needed a more long- 
term solution — for this flexible monetary weapon 
is best applied in short, sharp bursts. The 
CHANCELLOR, however, clearly thinks the risk 
worth taking and many people will agree with him. 


THE BUDGET AND TAXATION 


'The following is a brief summary of the major 
taxation proposals of the Budget: 


DIRECT TAXATION 
Income Tax 

(i) All rates of income-tax are to be reduced 
by 6d in the f. Thus the first £100 of taxable 
income will be charged at 2s 6d in the £ instead 
of at 35. 
. The next £150 of taxable income will be 
charged at 5s in the £ instead of at 5s 64. 


The next {150 of taxable income will be 


charged at 75 in the £ instead of at 7s 6d. 

The standard rate will be 9s instead of 9s 64. 

(ii) At present, age relief may be claimed if 
the taxpayer or his wife is 65 years of age or 
more, provided the income is not more than £500 
with marginal relief beyond that figure. The 
income limit is to be increased to {600 and 
presumably there will be marginal relief beyond 
the £600. 

(iii) Dependent relative allowance to be in- 
creased from {£50 to {60. 

(iv) Housekeeper allowance to be increased 
from [50 to {60. 

'These changes will operate for the whole of 
the year 1953-54, but effect will not be given to 
them so far as they affect P.A.Y.E. before 
June 8th, 1953. 

Sur-tax 
The rates of sur-tax for 1952-53 payable on 
January ist, 1954, and for 1953-54 payable on 
January 15, 1955, to be the same as those. for 
1951—52. 

The CHANCELLOR in his Budget statement said 
that he had l 

‘again been digging into that mine of useful 


suggestions, the first report of the Tucker 
Committee’. 


Some of the proposed changes in taxation reflect 
the recommendations of that Committee. 


Partnerships 
The present law is that the basis of allocation is 
by reference to the partners’ allocation in the 
year of assessment and this basis, the Tucker 


‘Committee recommended, should be preserved. 


The Committee, however, recommended a re- 
versal of the present law as to changes in partner- 
ship, and that ‘cessation’ should be applied 
unless all concerned claimed the contrary. There 
was also a recommendation as to changes in the 
basis of allocation of profits (paragraph 72). The 
Budget resolution (No. 11) now provides as to 
partnerships: . is 
‘That new provision shall be made as to the 
amount of tax chargeable, and the persons on 
whom it is to be charged where there is a change 
in the persons carrying on a trade, profession or 
vocation or in the manner in which partners share 
partnership profits.’ 

It will be interesting to see which of the Tucker 
Committee’s recommendations are adopted, and 
whether the tax avoidance loop-hole disclosed in 
the case of Osler о. Hall ([1932] 17 T.C. 68; 
11 A.T.C. 253) is closed. 


Losses 

Relief in respect of a loss in trade is now 
provided for under Section 341, Income Tax 
Act, 1952. Whether that loss is to be set off 
against earned income first (with appropriate 
restriction for earned income relief over-allowed), 
or against unearned income, is anybody’s guess. 
There is to be statutory provision on this subject. 

The terms of the resolution are: 
‘That provision shall be made as to the circum- 
stances in which, in giving relief in respect of a 
business loss against tax on general income under 
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Section three hundred and forty-one of the Income 
Tax Act, 1952, the loss is to be set off primarily 
against earned, or primarily against unearned, 
income, and that, where the person sustaining the 
loss has a wife or husband, the relief shall be given 
against that person’s own income in preference to 
the wife or husband’s or (at the cldimant’s option) 
against that person’s own income only and not 
against the wife or husband’s. 
Further, as recommended by the Tucker Com- 
mittee, a business loss may be carried forward 
for one year and set off against other income. 
Payments made by a company to an associated 
company in respect of losses sustained by it are 
to be chargeable to income-tax, including tax 
for a past year of assessment, as a receipt of the 
payee company, and to the extent that they are 
so chargeable, will be an allowable deduction in 
the payer’s accounts. 


Authors 


When an author sells his copyright for a lump 


sum he may claim relief under the spreading 
provisions of Section 471, Income Tax Act, 
1952. This treatment is to be extended to 
royalty payments receivable within two years of 
the first publication of the work in question. 
It will be remembered that there has been con- 
siderable correspondence: in the Press as to the 
tax treatment of authors. - 


Capital Allowances: Income Тах and 
| Profits Tax Г 

Initial allowances аге to make their welcome ге- 
appearance on expenditure incurred after April 
14th, 1953. The rates both for income-tax and 
profits tax, will be: 

For industrial buildings 

For plant and machinery 


For mining works which 
include such things as 
pit shafts and oil-wells, 
whether at home or 
overseas 


Io per cent 
20 per cent 


40 per cent 


Buildings used in connection with the fishing 
industry or in connection with husbandry or 
forestry outside the United Kingdom are to be 
treated as industrial buildings and will attract 
appropriate capital allowances. 

Capital allowances which at present lead to a 
loss of double taxation relief may in certain 
circumstances be postponed. 
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Two Loop-holes Closed 


The exemption from tax hitherto enjoyed, as 
the CHANCELLOR said ‘owing to defective machin- 
ery of assessment’, by residents of the Scilly 
Isles, in respect of i income and profits there, is 
to disappear. 

Of more consequence to the residents of this 
country is the prevention of avoiding tax liability 
on the remittance basis under Case V of Schedule 
D. The method- which recently passed the 
scrutiny in the House of Lords in СЛ. v. 


‘Gordon ([1952] A.C. 552; 31 A. T.C. 165) – 


to borrow money in the United Kingdom and 
send the overdraft out to be extinguished by a 
credit abroad. There will now be Case V liability 
on the amount applied in satisfaction of the loan. 


The resolution itself provides: 


"Ihat income-tax shall be charged on income 
arising from securities or possessions out of the 
United Kingdom which is applied out of the 
"United Kingdom directly or indirectly in or to- 
wards the satisfaction, or so that the money or 
property representing it is available for the satis- 
faction, of a debt for money lent in the United 
Kingdom or interest thereon, or of a debt for money 
lent outside the United Kingdom if the money is 
(whether before or after the income is so applied) 
received in or brought to the United Kingdom.' 


Excess Profits Levy 


Excess profits levy is to be repealed as from 
January 186, 1954, and nobody will shed a tear 
at its departure. | 

Relief for increased output is to be extended 
to include certain additional mineral products. 


Royal Commission on Taxation: Interim 
Report 


‘I have also looked at the interim report on the 
taxation of oversea profits ... І am acting at 
once on two of their three particular recom- 
mendations.’ 


said the CHANCELLOR. These are: 

(i) That the overriding limitation in the 
amount of unilateral relief for oversea taxes 
should be the full amount of the United Kingdom 
taxes, as against the present limits of three- 
quarters of the United Kingdom taxes in the 
case of Commonwealth tax, and one-half of the 
United Kingdom taxes in other cases. 

(ii) There should be an option to defer pay- 
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ment of tax in respect of such part of income 
arising abroad as is shown to be unremittable 
under local currency regulations so long as this 
position continues. 

. These apply to income-tax, profits tax and 
excess profits levy. 


E.P.L.: Iron and Steel Companies 


If a body corporate is set up with the function 
of denationalizing the iron and steel undertakings 
of companies which become its subsidiaries, 
there are to be provisions affecting the computa- 
tion of the excess profits levy standards. 


Farmers 


If farmers have suffered the slaughter of a sub- 
stantial part of a herd, in the last year or two, 
because of foot and mouth disease, they are to 
be given a fresh opportunity to elect for the herd 
basis (Twentieth Schedule, Income 'Tax Act, 
1952). 

Repair of Buildings 


No relief is due (with retrospective effect) for 
the same expenditure on the repair of buildings 
both by way of a repairs allowance under Schedule 
A and by way of capital allowances in respect of 
industrial buildings or structures. 


Post-war Refunds 


Income-tax on post-war refunds of excess profits 
tax may be assessed at any time not later than 
three years after the end of the year of assessment 
in which payment is made. 


INDIRECT TAXATION 
Purchase Tax 


There is a reduction in all rates of purchase tax 
of one-quarter on goods chargeable as follows: 
100 per cent to be chargeable at 75 per cent. 
"This is intended to assist the jewellery and silver- 

ware trades. 

668 per cent to be chargeable at 50 per cent. 
This affects motor-cars, radio and television sets, 
refrigerators, vacuum cleaners and washing 
machines. | 

33% per cent to be chargeable at 25 per cent. 

- This affects carpets, linoleum, hardware, cutlery 
and bicycles. 


. THE ACCOUNTANT 


449 


Umbrellas come down from 66% per cent to 
25 per cent. Pianos and wireless batteries are to 
be tax free. Light three-wheeled cars are to be 
treated the same as motor-cycle combinations at . 
25 per cent. Electric goods vehicles are exempted 
from the 334 per cent tax on their chassis. 

'Táxi-cabs are to be exempt from purchase tax 
and free from all hire-purchase restrictions. Тће 
additional motor duty on light motor-cycles up 
to 250 cc. with sidecars is reduced from £i 55 
to Ios. 

Al the purchase tax changes operate from 
April 15th, 1953. 


Entertainments Duty 


There is relief to amateur societies. Cricket 
matches are exempt. 

'The conditions governing the exemption of 
amateur dramatic and operatic entertainments. 
are to be amended, so that exemption will no 
longer be debarred by reason of the payment of 
an instructor, producer or manager. 

"There is also to be a simplification of the rules 
for calculating duty on season tickets and similar 
lump-sum payments for admission to a series of 
football matches or other entertainments. 

"These concessions of entertainments duty cost 
very little - about £220,000 – and will take effect 
from April 27th next. 


Estate Duty 
Power is to be taken for estate duty to be satisfied 


by the acceptance of ‘chattels’ such as historic 
treasures. 


Stamp Duty 
There is to be stamp duty éxemption for docu- 


ments used by National Savings Groups and 
certain stamp duty relief to local authorities. 


Customs 


The only purely customs matter affects mech- 
anical lighters and the duty payable under the 
Import Duties Act, 1932. 


War Damage 


'The Government have decided to authorize the 
payment this year of all outstanding claims in 
respect of war damage to business chattels under 
Part TI of the War Damage Act, 1943.- 
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NO PAR VALUE SHARES 


Y ? | Т HEN the Cohen Committee on Com- 
pany Law Amendment deliberated 
during the last war on the question of 

permitting the issue in this country of shares of 

no par value, it came to the conclusion that, 
despite the advantages, there appeared to be 
little enthusiasm for, and indeed much opposition 

to, such an innovation. Since 1945, however, a 


change in political outlook has modified the 


opposition (or Opposition?) and a greater aware- 
ness by industry of the implications of no par 
value shares has stimulated the enthusiasm. 

It came, therefore, as a surprise when a private 
member’s measure to permit such shares, intro- 
duced in February of last year by ів JOHN 
Bartow, was ‘talked out’. The reason for the 
Bill’s failure was an explanation given to the 
House by Mr Srrauss, the Parliamentary 
Secretary to the Board of Trade, that in America, 
where the practice is permitted, opinion on the 
merits of no par value shares was by no means 
undivided and that, before such an enactment — 
which would entail radical changes in company 
law could be made, an expert inquiry would 
have to be held. As a result of continued interest 
in the matter, the President of the Board of 
Trade set up a committee last December under 
the chairmanship of Mr Момтасо L. Серов, 
Q.C., to consider the whole question. 

The issue – if one remembers that the rights 
and interests of the investor remain, or should 
remain, the same, whether or not the units of his 
holding have a nominal value – is relatively simple. 
The real object of any amendment to the existing 
law would be to clarify the meaning and purpose 
of share nomenclature. Evidence is now being 
collected by the Gedge Committee and, last week, 
we reproduced the memorandum submitted to it 
on behalf of the Council of The Institute of 
Chartered Accountants in England and. Wales. 
This document states clearly the four principal 
advantages claimed for no par value shares – 
first, that by eliminating the 'par value label' 
the investor is free from at least one misconcep- 


tion as to the real worth of his shares; second,. 


that they facilitate thé marketability of a com- 
pany's shares because the simple process of a 
share split becomes the equivalent of a share 


bonus; third, that they enable a company to 
make a fresh issue of shares at a price in relation 
to the market value of the existing shares; and, 
fourth, that dividends can be declared as an 
actual cash amount per share instead of as a 
percentage of the share's nominal value. 

Of these advantages, the first seems to be the 
most important. The Companies Act, as the 
Council points out, already permits of the second: 
and third, although the mechanics involved may 
be rather more cumbersome. 'The fourth advant- 
age has its limitations in that even when the 
dividend is expressed as an amount per share of 
no par value, reference must still be made to the 
accounts to ascertain the rate of return on capital 
invested it represents. The Gedge Committee 
might consider the suggestion that dividend 
announcements should be so worded as to indi- 
cate the effective yield of the shares in relation 
to the concern's capital worth. Even allowing for 
a certain latitude in the computation of the 
latter, such a statement would provide some sort 
of common measure for all dividends. 

The Council's memorandum mentions that, 
apart from transitional difficulties like changes in 
company law and the break with long-familiar 
methods, the introduction of no par value shares 
does not appear to have any inherent disad- 
vantages. It repeats, however, the warning of the 
Cohen Committee that it would be necessary to 
ensure that all consideration received for such 
shares, whether in the form of cash or assets, be 
recorded and. treated as capital. Examples of 
abuses in this connection are given in the addenda 
to the Council's memorandum supplied by 
members of the Institute resident in the United 
States and Canada. 

It has long been recognized in this country 
that the rule of the road should be changed to 
conform to the practice in most other countries 
but nothing has been done about it because of the 
upheaval it would cause to car manufacturers, 
motorists and pedestrians. The same attitude 
seems to be held towards the introduction of no 
par value shares even if the change would be for 
the ultimate good of the community. Minor 
reforms are sometimes more difficult to achieve 
than major campaigns. 
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THE FINANCE ACT, 1952 —XLI 
EXCESS PROFITS LEVY (CONTINUED) 


Twelfth Schedule, Paragraphs 10 and 11: 
Borrowed Money Adjustments 

ARAGRAPH то provides that Section .40 

(borrowed money adjustments) shall apply 

to members of groups except that borrow- 
ings between members are to be ignored. In 
other words, only money which may be regarded 
as borrowed by the group as a whole ranks for 
adjustment. 'T'his exception does not apply where 
the nexus between borrower and lender has been 
severed before the end of the chargeable account- 
ing period in question. 

Paragraph 11 sets out the necessary modifica- 
tions to cross references in Section 40. Thus, 
Section 40 is to apply as though the references to 
the matters in column 1 below were references to 
the matters in column 2. 


Column 1 Column 2 


Profits for standard years The member's share of 
the composite figure 


in paragraph 9 (1) 
Elections under para- 

graph 9 (4) (а) (b) (c 
Corresponding election 

under paragraph 8 (3) 
. Paragraph ІІ makes similar provision in 
relation to Section 50 (company owning a quarter 
or more of another company’s shares) and 
Section 56 (allowances for additional mineral 


output). 


Elections under 
Section 38 (4) (a) (8) (€ 
Election under Section 41° 
(minimum standard) 


Paragraph 16: Mineral Deposits of Limited 
e 
Paragraph 16 deals with Section 55 which pro- 
vides for certain additions to standard profits 
where mineral deposits with a limited life are 
being worked. Paragraph 16 applies where at 
least one member of the group works such 
material in a chargeable accounting period. The 
paragraph gives the Revenue powers to impose 
such modifications of Section 55 as appear neces- 
sary to secure its just operation, in particular that 
it shall operate as though the group carried on a 
. single business. There is a right of appeal to the 


Special Commissioners. (Sections 5o, 55 and 56 
will be dealt with in due course.) 


Paragraph 13 (b): Deferred Repairs 

It will be remembered that paragraph 12 of the 
Ninth Schedule, dealing with the computation . 
of profit for levy purposes, provides relief from 
repercussions on standard profits arising from 
heavy expenditure on repairs which might be 
said to have been deferred from war years into 
the standard years (see The Accountant, January 
318, 1953, page 107). The paragraph postulates 
that, before it can apply, the actual profits of 
standard years should have entered into the 
computation of the standard adopted, and not 
some notional figure of profit. Otherwise, relief 
under the paragraph would be pointless. 

Proviso (i) of paragraph 12 (Ninth Schedule) 
accordingly modifies that paragraph where the 
actual profit of only one of the two standard years 
is taken, i.e. where a percentage of average paid- 
up share capital is taken for the other standard 
year. Proviso (ii) excludes the paragraph alto- 
gether where the standard is based on a percent- 
age of paid-up capital or of net assets as at the 
end of 1946 or 1951. 

These principles are extended to groups by 
paragraph 13 (5) of the Twelfth Schedule. It pro- 
vides, in effect, that where the principal claims 
any of the corresponding options under para- 
graph 9 (4) (а) (b) (c), the ‘proviso’ to paragraph 
12 of the Ninth Schedule applies to every 
member of the group. It presumably treats the 
two provisos as only one, although they cannot 
both apply at the same time. 

As indicated above, it is a little difficult to see 
the point of the provisos. If the principal bas 
elected for any: of the three alternatives, the effect 
is to substitute a notional sum for actual profit. In 
arriving at that notional sum, based on a percent- 
age, it cannot be said that anything at all has been 
deducted for repairs. Consequently, the question 
of an excessive deduction cannot in practice arise, 
and there is accordingly no point in excluding 
the adjustment for deferred repairs. The con- 
fusion is increased by paragraph 20 which deals 
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with the apportionment of the burden of the 
levy among the members. 


Paragraphs 8 (1) (2), 9 (5) (6): Groups and 
Japanese-occupied Territory . 
It will be remembered that Section 38 (5) 
(proviso) makes а concession to an individual 
company if the main part of its business was, on 
January 1st, 1952, carried: on in territory which 
had been occupied by the Japanese at any time 
‘in the years 1942 tQ 1945 inclusive. The conces- 
sion allows such a company (referred to herein as 
a ‘Japanese-occupied territory company’) to 
choose 1949 and 1950 as its two standard years. 
Paragraphs 8 and 9 of the Twelfth Schedule 
include corresponding provisions for groups. 


Paragraph 8 (1) (c), 9 (6): Whole Group in 
Japanese-occupied Territory 
Where all the group businesses would satisfy the 
test if they were regarded as one business, and 
the oldest business in the group was begun before 
January 2nd, 1947, paragraph 9 (6) (c) empowers 
the principal to choose 1949 and 1950 as the two 
standard years of the group. Paragraph 9 (6) (c) 
imposes 1949 and 1950 as the group standard 
years where the principal has made an election 
under paragraph 8 (1) (c). T'he possibility of such 
an election arises, according to paragraph 8 (1) (c), 
where the oldest business was begun after January 
Ist, 1947, but before 1950. The election consists 
of taking a standard based on the profits of the 
group members, as set out in paragraph 9 (see 
The Accountant, April 4th, 1953, page 388). 
Had the oldest business begun after January 


Ist, 1947, but before 1949, the principal could. 


make an election under paragraph 8 (1) (b), but 
it seems that in that case the standard years set 
out in the provisos (a) and (b) would apply, and 
not the years 1949 and 1950. 

Paragraph 8 (1) (c) contemplates an election to 
apply paragraph 9 even where the oldest business 
began after 1948. However, paragraph 8 (2) (a) 
states categorically that the capital percentage 
standard must apply where none of the group 
businesses began before 1949. This confusion has 
presumably arisen because paragraph 8 (1) (с) 
was inserted as an afterthought, the necessary 
consequential amendment to paragraph 8 (2) (a) 
-being overlooked. It may be that in practice the 
full rigours of paragraph 8 (2) (a) are not applied. 
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Paragraph 9 (5): Computation of Composite 
Standard Profit where Group partially in 
Japanese-occupied Territory 
Paragraph 9 (5) deals with a group where one or 
more members are Japanese-occupied territory 
companies but the group as a whole does not 
satisfy this test and therefore no election can be 
made under paragraph 9 (6), proviso (c), or 
under paragraph 8 (1) (с). It can only apply 
where paragraph 9 as a whole applies and there- 
fore it is excluded by paragraph 8 (2) (a), where 
the oldest business began after 1948. Under 
paragraph 9 (5) the principal can elect that, in 
the process of building up the composite standard 
profit of the group, the profits of the Japanese- 
occupied territory members in 1949 and 1950 
are to be treated as though they. were the profits 
of those members ‘in the standard years chosen 
for the group. In effect, therefore, there are two 
sets of standard years for the same group. In 
the case of the Japanese-occupied territory 
members the years 1949 and 1950 will be treated 
as the standard years for the purpose of deter- 
mining the adjustments for movements of share 
capital and for undistributed profits and over- 
distributions. Nothing is said in this connection 
about borrowed money. Accordingly, for adjust- 
ments under that head, the borrowed money to 
be taken is that in the group standard years, not 

1949 and 1950. 


Group Chargeable Profits 
The Twelfth Schedule modifications to the pro- 
visions for computing standards have now been 
dealt with. It has to be remembered also that in 
computing the chargeable profits of group 
members, paragraphs 11, 13 (а), 14 and 15 apply 
as they apply to the computation of standard 
profits. | 
Paragraph 17: Assessment 

Assessments fer each group member are to be 
made on the principal but each member has a 
joint and several liability to pay the tax on its own 
excess profit (paragraph 17 (1)). If the Inland 
Revenue think fit and the principal does not 
object, one single assessment may cover the whole 
group liability for a particular chargeable account- 
ing period. This will not affect the liabilities of 
the individual members referred to above 
and the composite assessment can be withdrawn 
and replaced by individual assessments (para- 
graph 17 (2)). (To be continued.) 
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ACCOUNTING FOR THE: 
MEDIUM-SIZED BUSINESS 


by L. Н. TRIMBY, A.C.A. 


T= recent international congress of 
accountants emphasized the important 
position occupied today by small and 
medium-sized businesses which, in bulk, account 
for a very large part of the national turnover. 
Further, Mr S. M. Duncan, F.c.a., has given 
us a glimpse of the great possibilities inherent in 
"а properly organized system of working papers.! 

This brief article attempts to go into this 
subject in rather greater detail on the lines 
recommended by Mr Duncan and, in particular, 
to suggest methods of solving the difficulties of 
the small and medium-sized business which, 
while sometimes in the greatest need of profes- 
sional assistance, is often the least able. to 
afford it. 

For example, let us take a typical case where 
the impact of death duties and/or shortage of 
capital has given rise to the need for raising 
funds by public subscription. To do so a small 
group of private companies, whose individual 
accounting methods vary considerably, has been 
amalgamated under a holding company. It has 
become necessary to introduce a system provid- 
ing ready information and enabling a very limited 
staff to produce essential and up-to-date monthly 
figures. . 

It will, however, become clear that the basic 
technique can readily be applied to any business 
of any size. 


Construct Permanent Records 
In the medium-sized business the accountant 
should.aim at building up records which will be 
of permanent value to the management and of 
help to the auditors each year. The introduction of 
а ‘permanent file’ will serve him well if its con- 
tents are kept up to date. These will vary 
according to taste, but it is suggested that the 
initial documents should include copies of all 
agreements arising from any amalgamation etc., 
service agreements of directors and those other 
documents which will have a material effect on 
the company’s future, such as extracts from 
leases; schedules showing the capital history of 
subsidiaries prior to an amalgamation; the rating 








1*An accountant’s working papers’ an address delivered at 
the Nineteenth Summer Coine of The Institute of Char- 
tered Accountants in England and Wales, reproduced in 
The Accountant, dated November 1oth and 17th, 1951. 


history of the fréehold buildings and other relative 
matters which frequently arise; all of which will be 
readily available when needed. This file may also 
conveniently hold those extracts from the minutes 
which will be important for future reference as 
authority for money spent, although there may 
be a slight preference for holding these on each 
annual file, the compilation of which is dis- 
cussed below. 


The Annual File 

Having started the permanent file, the next task 
might be.to build up the annual file containing 
schedules for virtually every account appearing 
in the balance sheet and revenue accounts. Let it 
be said at once that only in the smallest business 
will this be other than a tedious and exacting job, 
but the rewards reaped when the foundation has 
been laid amply justify the energy spent in time, 
discussion and, not least, temper saved. If the 
work is done thoroughly these records can be 
invaluable for the board as well as for the 
auditors. 

The principle on which each schedule is built 
is that of connecting a balance sheet with its 
successor. Thus, the schedules relating to the 
balance sheet items will start with the opening 
balance shown in the initial balance sheet; on it 
will be enumerated in chronological order or other 
easily recognized order the events on that account 
during the year or other accounting period; the 
closing balance will agree with the amount shown 
on the following balance sheet or if the account 
has been closed, its final destination. 

It is important to mention that the figures 
should agree and that it is useless if the final 
figure taken forward does not correspond with 
its brother on the balance sheet, which may easily 
be overlooked where board resolutions affecting 
the contents of the balance sheet have caused the 
schedule to become out of date. Each schedule 
should then be linked to the balance sheet with a 
letter. For instance, the balance sheet itself might 
be termed “Schedule A’ and therefore all schedules 
supporting it should have marked against the 
relevant balance the index ‘Schedule A’. The 
emphasis has been explained. 

When preparing these supporting schedules, . 
since the balance sheet and revenue accounts will 
themselves be schedules, it is probably more 
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convenient to indicate the latter as ‘A’, 'B' and so 
on, reserving numerals for the former, e.g. 'Raw 
materials bought' might be the heading of 
Schedule 1, the charge for which would be 
debited to a manufacturing account, say, Sched- 
ule D. 

The same method may be applied to schedules, 
supporting items contained in the revenue 
accounts. Each would open with the stock figure 
or balance brought forward as the case might be. 
Again, they would enumerate the monthly 

.movement on the account and finish with any 
balances to be carried forward and the amount 
charged to revenue account. 

At this point the reader may ask, ‘Where do we 
go from. here? And why should I take all this 
trouble when I’ve got a perfectly good private 
ledger?' The answer is that a great deal more 
information can go on these schedules than an 
accountant could ever hope to get into a ledger. 
Information both of a semi-permanent nature as 
well as that referring only to a particular year. It 
is this build-up which justifies the work that 
goes into the system. | 

For example, let us take an ordinary dividend 
schedule. In the ledger we have a simple item 
which shows the date on which it was paid, 
together with the amount. This account will 
probably go on to show the proposed final 
ordinary dividend reserved in the balance sheet 
and close off to profit and loss appropriation 
account. But when we come to our equivalent 
schedule we should include much additional 
useful information. 

-The opening balance brought forward will 
probably be the previous year’s proposed divi- 
dend prior to approval by an annual general 
meeting. It will be calculated at a certain rate on 
a certain figure of capital and thereafter it will 
have been approved for payment on a certain 
date. This balance, if the shareholders are lucky, 
will be followed by interim payments, each 
calculated in a similar fashion, but this time 
approved for payment by a board minute. Hence, 
all these important matters can be noted on the 
schedule, including the gross and net amounts 
of dividends paid, while the relevant board 
minutes can be linked to the 'extracts' filed on 
our permanent file. Thus a complete record of the 
transactions on this account can be contained on 
our schedule, which will be of great assistance 
to the auditors as well as to the accountant. 

These basic principles hold good for the rest of 
the accounts while those relating to revenue items 
can also conveniently contain comments on any 
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remarkable items which have occurred during the 
year. For instance, one particular month may 
reflect very heavy expenditure on repairs and 
renewals of plant and machinery on which 
comment should be made. Possibly a fire has 
occurred and, of a large amount, a portion has 
been recovered from the insurers. Such relevant 
remarks could usefully be included on the 
schedule, thus saving the auditors much time as 
well as providing the accountant with a permanent 
and convenient record and reminder of the facts 
of the case. 

The three specimen schedules bring out the 
points mentioned above. 


Schedule 66 


Schedule 66 has been extracted from private 
ledger folio 53, the contents of which are incor- 
porated in the trading account under the heading 
‘Rent and expenses – Chester office’. At this 
juncture it is useful to point out that, once the form 
of the manufacturing, trading and profit and loss 
accounts has been decided, a great deal of time 
can be saved by arranging the ledger accounts so 
that they run in the exact order of the extracted 
accounts. 

This is impossible with the ordinary bound 
ledger as, after a time, the accounts start to 
Леар frog’ and the writer therefore strongly 
recommends the use of the loose-leaf form, where, 
apart from the fact that the accountant can insert 
pages as and where he will, much time is saved 
by the absence of spare unused sheets. The 
ledger. accounts can run in serial order and the 
schedules can be built up to tally. 

It may be noted here that the schedule numbers 
wil seldom correspond with the ledger folios, 
since the former should be numbered straight 
through and may include other documents, such 
as bank certificates, stock certificates and the 
like, which will throw out the number order. , 

The form of this Schedule is useful where a 
number of subheads is included under the main 
heading and where it is helpful for the accountant 
to be able to see at a glance whether accruing 
expenses have been properly discharged and to 
compare at a glance one year's expenses with the 
next. 

Attention may be drawn to the following 
points: 

The opening balances are referenced to the 
previous year’s schedule numbers whence they 
came. 

The 1951 charge is kept to the left of the 
schedule rather than next to the current charge 
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on the right, since many accountants seem to find 
this arrangement easier to read. 
The final charge for the year, £605, appears in 
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into a rhythm which will ensure greater accuracy 
and faster production per man-hour. For there 
is nothing like a first-class, well-founded schedul- 


the trading account at Schedule C, to which it is. ing system for producing that harmony which 


referenced. | 

References to notes in the permanent file are 
included at the foot of the sheet, together with 
any comments on the account itself. 


Schedule 70 


Schedule 7o is on similar lines except that the 
contents are drafted vertically instead of hori- 
zontally as ‘only one form of charge is included. 
This form is obviously less bulky and therefore 
preferable. A refinement is that the date of debit 
can usually be added. 


Schedule 84 


Schedule 84 is a good example of the method of 
introducing board minute authorities into the 
body of the schedule. 

Finally it may be added that in each schedule 
the amount of information given must vary with 
the individual requirements of the business. For 
instance, where balances brought forward -have 
been computed on the basis of a complicated 
formula, it will obviously save much time and 
strain if the details of the computation are 
included either on the schedule itself or on a 
sub-schedule. 

The accountant who adopts a system on these 
lines will find that each month his work will get 


is so important for an accounting system. 





X.Y.Z. CO LTD 
PROFIT AND Loss ACCOUNT 


Schedule 70 











L.F.60 Bank INTEREST (Gross) March 31st, 195a 
Date 1951 £ £ 
1951 
April І Balance accrued to March 3186, 1951.. 400 
Schedule 59/51 
Per Pass Book to: 
June 27 March 318t at 4 per cent 400 
| June 27th » ы 479 
Dec. 31 October and ,, p és 597 
December 3131 at 4} per cen 474 
"m 1,950 
1,550 
1952 
` Mar. 31 Balance accrued to March 3181, 1952.. 750 
Schedule 89. 
(Per Bank's Confirmation, April 4th, 
1952.) 
| £1,700 £2,300 
P.L Ајс. 
» Sch D. 
Notes. 


I. Interest rate increased from 4 to 44 per cent from October 3rd, 
1957. (Bank's Advice, September 3rd, 1951.) 


2. Interest rate increased from 4% to 5 per cent from April rst, 
1952. (Bank's Advice, March 31st, 1952.) - 





X.Y.Z. Co Lrp 
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L.F.53 TRADING ACCOUNT RENT AND EXPENSES — CHESTER OFFICE March 3186, 1952 
1952 
Sept, | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Total 
ў £ £ £ £| £ 
RENT 
Amount in advance m 95 
Schedule 73151 
Payments р ад AS 100 тоо 400 
TELEPHONE 
Accrued due... si 25 
Schedule 59151 
Payments als n 4r 
Execrric Licut 4 8 
RATES . 6o 
SUNDRIES 581° 4 2 6 9 4 | 5 — 15, 96 
£560 | £129 | £2 | £108 £109 £s | £4 | £45 | £605 
Notes r | 
I, Particulars of lease. See Permanent File, Schedule 9. AMOUNT IN ADVANCE, Schedule 93 Trad- 
2. Particulars of rating assessments. Permanent File, Rent, April rst, 1952, to June 24th, 1952: 85 days at ing 
Schedule 3. Current rate 14s ба in £. : £100 per quarter (say) .. ps ~ Ve £95 Alc 
3. Sundry charges for August included interior decorations · ACCRUED DUE, Schedule 89 Sch C 


Telephone, six months to March 31st 


25-—nof t element. 
со (Per account of April 14th.) 
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X.Y.Z. CO LTD Schedule 84 
Prorir AND Loss APPROPRIATION ACCOUNT 
L.F.66 , DrviDENDS March 318, 1952 - 
E rgsr Rate Date paid | Rate 
On 10,000 4 per cent Cumulative Preference Shares 
1951 of £1 each fully paid: 
з per cent Oct т Paid – 6 months to September зо 5 2 per cent 
Board Minute 72, September Tath, 1951. 
1952 
2 4 Маг. 31 Paid – 6 months to March а 200 
. $ Board Minute 95 Februay a 26th, 1952. 
p +—— 
4 per cent . 4 per cent £400 
On 40,000 Ordinary Shares of £1 each, fully paid 
1951 
IO per cent June 27 Paid – Final бг year ended March 318, 1951. 10 per cent 
am Schedule 62/51 
Approved at Annual General M. of June 1st for 
haynes June 97th. (Sern ermanent File 
imute то.) 
5 per cent Sept.38 . Paid — Interim for year to March 3186, 1952 .. 
Board Minute 69, September 24th, 1951. 
5 n Dec. 28 Paid – Interim 
' Board Minute 84, December та, 1951. 
I0 p» 
.. 1952 
Mar. 31 Recommended – Final Dividend for yar ended 
го March 3186, 1952 
` Board Minute 94, March 25th, 1958. 
20 per cent 





P.L. Appn. Ајс 
Sch. E 


ACCOUNTANCY EXAMINATIONS 


INFORMATION IN QUESTIONS 


by B. J. S. WIMBLE, F.S.A.A., C.A.(S.A.) 
Professor of Accounting, Upiversity of the Witwatersrand 


examination papers are normally determined 

to a great extent by the lectures given during 
the year and by the reading matter which has 
been prescribed for students. On the other hand, 
where candidates for an examination are prepared 
by numerous different coaching institutions, the 
kind of paper habitually set largely governs the 
type of tuition provided. Тће majority of coaching 
institutions are primarily concerned with the 


I: a. university, the contents of the year-end 


examination results of their students and they . 


-will usually ask them to answer numerous 
questions of the kind that have appeared in past 
papers. They will not normally go out of their 
way to give them questions of an unusual kind. 
The examinations of the various bodies of 
accountants, therefore, play an important part 
in determining the kind of education provided 
for their articled clerks. 


Contents of Examination Papers 
From a survey of recent examination papers of 


* 


some of the leading bodies of accountants, both 
in the United Kingdom and South Africa, it 
appears that it is virtually the universal practice 
to include in a question no more and no less 
information than is required for the answer. 
As a result the student almost certainly tends to 
regard an accounting problem as a kind of jig- 
saw puzzle, where each piece has to be fitted 
into its proper place, and where no pieces must 
be left over at the end. This results in his not 
being given the opportunity of developing one 
of the qualities most essential to his future . 
career. 

He will not develop the faculty of Р 
what information is necessary in order to tackle 
the particular problem before him. When he is 
faced with a mass of detail, he will not be able 
to select what is important and to discard what is 
irrelevant. He will have no experience of deciding 
when the information at his disposal is insufficient 
for his needs. He will not be able to recognize a 
red herring when he sees one. 
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Superfluous Information 
The writer recently, at an interval of several 
days, gave his final year class two problems. 
In one the students were provided with the fol- 
lowing information: 
The cost of raw materials used during the year. 
'The wages paid during the year. 


The amount owing in respect of wages at the- 


beginning of the year. 

The amount owing in respect of wages at the end of 

the year. 

- The overhead charges accrued during the year. 
The work in progress at the beginning of the year. 
The work in progress at the end of the year. 

The number of articles manufactured during the 

year. 

In the other, they were provided with the 
identical information but, in addition, they were 
given: 

The stock of raw materials on hand at the beginning 

of the year. 

The stock of finished goods on hand at the begin- 

ing of the year. 

The stock of raw materials on hand at the end of the 

year. 

The stock of finished goods on hand at the end of 

the year. . 

'The amount owing at the beginning of the year in 

respect of raw materials purchased. 

The amount owing at the end of the year in respect 

of raw materials purchased. 

The amount owing at the beginning of the year in 

respect of overhead charges. 

The amount owing at the end of the year in respect 

of overhead charges. ‘ 
_ In each case the factory cost per article had to 
be calculated. 

Eighty-seven students were present on both 
occasions. The results were most interesting. 


36 students answered both questions correctly. 
1 student answered the first question wrongly but 
the second one correctly. 
45 students answered the first question correctly 
but the second one wrongly. 
3 students answered the first question correctly 
but did not attempt the second. 
2 students answered both incorrectly. 
87 
Deficient Information 
The writer has also occasionally provided his 
class with a problem in which essential 
information was deliberately left out. On one 
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occasion a consolidated appropriation account 
was asked for but the balances of the subsidiary 
company’s reserves and appropriation account 
at the date its shares were acquired by the holding 
company were not given. Though detailed 
records were not kept of the results, only a 
handful of students realized that the problem 
was insoluble and the vast majority produced 
an answer of some sort or another. 


Misleading Information 
There is another type of problem which is 
seldom encountered and that is the one which 
contains information which is misleading. In 
South Africa the Insolvency Act of 1926 provides 
that a purchaser of immovable property has the 
right, irrespective of any provision to the contrary 
in the deed of sale, to claim transfer of the 
property after he has paid half the purchase price. 
In a recent examination, with the object of 
impressing the accounting students with the 
importance of their studies in law, an accounting 
question was set regarding a township company 
whose deeds of sale provided that the purchaser 
could not obtain transfer until he had paid the 
purchase price in full. In spite of the fact that the 
vast majority of the class had been present at 
law lectures where this point had been stressed, 
and in spite of the fact that they had been advised 
in the course of the accounting lectures to look up 
the relevant section of the Insolvency Act, 
only one student out of a total of 110 showed that 
he had not only read the Act but had also under- 
stood its implications. 
Revise Methods of Teaching ? 

Does not this show that our methods of teaching 
accounting should be revised, and, in order to 
encourage teaching institutions to do so, should 
not the examining bodies alter the type of question 
in their papers? Would this not, perhaps, encour- 
age students to think instead of applying 
mechanical ‘jig-saw’ methods? 

The writer has not made up his own mind 
regarding the answers to these questions but he 
would be most interested to hear the views of any 
readers interested in education for the profession. 

It may seem rather unsporting to set what are 
generally regarded as ‘catch’ questions but, it 
must be remembered, the candidate is seeking to 
carry on thé profession of an auditor and there is 
no reason to believe that the light-fingered 
cashier or dishonest company director that he is 
sure to meet in after life will have highly developed 
sporting instincts. | 
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MANAGEMENT ACCOUNTING 
A DIRECTOR’S POINT OF VIEW 
by NORMAN G. LANCASTER, M.B.E., A.C.A. 


HOUGH every director has his own individual 

point of view, as their first requirement of 

Management accounting the majority would 
probably ask for reasonably accurate estimates of the 
current rate of profit or loss making of their business 
throughout its financial year. 

Without such estimates any director of a business 
may have some very nasty shocks when the year-end 
accounts are prepared. Furthermore, knowledge of 
the trading position throughout the year enables 
any necessary correcting action to be taken as early 
as possible. 

The second requirement is probably knowledge 
of the up-to-date financial position of the business 
and the likely future financial consequences of the 
present course and trend of trading. 

The third requirement might be, so far as accounts 
can do so, to tell management why the profits: are 
up or down, what has gone wrong, what inefficiencies 
have occurred, where successes have been achieved, 
and so on. 

And the fourth might be to provide a normal cost 
structure or standard cost of every product for 
comparison with selling prices, and of every produc- 
tion operation or process to enable estimates of costs 
of alternative methods of production and of new 
products to be prepared. 


Vital Information 


I may be wrong, but I have the, impression that 
many engineers and many other people engaged in 
business, except trained accountants of course, look 
upon the whole science of accounting as a closed 
book — something that is obscure, even mysterious, 
and certainly beyond their comprehension. But I 
have met a number of business men in my life who, 
without any accountancy training, have developed a 
remarkable facility for picking the vital information 
out of accounts — they seem to know just exactly 
what to look for and the significance of the various 
factors involved. 

I think that accountants should make their accounts 
as helpful as possible to management by presenting 
them in a form which reveals clearly just those things, 
and the significance of those things, which the 
brilliant man looks for almost by instinct. 

To make a profit you have got to make your income 
exceed your expenditure; so the first fact required 
from the accounts is your rate of earning income 





A lecture delivered to the Wolverhampton Branch of the 
Birmingham and District Society of Chartered Accountants 
on March 23rd, 1953. 


and how it is made up, the second is your rate of 
spending and how that too is made up, and the third 
is the amount of exceptional profits and losses on 
Stocks, forward contracts, etc. 

But what is the income of a ное ар com- 
pany? It is not the amount of net sales; is it the gross 
profit, the manufacturing profit, the trading profit, or 
what else is it? Surely it is the net amount realized 
from the sales of the company’s products less the 
direct ‘out of pocket’ costs incurred in manufacturing 
those products, and for this purpose direct costs can, 
with advantage, often be limited to direct materials. 
This net figure is more often called ‘margin’ than 
‘income’. 

The margin on each product or product group 
can be calculated by analysing sales i products or 
product groups and using appropriate costing 
methods to determine the respective material costs. 
Furthermore, margins earned can be expressed, if 
required, as an amount per unit of product and/or 
per hour of production time. If standard costing is 
used the corresponding standard can be 
shown together with the reasons and amounts of the 
variances from standards, such as material price 
variance, sales price variance, material usage and 
scrap variance, volume variance, and sales mixture 
variance. 


Definition of Direct Cost 


You may have noticed that for this purpose I have 
defined direct cost as comprising direct materials 
only and have treated all other expenses, including 
productive wages, as indirect and fixed. 

T have done that purposely because the problem of 
thinking about profit, and how profit is earned, is to 
my mind made easier if for short period calculations 
one looks upon a factory as having а fixed establishment 
of staff, salesmen and workpeople of various categories, 
with all the other expenses that go with that establish- 
ment running under the production load expected 
for the period under conaideration. . 

Most expenses, other than such items as carriage 
and selling commissions, are in fact more fixed than 
we sometimes think them to be. Productive wages are 
general classed as a variable expense, yet even a 
direct piece-worker receives a substantial part of his 
earnings not in relation to his output but in relation 
to time spent in the factory (e.g. national award and 
holiday pay accumulations). Electric power is often 
supplied on a two-part tariff, one part being a rate 
per unit of current supplied and the other per kVA 
of installed capacity. 
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Analysis. of Expenses - 


So I suggest for the purpose of calculating accounting 
period profits, all expenses, including productive 


wages, should be analysed under logical expense 


account headings and that for this purpose there 
is no need to analyse them or pro-rate them over 
productive and service departments. Where the 
amount of work in progréss and finished stock is 
likely to vary greatly between the end of one account- 
ing period and another, the total expenses incurred in 
each accounting period may, however, need to be 
adjusted by the amount of the fluctuation of the 
expenses carried forward in work in progress and 
stock. 

Please note the qualification ‘for short period 
calculations’ with reference to the treatment of all 
expenses as being fixed. Clearly, some expenses are 
less fixed than others and when the establishment or 
the production load varies, causing for instance 
а reduction in overtime working, or redundancy or 
short-time working, then the expense estimates used 
in calculating periodical results will need to be 
revised in the light of the new working conditions. 


Results for the Period 


The results for the period can now be presented to 
management in quite a simple form. Firstly, the 
income is shown; and the income is analysed by 
products and can be shown as amounts per unit of 
product and/or per production hour, and the reasons 
for variances from standards can also be given. 
Secondly, the expenses are shown in a simple 
tabulation under logical expense account headings, 
figures for previous periods and allowed, budgeted, or 
standard figures, being given as required for 
comparison. 
Looking at trading results in this way directs 
attention on the one hand to the earning of income 
, and on the other to the control of expenses, and 
|| makes it possible to calculate the trading result of 
' each. week within a few working hours of the end 
„о the week. 


Estimated Profit Each Week 


It is my opinion that a knowledge of the estimated - 


profit each week very quickly after the end of the 
week is more valuable to management than detailed 
and accurate accounting and costing data prepared at 
less frequent intervals and inevitably, therefore, 
relating to occurrences of several weeks earlier. In 
any case, the weekly estimated results will be checked 
against the more accurate and more detailed accounts 
prepared for each month or four- or five-weekly 
accounting period. | 

Coming back to the control of expenditure and 
costs, I should not like it to be thought from my 
earlier remarks that this is unnecessary. There should 
certainly be a good wages analysis or control. Wages 
control can perhaps best be effected by fixing standard 
values for all operations or jobs and evaluating the 
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work of each operator and department daily and 
summarizing them weekly. The variances of actual 
wages paid from.the standard values of the work done 
should be analysed and shown, together with the 
operators’ performances expressed as percentages of 
normal, on weekly summaries for each department, 
certain of the figures being summarized also for the 
whole works each week. 

Accountancy work on analysing, pro-rating, and 
allocating some types of expenses appears to me, 
however, often to be unprofitable. For instance, if 
six millwrights and two electricians are required to 
service a certain plant and keep it in good running 
order, is it not waste of time for them, as a matter of 
routine, to have to enter up time-sheets giving details 
of the individual jobs they have done each day, and 
also for accounts clerks to have to extend the costs of 
those jobs and analyse them by departments under 
various account headings? 

Good work study to determine the crews and 
stores required to do such work, and good supervision 
to see that the work is done properly, is surely a 
better way of controlling costs than expense analysis. 

Most executives are over-burdened with reading 
matter these days and it must be admitted that 
routine analyses of figures make dull and difficult 
reading. Special investigations carried out occasionally 
and in great detail may be a more effective means of 
controlling expenses than very detailed routine 
analyses. i 

Because of the detailed engineering data required, 
information about plant performances is usually best 
given by schedules or returns not incorporated in the 
accounting system. 


Material Cost 
I mentioned earlier that income or margin was cal- 


‘culated by deducting material cost from net selling 


value and that material cost could be determined by 
using appropriate costing methods and, clearly, the 
income will go up if the material cost can be forced 
down. Material cost is generally the largest item 


`of cost and often amounts to 50 per cent or more 


of total cost. À 1 per cent improvement in material 
yield may represent a large annual saving, much 
larger, perhaps, than could be obtained by any 
likely savings in other costs. Great emphasis needs, 
therefore, to be placed on the costing of materials, 
and here standard costing methods can be most helpful 
by laying down after careful technical study- 
standards of proper usages with scrap allowances 
based on efficient works performances. 


Standard Costing 
I also mentioned the provision of normal cost struc- 
tures or standard costs as the fourth requirement of 
management accounting. There is no need for me 
here to enlarge on the detailed methods of standard 
costing. I am a strong and long-standing advocate of 
standard costing. Apart, however, from the advantages 
in suitable cases of standard costing as a method of 
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costing, it can offer also some most important 
practical benefits to a factory. It cannot be started 
until production procedures or layouts have been 


prepared for each operation required in the manufac- · 


ture of each product, together with detailed material 
specifications, and the careful technical consideration 
given to these matters in establishing the standards 
often brings to light more efficient methods of 
manufacture than those previously used. Also the 
procedures of standard costing help to ensure that 
those efficient methods are adhered to in future and 
that any departures therefrom are recorded and 
а Furthermore, standard costing ћав to be 
integrated with the works production, material control, 
and wages records, and the rearrangement of those 
records to dovetail them with the standard costing 
requirements often effects improvements in the 
- factory's clerical systems and material control and 
other records. 


Monthly Balance Sheet 


Certainly a director needs to know the up-to-date 
financial position of his company. This can be given 
by a monthly balance sheet in which proper provisions 
are made for all accrued expenses, depreciation, and 
estimated taxation on the profits for the current year 
to date. A column can well be given to show the 
increase or decrease that has taken place in each asset 
and liability item during the year, and the figures in 
this column then show at a glance the form which 
the profit earned has taken, i.e. how much has been 
actually realized in cash, and how much has been 
absorbed in the business in the way of increased 
stocks, debtors, and additions to plant. 

A statement of capital and of large or extraordinary 
commitments such as, for instance, major maintenance 
or repair jobs, and of forward buying contracts, is 
also necessary. · 

And I feel sure, too, that most directors like to see 
a forecast of the company’s cash position for several 
months ahead. The difficulties of preparing such a 
forecast are obvious, particularly at a time when raw 

. Material prices may be fluctuating and it may be 
dificult to forecast sales levels. However, I am 
certain that a cash forecast even with all its limitations 
is helpful. > 


Budgeting 
Though I have mentioned standard costing, you 
may wonder why I have not advocated budgeting. 
Some budgeting is almost always necessary; for 
instance, to Ах standard costs some budgeting has to 
be done in the way of establishing normal production 
levels and the expense allowances reasonable at those 
production levels. 
` Iam certainly in favour of a careful forecast being 
prepared at the beginning of each financial year for 
the whole of that financial year, and of targets being 
set for sales by areas and products, and so on. The 
mental exercise of trying to forecast the progress and 
course ahead of the business and of the likely general 
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trade background is obviously beneficial to all 
concerned. And forecasts are necessary when planning 
extensions to factories and new plant layouts. 

Besides the benefit to be obtained from fixing 
targets to be achieved during the forthcoming year, 
forecasting sometimes brings problems to light 
which require dealing with sooner than might other- 
wise have been thought necessary. 


Is Budgetary Control always Beneficial? · 


But whether systematic budgetary control incorpor- 
ated in the accouriting system is beneficial depends, 
in my opinion, partly on the nature of the com- 
pany’s business and partly on the natures, mentalities 
and trainings, of the directors running the business. 
In trades which are by nature variable, being 
dependent perhaps to a large extent on exports at 
a time like this when markets are liable to be closed 
without notice by arbitrary acts of governments, I am 
inclined to doubt whether the work of constantly 
reconciling actual performances with budgets pre- 
pared on assumptions that have turned out to be 
wrong is worth while; and I similarly doubt whether 
the work of constantly revising the budgets in respect 
of fresh assumptions which are likely also in their 
turn to be wrong is worth while either. However, in 
undertakings whose volumes of output are reasonably 
steady, or which are not liable to violent and wholly. 
unforeseeable fluctuations, full budgetary control 
may well be not only the best way of controlling 
expenditure but also may be the best way of encourag- 
ing and bringing about ever higher achievements.. 


Summary 


'To sum up my personal views: 

I like profit to be estimated weekly and checked 
by more accurate and detailed „ВН accounts 
throughout the year. ` 

I like the idea of estimating income by calculating . 


. margins earned and also of treating all expenses as 


being fixed for short period calculations. 

I like standard costs for comparison with selling 
prices, to control actual costs and works performances, 
and as estimates of costs of new products. 

I think routine clerical analyses and allocations of 
expenses are not such effective means of controllin 
expenditure as good work studies (or job analyses m 


“апі good practical supervision, supplemented by 


occasional detailed accounting investigations. 

'Ihe greatest scope for cost saving is often in 
improving material yields and I think, therefore, that 
the costing of materials is very important. 

I doubt whether budgetary control is helpful to 
businesses operating under unforeseeably changing 
conditions. 

"To judge the financial position, I like to see a 


reasonably accurate balance sheet each month, 


together with a statement of capital and large or 
extraordinary commitments, and a cash forecast. 
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WEEKLY NOTES 


The Institute of Municipal Treasurers and 
Accountants 
Dr Arthur Hedley Marshall, B.sc.(ECON.), PH.D., 
#.8.А.А., F.I.M.T.A., D.P.A., City Treasurer of Coventry, 
has been elected 
| President of the In- 
stitute of Municipal 
Treasurers and Ac- 
countants for the 
year 1953-54. 

Dr Marshall, who 

won first place in 
the Institute’s Final 
examination of 1930, 
commenced his car- 
eer in local govern- 
ment at Wolver- 
hampton in 1924. 
Following positions 
at Reading and 
Stockport, he was 
appointed Deputy 
Borough Treasurer of Woolwich in 1934 and a year 
later moved to Coventry to become Deputy City 
Treasurer. He was appointed to his present post of 
City Treasurer in 1944. 
_ He has been a member of the Council of the 
Institute of Municipal Treasurers and Accountants 
since 1945 and is chairman of the Executive Com- 
mittee of the Institute of Public Administration. 

At the Sixth International Congress on Accounting 
held in London last June, Dr Marshall submitted 
one of the papers on "The accountant in practice 
and in public service’; he is also the author of several 
publications.  . 

` In 1948 he visited the Sudan, at the invitation of 
the Sudanese Government, to investigate and advise 
on the country's local government system. 

The new Vice-President of the Institute is Mr 
Thomas Llewellyn Poynton, F.1.M.T.A., Borough 
Treasurer of Blackpool. Mr Poynton has been a 
member of the Council of the Institute since 1944 
and is chairman of the Editorial Committee. He has 
spent his whole professional career with Blackpool 
Corporation and was appointed Borough Treasurer 
in 1931. 

Mr Lawrence Robson elected Liberal Party 

President 

At the recent Liberal Party national conference at 
Ilfracombe, Mr Lawrence W. Robson, Е.С.А., 
F.C.W.A., was elected President of the Party. Mr 
Robson is a member of the Council of the Institute 
and was President of the Institute of Cost and Works 
Accountants in 1950-51. 

He is keenly interested in agriculture, having a 
farm in Oxfordshire, and has travelled widely; he 
has visited most European countries, as well as 


America, South Africa and Russia. 





| Dr A. Н. Marshall, B.SC.(ECON.), 
PH.D., F.S.A.A., F.I.M.T.A., D.P.A. 


Balance of Payments in 1952 


The outcome of the balance of payments for 1952 
was better than anyone could have expected from 
figures available before the Balance of Payments 
White Paper was published last week. The timing of 
the improvement went fairly closely to expectation: 
drawings on gold and foreign currency reserves by 
members of the sterling area were heavy in the first 
half of the year, but as countries took steps to offset 
this drain, the picture altered completely and rapidly. 
By the second half of the year small surpluses were 
emerging, though not big enough to avoid an overall 
deficit for the year as a whole. 

But apart from the timing, little went according to 
plan and it was fortunate that those unexpected 
things which had a favourable influence went very 
right indeed. For example, invisible exports were 
very disappointing but the visible trade balance 
exceeded expectations by a valuable margin. Again, 
this improvement was not due to resilient exports as 
much as to an improvement in the terms of trade and 
to the fall in the volume of imports from non- 
sterling areas. And it looks as though the import 
bill was so severely down, not just because of the 
Chancellor's programmed import cuts of November 
I951, but also because of the trade recession which 
cut the demand for imported raw materials. 

This being so, the seriousness of the country’s 
position is apparent. The trade recession is behind 
us, so imports should recover. But there is no reason 
to suppose a sudden buoyancy will develop in exports 
or in our net invisible earnings. It is not likely that 
the remarkable experience of 1952 can be repeated. 
As with the fiscal accounts for 1952-53, the right 
answers came out for the wrong reasons. 

Between January and December the gold and 
dollar reserves fell from $2,335 million to $1,846 
million, a drop of $489 million. (They had recovered, 
incidentally, by March 1953 to $2,166 million.) 
The following table shows which areas made the 
largest contribution to the deficit, how it was 
financed, and the amount of improvement compared 


with 1951. 


GOLD AND DOLLAR ACCOUNTS IN $ MILLION 


Current balance with dollar area 1951 1952 
United Kingdom — 1,205 — 792 
Colonies vs + + 462 + 376 
Rest of sterling area .. a 197 — 284 

Gold payments to E.P.U. and 
other non-dollar countries  .. — 161 — 399 

Sterling area gold sales .. Je c 5: + 201 

Current deficit s БЕ — 883 — 898 

How financed : 
E.R.P. .. v vs z + 199 nil 
Defence aid .. Be M + ла + 338 
Capital transactions 5: — 292 SUE 

Change in gold reserves .. — 965 — 489 
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FINANCE AND COMMERCE 


Following the Budget the investment view is usually 
clarified but in the immediate future the international 
situation seems a more powerful factor than internal 
economics. 
Under One Cover 

Years ago when profit and loss accounts were still 
fairy tales, we nailed our colours to the mast of 
requiring as much information as possible with the 
accounts. By having the chairman’s statement in the 
same cover as the balance sheet the shareholder 
obtains as complete a picture of his company’s 
operations as possible. 

The number of shareholders who can attend 
company meetings is extremely limited. Some 
companies recently have attracted shareholders to 
annual meetings by offering sherry and biscuits in 


the boardroom, and even lunch, but even so the 
number of shareholders attending has been but a 
tithe of the number on the register. People just have 
not the time to spare unless there is some matter of 
vital importance to be discussed. 

Those companies which do not include the 
chairman’s statement with the annual publication of 
accounts -and they are in a definite minority – 
invariably send to shareholders a report of the 
meeting. That may be the next best thing, but how 
many shareholders will sit down and go through the 
chairman’s statement three weeks or more after they 
have received – and in all probability mislaid – the 
accounts? No, the information is best given under 
one cover. It can always be added to at the meeting 
if necessary. 


BRITISH INDUSTRIAL PLASTICS LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Year ended September 30th, 1952 





















































1951 
£ £ £ £ 
637,261 Trading Profit before charging or crediting the items set out below . 447,815 
66,658 Deduct Research, Development, Patent Charges, Technical and Design Services 77,176 
19,006 Pensions for Staff and Workpeople 22,698 
2,280 Auditors’ Fees and Expenses (including Subsidiaries £914 — 1951 £931) 2,352 
129,131 Depreciation. . 153,893 
11,250 Interest on 44 per cent Unsecured. Notes (Gross) $$ 11,250 
= Provision required to reduce the stocks of certain raw materials to market value | 81,904 
228,325 — — 349,273 
408,936 98,542 
3,533 Add Income from Trade Investments (Gross) 2,629 
6. Interest Receivable (Gross) 3,901 
4160 | —— 6,530 
413,096 Profit before Taxation 105,072 
Provision for Taxation on above Profits of the Group: 
90,050 Profits Tax 21,400 
131,563 Income Tax 38,376 
35,500 Deferred Taxation in respect of allowances on "Capital Expenditure 12,500 
257,113 —— 72,276 
155,983 32,796 
3,974 Add Loss of Subsidiary Company attributable to Minority Interest 693 
159,957 Profit for the year after Taxation 33,489 
— Add Provision for Taxation no longer required (see Note 2: 41,950 
159,957 75,439 
75,000 Deduct Transfer to Contingency Reserve .. 
6,487 Retained by Subsidiary Companies, less loss” — 
81,487 
78,470 75,439 
— Add Dividends payable by subsidiary companies out of balance brought forward .. 55 P 8522 
78,470 Net Profit dealt with in the accounts of British крае. Рана Led 83,961 
108,912 Add Balance carried forward at September 30th, 111,781 
187,382 195,742 
Less Dividends paid and proposed for the year on Share Capital of British industrii Piada Ltd: 
1,482 On 10 per cent Free of Tax Cumulative Preference Shares 1,482 
30,497 (10%) On Ordinary Shares – Interim Dividend .. = 
43,622 (10%) Proposed Dividend on Ordinary Shares 12} per cent (less tax) 54,560 
75,601 56,042 
111,781 Balance carried to Balance Sheet of British Industrial Plastics Ltd 139,700 
21,277 Subsidiary Companies: Balance carried forward at September 30th, 1952 (see Note 8) 9,651 
£133,058 Balance carried to Consolidated Balance Sheet £149,351 





Note. – Emoluments of Directors of British Industrial Plastics Ltd, from that Company and its 


subsidiary and other Companies: 











£ £ £ £ 
12,141 (a) In respect of services as Directors . 10,115 
(b) In respect of other services s (including Pension 
51,801 Fund Contributions) 34,241 
63,942 ——— 44,356 
100 (c) Pension to Widow of Deceased Director 100 
£64,042 £44,456 


[The Notes on the Accounts are not reproduced. — Editor.) 
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recorded a satisfactory recovery with a 
qualification regarding the immediate 
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22,720 


1,178,618 


£ 
4,985 
704,610 
16,670 
6,050 


469,022 





1,178,617 


16,669 


cy on life of 


gs 


gs T 33 E fs vx 
Machinery, Fixtures and Fittings, Vehicles and 


Equipment 


4 Others, at cost, less £4,999 written off = х 
Мг К. М. Сһапсе . 


Freehold Land and Buildin 
Leasehold Buildin; 
Goodwill and Trade Marks 
(i) Beetle-Elliott Ltd (see Note 6) .. 
(b) Surrender Value of Assurance Poli 


Plant, 
(a) Trade: 


1. Fixed Assets (see page 6) 
Il. Investments 
lll. Current Assets | 


£ 
437,836 
5,948 
8, 


1072733 ——— 








828,495 
405,351 
,058 


2, 


80,075 
54,490 











693,930 


see Note 5) .. 


Capital of British Industrial 
(d) Future Taxation – Income ít 1953-54 .. 


(c) Other Capital Reserves (see Note 3) 


on Capital Expenditure 


Note 2. 
Profit and Loss Account Balances 


а 
t) Contingency Reserve (see Note 4) 


te) Share Premium Account .. a 35 
b) Excess Profits Tax Post-war Refund (see 
(c) Deferred Taxation in respect of allowances 


Beetle Bond Ltd, The Beetle Products Co Ltd, The Streetly Manufacturing Co Ltd, B.I.P. Tools Ltd, B.I.P. Engineering Ltd 
Total Issued Capital, Reserves and Surplus 
IV. Interest of Minority Shareholder in partly- 


Plastics Ltd 
П. Capital Reserves 


I. Issued Share 


BRITISH INDUSTRIAL PLASTICS LIMITED AND SUBSIDIARY COMPANIES - Consolidated Balance Sheet as at September 30th, 1952 
ПІ. Revenue Reserves and Surplus 


£ 
693,930 


454,958 ——— 
2,122,033 


821,363 ——— 
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8 | alongside the balance sheet figures, 
9 g| leaving the meeting available for an 
- d' up-to-the-minute statement on the 
8 3 кв present position. 
w m . 
=8 ae Concerning the current year, the 


chairman, among other things, reports 
that ‘the first four months have pro- 
vided reasonable profits’. Having held 
up the statement until the meeting, 
would it not have been useful to have 
given figures for current year trading 
instead of the vague report of ‘reason- 
able profits’? 

In summing-up the company posi- 
tion the chairman made a point which 
might be applied in general rather than 
in particular. He said: ‘I have told 
you of the steps taken by your directors 
in meeting what I have expected from 
year to year with increasing apprehen- 
sion, for your group has had too long 
a run of continued success to permit 
of proper attention to detail. It is im- 
possible to run factories on really 
economical lines when demand for 
their products consistently outruns 

| their capacity to supply.’ 


| 


gs Fund Depositors (Market Value 
Bills Receivable, Deposits and 


KENNETH M. CHANCE 


certified by Officials of the Companies .. 
C. H. GLASSEY 


behalf of Savin 

ndry Debtors, 

Deferred Charges s. e x. 
(d) Bank Balances, Deposits and Cash in hand 


£17,876) ВЕ s Sis 55 ET 
(b) Stocks and Work in Progress at or below cost as 


(a) Investments in Government Securities held on 


(c) Su 


13,738 
720,498 
574,034 
695,094 





That is a fair view of the back- 
ground to some of the industrial 
breakdowns resulting from last year's 
trade recession – ‘too long a run of 

| continued success to permit of proper 


2,003,364 


attention to detail’. 


8,452 
736,755 


Money Market 


Some reduction in the volume of 
Treasury Bills was indicated in the 
Bank of England's Treasury Bill state- 
ment on April roth. Last week the 
excess of new bills over maturities 
reached £70 million. In the previous 
week the margin was £50 million and 
in the week before that it was £20 
million. This progressive increase is 
halted, however, by the reduction in 
the total of bills on offer being cut to 
£230 million this week against maturi- 
ties of £190 million, so narrowing the 
margin to £40 million. 

On April 11th, the market maintain- 
ed their bid at £99 7s 11d and received 
62 per cent of requirements compared 
with бо per cent previously. Total 
applications were some £34'8 million 
higher than the previous week at 
£357,565,000, and the average rate on 
the £250 million allotment was 
£2 8s 4:20d per cent compared with 
£2 8s 3:93d per cent in the previous 
week’s tender. 





250, 
— 486,755 


res 


(g) Proposed Capital Bonus to Ordinary 


dend accrued .. * t. 
(f) Tor Dividend on Ordinary 
Sha! 


Provision for Current Taxation.. 
Shareholders 


Savings Fund Depositors 


Expenses .. 
(e) Provision for Preference Divi- 


owned Subsidiary Company 
V. 44 per cent Unsecured Notes 1955-59 
VI. Current Liabilities and Provisions 
(a) Accounts Payable and Accrued 
(d) Unclaimed Dividends 


о 


470 
600 
914 
376 
43,622 
17,310 


720,589 ——— 
Notes on the Accounts appear on page 10. (Not reproduced. – Editor.) 





6,041 
250,000 

970,589 

£3,098,663 
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CORRESPON DENCE 


Letters must be authenticated by the name and address о the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold him If responsible for, the opinions expressed. 


Forecasting and Budgeting 

Sir, - In the belief that simplicity and clarity are 
always desirable objectives, and that when carried 
out they influence favourably and speed up the 
acceptance and operation of essential procedures, 
the following are presented in support of Mr 
Nathan's submissions in his letter in your March 21st 
issue. 

(1) А budget is a ‘trial run’ or a ‘pre-view’ of net 
sales and costs, and of the trading and profit and 
loss account and balance sheet, for the ensuing 
financial year, based on conditions – both in- 
ternal and political and economic- as it is 
believed at the time of preparation they will 
be in that period. 

The object of budgeting is the establishing of 
standards of unit volumes and selling prices 
and costs, and of fixed and variable operating 
expenses, working capital, etc., all of which 
should be capable of ready comparison with 
actual results for short-term periods – monthly, 
weekly or daily, according to the nature of the 
income or disbursement – during the budget 
year. . ò 

(2) A forecast is a projection of the estimated actual 
results, in reasonable detail, for one or more of 
the immediately ensuing short-term periods. 

The said projection can be, and should be, 
compared with the results which should be 
achieved at budget standards – thus giving 
advice in advance of projected variations from 
the budget standards and, in effect, if the 
projection be accepted, giving approval to the 
said variations. 

(3) Actual results can then be, and should be, com- 
pared with the forecast and with budget figures 
based on actual net sales (and/or direct labour) 
and costs and expenses calculated at the 
standards set in the original budget. 

With the above approach all the studies are pro- 

gressive, and can be made constructive and useful to 


management. 
^B Yours very truly, 


W. Е. EDWARDS, F.S.A.A., 
Director and Treasurer, 
GENERAL Мотовѕ LTD. 


* 


London, SWI. 


Restrictions on Share Transfers 
Sir, – In writing of public companies and Table А 
of the 1948 Companies Act in his article published in 
your issue of March 28th, Mr Barry Pinson states at 
page 366, “а company cannot have a lien over shares 
which are fully paid’. I presume that this is not so if 
such Table A is not applicable or a similar article is 
not adopted. I have in mind public companies whose 
shares are not quoted on a Stock Exchange. Would 


Mr Pinson's statement apply also to a private com- 
pany which adopted Table А of the 1948 Act? 
Yours faithfully, 
Isleworth. RONALD FRANK. 


[Mr Barry Pinson writes: If Article II of Table А 
(1948) is not adopted, the question whether a company 
has a lien over its shares can be answered only by 
reference to such article as is adopted. А company has 
no lien over shares unless there is a lien clause. A 
private company which adopts Table A, Part II, of 
1948, automatically adopts Article II of Table A, 
Part I. (Article I of Part II.)] 


Unqualified Accountants 


Sir, - I refer to the quotation from the speech made 
by Mr T. B. Robson, M.B.E., M.A., F.C.A., in your issue 
of April 4th, 1953. 

I am more than hesitant in presumifig to remark 
upon the statements of such an eminent personality 
as the President of the Institute, but I feel that the 
remarks quoted are so unfair that they should not go 
without comment. 

I am referring to the fact that although ‘chartered 
accountants’ and ‘the Institute’ are mentioned no less 
than nine times, there is not a single mention of any 
other accountancy body. 

Mr Robson states: 

‘I hope sincerely that my remarks here tonight 
about the merits of chartered accountants and the de- 
merits of the quack will be given wide publicity. . . .' 

I can only say that this remark, as well as the rest of 
the speech quoted, would seem to any layman to 
indicate that the Institute of Chartered Accountants 
was the sole body whose members did not consist of 
*quacks'. 

Iam sure that this was not intended by Mr Robson, 
but it must be agreed that as the remarks stand, the 
implication is quite clear. 

I trust that Mr Robson's speech does not receive 
such publicity as he hopes, for if it does, a great in- 
justice will be done to those other bodies of account- 
ants whose standards are quite equal to those of the 
Institute, as well as to the smaller bodies who, while 
not perhaps on equal terms with them, nevertheless 
are by no means deserving of the sweeping term 


‘quacks’. Yours faithfully, 
London, УУСТ. L. W. MELNICK. 


[It is clearly the duty of the President of the Institute 
to bring to public notice the merits of chartered 
accountants, but it is entirely wrong to suggest that he 
has ever implied that the membership of every other 
body consists of *quacks'. Our report of his speech in 
Norwich shows that he there mentioned specifically 
‘the recognized accountancy bodies’, thus indicating 
clearly that other bodies are ‘recognized’ in addition to 
the Institute, and, by implication, do not consist of 
‘quacks’ or ‘unqualified persons’. – Editor.] 
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Income Tax Forms – With Oak Leaves ? 


Sir, – The following is a copy of an actual letter 
received from one of our clients which we thought 
you might consider amusing and interesting reading 
for your subscribers. 

Dear Sirs, 

Here are my income-tax forms. It has occurred to me 
that these forms, when completed and filed away, 
become a permanent record of how a person progressed 
or faltered during the past year. They should be 
treasured not cursed. 

A gold decoration of merit should be invested in 
every person, by the H.M. Inspector of Texes, when 
that person starts paying 9s 6d in the £. 

This idea should be put before the H.M. Inspector. 

Kind regards, 


Yours faithfully, == 
JAMES E. WEBB & CO. 
Knutsford, Cheshire. 


Christmas Questions 


Sir, - I гејеђ to my letter under this heading pub- 
lished in your issue of.January roth last. I feel that 
I must ask you to let me comment on several question- 
able statements in your footnote. 

You say (having posed a question about the world 
premiere of The Pirates of Penzance) that being, of 
course, aware of the first performance at Paignton of 
that work, you dismissed it for what you describe as 
the very good reasons given by H. M. Walbrook in 
his book: 

There had been one of those absurd ‘copyright 
performances’ at which: 
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(a) the piece is gone through anyhow; 
(b) a placard is exhibited in the box office (pre- 
sumably not elsewhere); 

(c) one spectator (again by implication, and no 
other) is allowed to pay a guinea for a seat; 
(d) the amount being handed back to him at the 

end of the performance; у 
(e) the interest (in the performance) is entirely 
local (referring to Paignton). 


The parenthetical notes above are the present 
writer’s. 

The criticisms that Mr Walbrook applied to copy- 
right performances in general have as regards The 
Pirates little or nothing to do with the case. 

Despite some unusual features, the performance 
was given by a professional company and was highly 
spoken of in contemporary notices. It received con- 
siderable advance publicity in Paignton, Torquay and 
the surrounding districts. 'The Royal Bijou Theatre 
was packed to capacity, normal prices of admission 
were charged and there is no evidence that any money 
was returned after the performance! I can produce 
hundreds of witnesses to disprove the contention in 
‘statement’ (e) above. 

In any case, there is no possible doubt whatever 
that the world premiere of The Pirates of Penzance 
was staged at Paignton. 

The need for ‘copyright performances’ to establish 
the copyright in a dramatic work ceased with the 
passage of the Copyright Act, 1911, I may add. 

Yours faithfully, 
HUGH TIERNEY. 

Gatley, Cheadle, Cheshire. 


NATIONAL INSURANCE CONTRIBUTIONS 
INCOME TAX ALLOWANCES 


We give below a table which shows the coding allowances for 1952-53 and 1953-54 for the main classes of 


contributors. 
1952-53 1953-54 
Annual Net coding Annual Net coding 
equivalent of allowance equivalent of allowance 
allowable where E.I.R. to allowable where E.1.R. to 
contributions be restricted contributions be restricted 
Employee 
Man (over 30s od) £9 £7 £9 £7 
Woman (over 30s od) 47 £5 Ly £6 
Juvenile – Бот А 5 “ £6 £5 
in .. 5 4 
Self-Employed = et 
Man МЕ 15 #12 (15 £12 
Woman .. £12 £9 £512 £10 
Non-Employed 
Man es £14 TII £15 £12 
Woman .. £11 £9 ХІІ £9 
Employers 
Man (over 30s od) Ета £9 та £10 
Woman (over 30s od) £9 £7 £10 £8 
Juvenile - Boy . Ja ur £6 £8 £6 
Се и oH 46 £5 £6 £5 
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THE ASSOCIATION OF 


CERTIFIED AND CORPORATE ACCOUNTANTS 
Extracts from the Report of the Council for 1952 


The forty-eighth annual general meeting of the Association 
of Certified and Corporate Accountants will be held in the 
lecture hall of the Chartered Auctioneers’ and Estate 
Agents’ Institute, 29 Lincoln's Inn Fields, London, WC2, 
on Tuesday, April 28th, 1953, at 12 noon. 

We give below extracts from the report of the Council 
for the year 1952. 


EXTRACTS FROM THE REPORT 
Membership 


During the year, 429 new members were admitted to 
membership; 37 former members were restored to the 
register and 5 were readmitted; and 54 Associates were 
advanced to Fellowship. The membership of the Associa- 
tion at the end of the year was 8,314, consisting of 2,360 
Fellows and 5,954 Associates. 


Honorary Membership 


The Council has been pleased to confer honorary member- 
ship upon Mr George Spencer Houghton and Mr Alexander 
Parkes in recognition of their outstanding services to the 
Association over a long period of years. 


Council and Committee Meetings 


During the year 8 Council meetings and 99 committee 
meetings were held. There were also 26 meetings of joint 
committees, delegations, etc. 


Students and Graduates 


The number of students and graduates (including articled 
clerks) on the register at December 31st, 1952, was 9,048. 
During 1952 there were 1,274 new registrations and 
7,708 renewals; 66 students were retained on the register 
while undergoing national service. 


Examinations 


The number of applications to sit the Association's examina- 
tions received during the year was 1,889, as compared 
with 2,059 in 1951. 

Attention is drawn to the amendment of Bye-law 46 in 
connection with applications for exemption from the 
Intermediate examination and a copy of the bye-law as 
amended appears at Appendix ІУ. 

The number of candidates sitting for the June and 
December 1952 examinations totalled 4,137, of whom 
1,857 (45 per cent) passed. The corresponding figures for 
1951 were 3,946 and 1,704 (43 per cent). 

The table of examinations results for the last five years 
given in Appendix II? shows that last year's improvement 
in the standard of performance has been maintained and 
the level of success achieved in 1951 and 1952 suggests 
that candidates have been mindful of the Council's obser- 
vations regarding the need for adequate preparation. 


Examination Syllabus 


The revised examination syllabus referred to in the last 
annual report becorhes operative as from the June 1953 
examination. As previously explained, its object is not to 
alter existing standards in any way, but to rearrange the 
subjects and time-table so as to conform with more modern 
conceptions and needs, Experience alone will show whether 
these objectives have been achieved, but the Council is 
confident that the revised syllabus will meet requirements 
and prove more generally satisfactory in every way. 


1 Not reproduced. – Editor. 





During the year a schedule of alternative papers for 
South African students was approved and will take effect 
as from the December 1953 examination. Particulars of 
these alternatives appear as Appendix 1112 to this report. 


Branches and District Societies 


Appreciative mention should be made of the important 
and. useful work carried out during the year by the branches, 
district societies and students' societies. ЈЕ is also satis- 
factory to note the growth of joint activities with local 
organizations of other professional bodies in the form of 
joint lectures and social gatherings. 

In October 1952 the formation of a new district society 
for the county of ridge and adjoining areas was 
authorized. The new society has already feld several 
lecture meetings and has a very satisfactory record of 
attendances. 

In recent years it has become almost common form in the 
annual report of the Council to refer to the apathy and lack 
of support in some areas. It is therefore pleasing to record 
that there are signs of a quickening of interest among the 
members. There is now evidence that increasing numbers 
of members are joining district societies and attendances 
at lectures and meetings show a distinct improvement. 

The panel of lecturers provided by headquarters is 
being steadily enlarged and practically all district societies 
take full advantage of the facilities it offers. 

The Council's thanks are once again due to all those 
members who as officers of branches, district societies and 
students’ societies, or as members of committees or as 
occasional lecturers have given of their time and services 
for the benefit of their colleagues. 

The President and Secre have continued to maintain 
contact with branches and district societies by personal 
visits, often upon the occasion of the societies’ annual 
dinners. . 


Meeting of Branch and District Society 
Representatives 


As the Sixth International Congress on Accounting was 
held in June 1952, the Association itself had no annual 
conference, and consequently the meeting of branch and 
district society representatives which usually takes place 
during such a conference was not held. A meeting is, 
however, being arranged during the annual conference 
to be held at Folkestone in June next. . . . 


Overseas Branches 


During the year a new branch of the Association was 
formed in Central Africa to cover the territories of Northern 
and Southern Rhodesia and Nyasaland. 'T'his branch super- 
sedes the former local committee in Salisbury, Southern 
Rhodesia, the honorary secretary of which was for many 
years Mr R. P. Deary. The new branch will be known as 
the Central African Branch and Mr Deary has been elected 
as its first president. One of the branch's main objects will, 
of course, be to co-ordinate action on behalf of the Associa- 
tion in Central Africa, which is thought to be an essential 
function having regard to prospective constitutional 
developments in these territories. 

An application from the local society in Trinidad and 
Tobago to form a students’ section was acceded to and 
reports show that it is already serving а useful purpose. 

The reconstitution of the South African Branch is 
referred to below. 
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South Africa 


The Public Accountants’ and Auditors’ Act, which came 
into operation on November 1st, 1951, has fundamental 
affected qualification for practice in the Union of Sud 
Africa. The Association's South African branch was duly 
named in the Act as one of those bodies of which member- 
ship would entitle to admission to the first register, but, 
generally speaking, future registrants will require to have 
been trained in the Union. 

‘The Association is represented on the Public ин 

and Auditors’ Board and also on certain of its committees 
which have been set up under the Act. These are the 
executive committee, the tion committee and the 
local advisory committees for Johannesburg and Cape 
Town, in which cities the South African members of the 
Association are most strongly represented. A special com- 
mittee of the Council continues to keep the position under 
review. 
' То meet the changed conditions it has been deemed 
advisable to reconstitute the South African branch and 
the amended form of constitution and bye-laws etc. is 
under discussion with the officers of the branch. . . . 


Legislation Overseas 


'The Council, with the assistance of oversea branches, local 
societies and representatives, has kept under review legisla- 
tion affecting the profession overseas and has taken such 
steps as were deemed necessary to protect the interests of 
members. The position is often complicated by the fact 
that the upsurge of nationalistic feeling apparent in many 
parts of the world generally brings with it a desire for local 
autonomy not only in political, but also in professional, 


matters. 
Year Book 1953-54 


o bes book was published during 1952. The compilation 
of the 1953-54 year book is planned and tbe new edition 
will be published at the end of 1953. > 


Appointments Bureau 


Тће work of the Appointments Bureau has been main- 
tained, the number of members registering being slightly 
jn excess of that for the previous year. Of the members 
submitted for vacancies the number appointed can be 
regarded as satisfactory. There was, however, a decline in 
the number of vacancies notified and the Council is con- 
sidering the question of taking steps to improve the situa- 
tion and the assistance of members will be welcome in this 
connection. 


Qualifications and Status 


The Council has continued through its Parliamentary and 
Law Comzhittee to take such action as was called for to 
protect the status of members. It will be obvious to members 
that there is a wide field of recognition beyond that which 
they enjoy under various Acts of Parliament. In this wider 
field there is encouraging proof of the eral acceptance 
of the qualifications Ed embers of the у ери нај In the 
relatively few cases where action has been called for it is 
pleasing to report that the efforts of the Council, generally 
g, have been successful. . 


Accountants’ Joint Parliamentary Committee 

As in previous years, all parliamentary matters affecting the 
qualification and status of accountants and auditors have 
received the close attention of the Accountants’ Joint 
Parliamentary Committee. The joint committee has con- 
tinued to be successful in securing the adoption of a form 
of audit clause which, in effect, restricts the choice of a 
professional auditor to members of the accountancy bodies 
represented on the joint committee. 


Register of Management and Industrial Consultants 
The question whether it shall be permissible for a member 
or a firm of which-a member is a partner to be included in 
the register of management and industrial consultants main- 
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tained by the British Institute of Management (see Appendix 
IV, Annual Report, 1951) is being given further joint 
consideration by the recognizéd bodies. 


Scale of Charges for Work for Government . 
Departments 


The Council took part in discussions with other account- 
ancy bodies on the question of seeking ап increase in the 
scale of fees fixed by the Treasury in 1947 for accountants 
performing services for Government departments. Follow- 
ing negotiation a revised scale of fees has been agreed with 
the Treasury, details of which are available to members on 
request to the Secretary of the Association. 


Co-ordinating. Committee 


In paragraph 50 of the last report it was stated that the 
Co-ordinating Committee had decided to recommend to the 
Board of Trade that Section 161 of the Companies Act, 
1948, be amended so as to extend the application of that 
section to all companies and to strengthen the requirements 
of the Act in respect of the qualifications of persons for 
appointment as auditors. Submissions to this effect have 
now been made to the President of the Board of Trade by 
the Presidents of all the accountancy bodies represented 
on the Co-ordinating Committee. 


Regulatory Legislation 

The Council again affirms its support of the policy of 
securing legislative regulation of the accountancy profes- 
sion. That accountants play an essential and valuable part 
in the business affairs of the nation is beyond question. 
It is likewise unquestionable that the problems with which 
accountants have to deal are becoming more complex and 
more difficult. This being so a high standard of efficiency 
and probity of conduct is essential and the public should be 
protected against the unqualified practitioner in the same 
way as it is protected against unqualified practice in the 
legal, medical, architectural and dental professions. 


Absorption 


The consideration of the question of absorption has con- 
tinued to engage the attention of the Council throughout 
the year. It is beset with many difficulties which cannot be 
lightly resolved if its original purpose of creating the condi- 
tions which will promote the regulation of the profession 
is to be achieved, and, at the same time, the interests of the 
Association are to be properly safeguarded. It is, perhaps, 
natural that members should feel at times some impatience 
at the absence of information as to the course of events, 
but they will, on reflection, appreciate that to broadcast a 
running commentary on these delicate negotiations, in 
which a number of parties are interested, would embarrass 
your Council and might well endanger the success of its 
efforts. Members may rest assured that no irrevocable step 
will be taken by the Council until the wishes of the members 
have been ascertained in the manner prescribed by the 
statutes of the Association. 

Pending a full statement by the Council of any proposals 
it may recommend, members would do well to refrain 
from forming opinions based upon imperfect knowledge 
and unfounded assumptions. In this connection it will be 
helpful to deal with two misconceptions in particular, 
which appear to be current among certain members. One 
is the assumption that the whole membership of each of the 
designated bodies is to be absorbed en bloc by the Associa- 
tion; and the other is that the number of members of the 
bodies concerned who would be admitted will involve 
serious dilution of the Association’s own membership. 
Neither assumption is correct. The Council has never had 


any intention of considering anything beyond the admission 
$ 


of those who can clearly satisfy the by no means easy tests 
which bave been laid down; nor is there any reason to 
suppose that the number of those who would do so would 
constitute more than a very small percentage of the Asso- 
ciation’s membership. 
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The arduous work of scrutinizing the ‘applications has 
- been most carefully carried out. It has now com- 
pleted and the position revealed has been communicated to 
the three bodies concerned, to the Co-ordinating Com- 
mittee of the profession and to the Board of Trade. This 
position is now under active consideration by the Council 
and all the parties concerned, and a full statement will be 
submitted to members ав soon as it is practicable to do so. 


In the meantime the Council feels that it has the right to . 


ask members not to prejudge the matter in the absence of a 
full knowledge of the facts and to rest assured that the 
Council will not fail to protect in every proper way the 
interests of the Association and its members. 


The Sixth ки Маки on Accounting 
= & 1 


The Sixth International Congress оп Accounting was held 
at the Royal Festival Hall, South London, from 
June 16th to 2oth, 1952. Sir Harold Howitt, cz 
M.C., F.C.A., was President of the Congress end Mr 
Barrowcliff, F.8.A.A., Vice-President. A total of 2,532 persons 
attended the Congress, comprising 490 delegates and 
visitors (representing 96 accountancy bodies overseas) with 
290 ladies and friends; 1,009 members of the seven spon- 
soring bodies with 530 ladies and friends; and 213 students 
at the business sessions. 

Subject to the net proceeds of sales of the record of 
proceedings, the cost of the Congress was £17,910, This 
was less than had been estimated and is shared among the 
Pastor vic, to The Association’s share amounted to 


qs 


„360, which, together with certain direct expenditure of 
95, makes a total charge of £3,855, as shown in the 
income and expenditure accounts for 1951 (£1,442) and 
1952 (£2,413). 
e Association was represented on the Congress 
Council by the President rd Latham), Mr Т. E. A. 
Killip, Mr J. C. Latham and Mr F. Wilson. Mr Latham 
was appointed "Chairman of. the Entertainments Com- 
mittee. One of the papers read at the Congress, i.e. “The 
incidence of taxation in the United Kingdom’, was by 
Mr G. B. Burr, в.А.С.С.А., to whom the Council las 
expressed its appreciative А 


Accountants’ Day in Holland 


The Association was represented by Mr W. Macfarlane 
Gray at the annual Accountants’ Day, organized by the 
Nederlands Instituut van Accountants, held in Amster- 
dam on September 2oth, 1952. The Council has expressed 
to the Instituut its best thanks for the hospitality extended 
to its representative. 


Conference in Hamburg 


The Association was also invited to send a delegation to the 
Professional Conference of the Institut der Wirtschafts- 
prüfer held in Hamburg on September 24th and astb, 
1952. Unfortunately, it was not possible to take advantage 
of the Institut's hospitality on this occasion owing to 
previous coramitments. 


Research 

Early in the year the Economist Intelligence Unit and the 
Association, in collaboration, initiated a new service 
providing fired asset replacement indices to assist both 
industry and the profession in determining what sums 
should be put aside to cover the future replacement of fixed 
assets. The indices cover a wide range ‘of industrial equip- 
ment, to which new categories of goods are added from 
time to time, and are based on price changes over the last 
fifteen years. This service was most favourably received and 
is now being used by some of the largest industrial under- 
takings in the country. 

Accounting for p a research study by the Taxation 


and Research Committee, was published in August 1952., 


'This work provided an inquiry into some of the problems 
confronting industry and the profession as a terali of con- 
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ditions of prolonged inflation, and “dealt i in particular with 
.those.of asset lacement and the adequacy-of existing 
accounting techniques. It has been favourably reviewed 
both in this country and overseas and sales are fully up to 


cte 

uring the year, initial preparations were made to expand 
the Taxation and R Committee by the creation of a 
permanent Technical Research Committee with sub- 
committees to deal with problems of taxation, management 
accounting, accountancy technique and other matters of 
interest to accountants. 


Royal Commission on Taxation of 
Profits and Income 


As noted in the annual report for 1951, Lord Justice 
Cohen, the first Chairman of the Royal Commission on 
Taxation of Profits and Income, resigned following hia 
appointment as a Lord of Appeal in Ordinary. On February 
27th, 1952, it was announced in the House of Commons 
that Viscount Waverley had replaced him, but in view of 
certain criticism in Parliament, Viscount Waverley also 
resigned the office shortly afterwards. On april 28th it 
was announced that the vacancy had been filled by the 
appointment of Lord Radcliffe of Werneth, who continues 
to preside over the Commission. 
members will know, the Association submitted its 
memoranda Nos. 2 and 3 (dealing with general taxation 
and double taxation, respectively) early in 1952, having 
already presented memorandum No. 1 (on general economic 
and social questions) in May 1951. e Association’s 
representatives were invited to give oral evidence on 
memorandum No. 1 and duly attended before the Commis- 
sion on July 4tb, 1952. А verbatim record of their evidence 
was published i in the August 1952 edition of the Accountants 
Journal at pages 216-225. The Royal Commission has not 
yet begun to receive oral evidence on the second part of 
its terms of reference but the necessary arrangements for 
the Associatioh's representation have been made. 
The ion has, however, recently issued an 


interim men on double taxation, for which the Chancellor 


of the Exchequer had specially asked. 

Concurrently with the appointment of Viscount Waverley 
as Chairman, certain amendments to the Royal Commis- 
sion’s Neu of reference were made, in that while the 
ori terms of reference required the Commission to 
Mui ae recommendations consistent with maintaining the 
same total yield of taxation, the revised terms left it open 
to the Commission to make recommendations which might, 
on balance, entail a substantial loss of revenue, but in 
these circumstances an order of priority of, recommenda- 
tions was to be indicated. 

For this reason, and also because of the passing of the 
Finance Act, 1952, several of the recommendations con- 
tained in the Association's memoranda Nos. 2 and 3 became 
inappropriate or out of date. It was, therefore, thought 
desirable that a short supplementary memorandum should 
be prepared and this has now been placed in the hands of 
the Royal Commission. Тће full text thereof will appear in 
the Accountants Journal for April. 

'The Council again desires to record its indebtedness to 
those members of the Association, and in particular to the 
President, for the time and trouble which they have devoted 

to the discussion and preparation of these various sub- 
dis 


Committee on Shares of No Par Value 

On December 18th, 1952, Mr H Strauss, M.P., 
Parliamentary Secretary to the Board o f T rade, announced 
in the House of Commons that a eius had been set 
up, under the chairmanship of Mr Montague L. Gedge, 
Q.C., to consider the desirability of amen the Com- 
panies Act, 1948, во as to permit the issue of shares of no 
par value. The Association, in common with the other 

accountancy bodies, has been invited to submit 
надто and the necessary: arrangements due being made 
for this to be done. 
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Company Law іп Eire 


The official committee appointed by the Government of 
the Republic of Ireland to make recommendations for 
amendment of the company law in that country still has 
the matter under active consideration. The Irish branch of 
the Association has prepared a memorandum of suggestions 
in this connection. 


Resignation from Council 


The Council reports with regret the resignation from 
membership of the Council of‘Mr С. S. Houghton and 
records its best thanks for his valuable services over a long 
period of years. Mr Houghton was admitted to membership 
in 1911 and co-opted to the Council in 1921. He was Vice- 
President of the Association from 1930-33 but regretfully 
found himself unable to accept the office of President. In 
the course of years he served as Chairman of the Examina- 
tions, Investigations, Finance and Disciplinary Committees. 


Membership of Council 


'The following members of Council retire in accordance 
with the provisions of article 56 of the articles of associa- 
tion and, being eligible, offer themselves for re-election: 

Practising members: Mr George Leaning Barker (Leed:); 
Mr William Jackson (Glasgow); The Lord Latham (London); 
Mr Alan Charles Shipley Meynell (London); Mr Thomas 
Richard Powell (Belfast). 

Non-practising members: Mr Bertram Eric Storry Rodgers 
(London); Mr Walter Ernest Stepto (Bristol). 

The following member of the Council, co-opted under 
the provisions of article 61 of the articles of association, 
offers himself for re-election: 

Practising member: Mr Vivian Ralph Chennell (Brighton). 


Retirement of Secretary 


The Council regrets to announce the impending retire- 
ment of Mr John Christmas Latham from the secretaryship 
of the Association on April 3oth, 1953. 
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Mr Latham was first appointed in 1921 and has held his 
office for a period which covers not only the greater, but 
also the most vital, part of the Association's life. It is, 
therefore, fitting that due tribute to Mr Latham’s long and 
faithful service should be paid in this report. 

For the last thirty-one years Mr Latham has made the 
Association the main – and almost the only – preoccupation 
of his life. He has given unsparingly of his time and 
energies for the Association's benefit; he has seen it grow 
from small beginnings to its present authoritative status, 
which stands for all time in token of and tribute to his out- 
standing abilities, his resource and enduring patience and 
his devotion and faithfulness to the Association's ideals. 

It has been a fortunate and happy circumstance for the 
Association that for so long а period it has not been neces- 
sary to meditate any change in the secretaryship. But it has 
not made contemplation of Mr Latham's retirement the 
easier. After mature consideration the Council felt that his 
unique knowledge of the background and history of the 
Association and his long experience in its affairs were 
benefits which the Association could ill afford to lose 
altogether at the present time. It was therefore decided 
that he should be asked to continue in the office of part- 
time director in an executive and consultative capacity. 
Mr Latham was prepared to accept the Council's sugges- 
tion and his appointment as such will accordingly com- 
mence as from May ist, 1953. 

At the same time it was essential to ensure proper 
continuity of administration between Mr Latham and his 
successor in the secretaryship, and the Council believes 
that the arrangements which it has made are so framed as to 
secure to the Association these several advantages. 

“As from May tst, 1953, Mr Frank Cameron Osbourn 
has been appointed Secretary of the Association. Mr 
Osbourn joined the Association as Deputy Secretary in 
April 1950, and in the intervening period has, by his work 
and assiduity, proved himself worthy of the confidence of 
the Council. He is already known to many members of the 
Association and the Council feels sure that he will worthily 
uphold the traditions of his predecessor. 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


MEMBERS ADDRESSES WANTED 


The Secretary of the Institute would be glad to know 
the present addresses of the following members of 
the Institute. The town at which the member was last 
known is shown after each name. 
William Bruce Thornton Bate, 
Lostwithiel. 
Bernard Joseph Bruce, A.C.A., Ludlow. 
Marjorie Greenaway, A.C.A., London. 
Henry Horrocks, a.c.a., New Milton. 
Cyril Lord Redfern, Р.С.А., Richmond, Surrey. 
Kenneth Wingate Spreckley, a.c.a., Bristol. 
John Avery Stonehouse, A.C.A., Darlington. 


р.8.С., A.C.A., 


Personal 


Messrs Prince, Crorr & Barr, Chartered Account- 
ants, of 96-98 Holdenhurst Road, Bournemouth, and 
at London and Wimborne, announce that as from 
April 1st, 1953, they have admitted into partnership 
Mr MICHAEL JOHN PRINCE, A.C.A., who served his 


articles with the firm, and who has been a member of 


the staff for a number of years. 


Messrs МАХТОМЕ GRAHAM & Sime, Chartered 
Accountants, of 34 Charlotte Square, Edinburgh, 2, . 
and at London, announce that Mr Maurice CoGHILL 
MURPHY, C.A., has been assumed as a partner in the 
firm as from April rst, 1953. The style of the firm 
remains unchanged. 

Messrs ALEXANDER SLOAN & Co, Chartered 
Accountants, of 142 St Vincent Street, Glasgow, C2, 
announce that they have assumed as a partner 
Mr Hew C. DAVIDSON, c.a., son of Mr WILLIAM L. 
Davinson, с.л. Mr Hew C. Davipson received his 
training with Messrs McCLELLAND Ker & Co, 
Chartered Accountants, Glasgow. 

Messrs L. Етатко & Co, Incorporated Account- 
ants, of 14 Howick Place, SW1, announce that 
Mr Martin W. BURNS, A.C.A., has been admitted a 
partner in the firm as from April rst, 1953. The 

ractice will be carried on under the name of 
АІ КО, Burns & Co at the same address. 

Messrs Less & Поввтме, Chartered Accountants, 
of 67 Argyle Street, Birkenhead, announce that the 
partnership formed in 1927 has been dissolved as 
from Api 15th, 1953. Mr К. Less, F.C.A., is retiring 
and leaving the denice and the practice will be 
continued by Mr W. J. DoBBING, F.c.a., alone. 
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Messrs Wm. Н. Jack & Co, Incorporated Account- 7 


-ants, of Hanover Chambers, 12 Buckingham Street, 

| Strand, London, WC2, announce that they have 
admitted: into partnership Mr LEONARD А, CLARK, 
A.S.A.A., who has been associated with the firm for a 
: number of years. 

Messrs BAYFIELD & BAYFIELD, Chartered Account- 
ants, of 95 Colmore Row, Birmingham, 3, announce 
with deep regret the death of Mr ROBERT ALEXANDER 
HINGLEY, A.C.A., on April 6th, 1953. 

Messrs HEREWARD, Scort, Davies & Co, Char- 
tered Accountants, of 3 St Helen’s Place, Bishops- ` 
gate, London, EC3, Stoke Newington, Finchley and ' 


Palmer’s Green, announce that as from April ret, / 


1953, the present partners (Mr Ско. Е. Davies; 
F.C.A., and Mr CYRIL E. HALL, F.c.a.) will be joined 
by Mr ALAN J. KNIGHTS, A.C.A., who has been the 
City office managing clerk for some years. Тће firm's 
name will not be changed. 

Messrs SHIPLEY, BLACKBURN, SUTTON & Co, 
Chartered Accountants, of Broadmead House, Panton 
Street, Haymarket, London, SWi, announce that, 
as from April rst, Mr К. J. EAGLE, А.С.А., who has 
been a member of their staff for many years, has 
been admitted into partnership. The name of the 
firm remains unchanged. 

` Messrs Scrutron & Соорснир, Chartered Ac- ` 

countants, of 34 Museum Street, Ipswich, announce 
that as from April 1st, 1953, they have admitted 
into partnership Mr Gorpon Epwin GOODCHILD, 
A.C.A. The practice will be carried on under the same 
style, and at the same addresses, as heretofore. 

Messrs H. N. Murray & Co, Chartered Account- 
ants, of Revenue House, 7-8 Poultry, London, 
EC2, and at Reading and Slough, announce that as 
from March 31st, 1953, the partnership between 
Messrs Н. N. MURRAY, F.c.a., T. У. Bowyer, 
F.C.A„ and А. DARVILL, F.C.A., practising under the 
style of H. N. Murray & Co, is dissolved by mutual 


consent Мг Н. №. MURRAY, F.c.a.. and Mr A., 


DARVILL, F.C.A., are taking into partnership with 
them Mr К. J. MUNDAY, A.C.A., who has been manag- 
ing clerk at the London office for a number of years, 
and will practise as Н. N. Murray & Co at the 
above address in London, 28A Queen Victoria Street, 
Reading, and 57 Windsor Road, Slough. Mr T. W. 
BOWYER, F.C.A., will practise as Т. W. BOWYER & 
Co in Reading, London and Slough. Until May 1st, 
1953, he will, by arrangement with H. N. MURRAY 

O, practise in Reading at 28A Queen Victoria 
Street, Reading, and thereafter at 79 London Street, 
Reading, and in London at 3 Great Winchester 
Street, London, EC3. 
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SE In Parliament 
CHARITIES: COVENANTS 


1 

Mr Нооснтом asked the Chancellor of the Exchequer 

the number of seven-year covenants in respect of 

which charities reclaim income-tax; how this number 
f compares with that for 1938-39; and how many new 

cases have been received during the last five financial 


Mr Boyp-CARPENTER: The number of seven-year 
covenants in favour of charities in force in 1952-53 
'igXÉstimated at about 600,000 compared with about 
* 140,000 for 1938-39. About 490,000 of these cove- 
nants have been executed during the last five financial 
years. 

Hansard, April and, 1953. Written Answers. Col. 169. 


Committee on the Taxation Treatment of 
Provisions for Retirement 


Тће Inland Revenue announces that there appears 
to be some misapprehension about the date of publi- 
cation of the report of the Millard Tucker Committee 
on the Taxation Treatment of Provisions for Retire- 
ment. The position is that the drafting of the report 
is in its closing stages, and the Committee is engaged 
in a final review of it, but it is not yet possible to 
say when it will be presented to the Chancellor of 
the Exchequer. 


Double Taxation: Belgium 


А double taxation convention between the United 
Kingdom and Belgium was signed in London on 
March 27th. The convention, which is subject to 
ratification, provides for avoidance of double taxa- 
tion on income and profits and is expressed to take 
effect in the United Kingdom from April 6th, 1951. 
In general, the convention is similar to those already 
made with France and other European countries. 


The Institute of Internal Auditors 

LONDON CHAPTER 
A well attended dinner-meeting of the London 
Chapter of the Institute of Internal Auditors was 
held at the Kingsley Hotel, London, УУСт, on April 
1st, when papers were presented by three members, 
Mr Н. Т. Скасез, 4.c.4., Mr Н. Јонмѕом, and Mr 
J. SHANNON, А.С.1.5., A.C.W.A., on “The Scope of 
my job'. 

Mr A. І. Watson, President of the London 
Chapter, presided at the meeting; the papers stimu- 
lated interesting discussions and contributed to a 
most successful evening. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI Telephone: Victoria 2002 (3 lines) 
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` The Institute of Actuaries 


Àn ordinary general meeti 
Actuaries will be held in the Hall of the Chartered’ 
Insurance Institute, 20 Aldermanbury, EC2, оп 
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TWENTY-FIVE YEARS AGO 
From Uhe Accountant or APRIL 21st; 1928 — 


The closing paragraph of the leading article, discussing 
the fourteenth report on the work of the \National 


“Monday, April 27th, at 5 p.m., when a paper entitled. Insurance Audit Department for 1927. р 
‘Lar, e-scale electronic digital computing -machines’ A Reference is made to 59 special reports which were 


will be presented by Mr R. L. Michaelson, F.1.A. 


made during the year on cases of fraud or failure to 


Members may bring guests and tea will be served | account. As compared with the general experience in 


from 4.30 p.m. in the members’ lounge on the lower | 
ground floor. 


Accountants’ Crossword 


The solution of the crossword problem compiled by 
Mr KENNETH 'TRICKETT, А.5.А.А., publishéd in last 
week’s issue is as follows: 

Across: 5. Address; 8. Overheads; 9. Stamped; гл. 
Programme; 12. Hirer; 13. Note; 14. Unused; 16. Prosecute; 
ao. Coding; за. Four; 23. Cease; 25. Plaintiff; 26. Seizure; 
27. Negotiate; 28. Suspend. 


Down: 1. Companies Acts; 2. Reports; 3. Share; 4. 
Payments; 5. Assets; 6. Death Duty; 7. rts; 10. 
Directors Fees; 15. Procedure; 17. Contango; 18. Diaries; 


19. Nominal; 21. Depend; 24. Units, 


Our Weekly Problem 


No. 66: A SIDATE EMBRACE 
Mr L. U. Sidate had been asked to distribute the 
prizes at St Surplus. It appeared that it was a 
tradition that all the prize-winners should kiss each 
other as a token of esteem and that the headmistress 


should similarly salute the prize-winning prefects of ` 


whom there were eight. Finally, at the conclusion of 
the ceremony amid tumultuous applause, and to his 
acute embarrassment, Mr Sidate was instructed to 
embrace the headmistress. Charles, who had motored 


| oe ак to the school and was sitting in the front 


hly delighted. He worked out that Mr 
Sidate 8 beni peck brought the total kisses to exactly - 
one hundred. 
How many prize-winners were there? 


The answer will be published next week. 


ANSWER TO No, 65: FARE BURDEN 


It is clear that if £11 of assorted coins are to weigh the same 
as £10 mixed differently, the extra pound in the former 


must consist of the lightest possible combination. In the - 


problem it is stated that the silver increases by ros od 
and that ss od in silver and 4 three-penny bits each weigh 
the same as 3 pennies.. Therefore 40 three-penny bits 
must represent the other 10s od. It follows that the extra 
pound weighs the same as 48 three-penny bits, which is the 
difference in weight between 16 three-penny bits and 48 
pennies. 

Hence the £11 contains 48 pennies less and 56 three- 
penny bits more than the £10. 


connection with Friendly Society work, we do not 
‘ think this number of cases is at all excessive, and we 


~ ) feel able to attribute the comparative immunity of 


Approved Societies from this nuisance to the know- 
ledge that the arrival of an auditor is certain and 
more or less regular. The 59 cases only amounted in 
all to £4,284, and as 49 of them were for sums less 
than £50, the department may congratulate itself 
on the probity with which the great bulk of societies 
and branches is administered. 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or APRIL 20TH, 1878 
Bankruptcy Amendment _ 
Excerpt from a Note in Passing, discussing an address. 
.. But Nature has vexed him with divers 
hallucinations which take the form of an inveterate 
suspicion of accountants in bankrupty practice. This 
is compensated for in a measure, however, by the 
deep distrust he entertains of the legal fraternity. 
Addressing the Bristol Chamber of Commerce 
recently, he referred to the question for bankruptcy 
law reform, and declared that what the world 
required was “better security against fraudulent 
debtors, and а class of men who were springing up, and 
who were enormously strong – the class of account- 
ants of a certain description and lawyers who had 
been plundering them". Me further described the 
. present system of liquidation as “а system of un- 
mitigated plundering”. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Ltd, In collabor- 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English and рог case are posted to subscribers as soon 
as possible after the transcri ws cot pad his Judgment has been approved by the 
Judge and is available c EVERY Іпсоте-сах, E.P.L., profits tax, jog duty, 
and ива duty judgment In the English and Scottish Courts Is reported 
hi ports are accredited for citation In Court, and are prepared by 

rN. ЈЕ. l Mustoe, Q.C. X The re Include full reports of the Judgments 
with detailed hoed- a * Tables of cases and of statutes judicially con- 
sidered, and a subject Index, are provided at the end the year on 
completion of each volume, 


Annual Subscription 30/- post free 


` GEE & COMPANY PUBLISHERS LIMITED. 
27-28 BASINGHALL STREET, LONDON, EC2 NARCH 5347-8 
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THE BUDGET DEBATE 


HE debate on the Budget is over and we must now wait 
for the Finance Bill for further clarification of the Budget 
proposals. The taxation proposals, which we summarized 
in last week's issue, have been warmly welcomed on the Govern- 
ment side; while, generally, the Opposition has criticized them – 
broadly on the grounds that they are based on a wrong view of the 
country's economic position and that they favour the rich in the 
place of the poor, Government speakers have refuted this thesis. 
But all agreed at least in this, that the CHANCELLOR'S exposition of ` 
the Budget was a masterpiece in lucidity. There was general agree- 
ment, too, that it is right that the excess profits levy is to go. 
In that connection the Member for Sowerby, Mn DoucLas 
Нооснтом, who has had considerable experience of Civil Service 
matters and in particular of Inland Revenue administration, 
passed what seems fair comment. Ín connection with economies 
in the public service, he said that the Civil Service cannot help mis- 
takes or changes in policy which bring about substantial alterations 
in the level of administrative costs. He instanced the excess profits 
levy which entailed the setting up of special centres in a dozen 
cities, additional posts, and the £175 lump sums, awarded on 
arbitration, to Inspectors of Taxes who were doing the extra work. 
That the levy was so soon to disappear he thought was an example 
of how the costs of administration have nothing to do with the 
Civil Service but depend solely on Government policy decisions. 
The Economic Secretary to the Treasury, MR R. MauprING, 
included 'two pieces of information' in his speech. Firstly, in con- 
nection with the abolition of the excess profits levy, for technical 
reasons an additional Resolution was necessary. This provides: 
"That it is expedient to authorize all such charges to the excess 
profits tax as may arise from bringing the period of charge of the 
levy to an end not earlier than the end of the year nineteen hundred 
and fifty-three.’ 
Doubtless further explanation will eventually be forthcoming in 
the Finance Bill debates. 
Secondly, there was a Money Resolution which contained a 
reference to excess profits tax post-war refunds in these terms: 
"That it is expedient to authorize the issue out of the Consolidated 
Fund... 
" (b) of any sums required for the purpose of making payments of, 
or on account of, post-war с of Wes реда tax by 
reason of provisions contained in any Act of the presen 

И: авв Га to finance; T : 

' and the borrowing of money under the National Loans Act, 1939, 
for the purpose of providing any such sums as are mentioned in 
paragraph (6) of this Resolution.’ 

The provisions are to be that taxpayers shall be released from 


i 
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existing undertakings which they gave on claim- 
ing their excess profits tax post-war refunds, and 
that future refunds will be paid without further 
undertakings. What the Heonornic. Secretary 
actually gaid was: 


‘There is also the Money Resolution on the 
Order Paper today which contains a reference to 
.the post-war refunds of excess profits tax. These 
refunds are at present payable on the giving of 
certain undertakings, the most important of which is 
that the money will be used to develop or re-equip 
a specified business. This enabled industry to re- 
equip itself and overcome the back-log of invest- 
ment and deterioration which occurred during the 
war. It was never intended. that this refund should 
be policed indefinitely. Over /260 million have 
already. been paid and the Advisory Panel under 


the Act of 1945 have urged that taxpayers should be | 


released from existing undertakings and that future 
refunds, probably not exceeding £10 million, should 
be paid without further undertakings. We have 
accepted that recommendation, and provision will 
be made accordingly in the Finance Bill. That is 
the reason for the form taken by the Resolution on 
the Order Paper.'! 

It is to be noted that although excess profits 
tax ceased over six years ago, at December 31st, 
1946, it is estimated that there is still a sum not 
exceeding £10 million due for post-war refund, 
which leads one to wonder how long excess profits 
levy will take to clear up.. l 

For the Opposition, MR GAITSKELL commented 
that when the CHANCELLOR brought in the excess 
profits levy he reduced the profits tax but nothing 
had been said about replacing the profits tax 
when the excess profits levy was taken off. MR 
GAITSKELL thought that the right thing to have 
done would have been to sweep away the excess 
profits levy, reimpose the profits tax, and intro- 
duce dividend limitation at the same time. He 
welcomed the restoration of initial allowances 
but thought it should be put back to 40 per cent 
instead of only to 20 per cent (presumably for 
plant and machinery). If the CHANCELLOR would 
not increase the allowance to 40 per cent for 
everybody, he offered a suggestion. He noted that 
the allowance had been fixed at 40 per cent for 
mining firms which had meant the introduction 
of an interesting development — a discrimination 
in the use of initial allowances so that one type of 
development could be encouraged rather than 
another. If the CHANCELLOR wanted to encourage 
exports and a certain type of investment, why not 


1 Hansard, April 16th, 1953. Col. 391. 
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give higher initial allowances, as he thought was 
suggested in the Millard Tucker report, to in- 
dustries in which the Government wanted to 
encourage investment? 

An interesting suggestion came from a Govern- 
ment back-bencher in connection with death 
duties. The idea was that if the Government ever 
issued a long-term loan to mop up genuine 
savings, one tranche of it might be issued at a 
low rate of interest with a special arrangement 
for its use in settling death duties, in the same 
way that Victory Bonds were used after the First 
World War. The speaker drew attention to the 
very serious effect on private business of the 
death duties tax on capital. Two points raised from 
the same side of the House concerned firstly post- 
war credits now amounting to between [450 and 
£500 million. The rate at which they are being 
reduced, it was believed, is 3 per cent. 


‘Surely,’ it was stated, ‘we can fairly soon reach 
the position when, if a man dies, the beneficiary 
can cash the post-war credit, and not have these 
things continuing over two or three generations.’ 

Secondly, came a plea for a graduated scale of 
death duties, rather like sur-tax: l 
‘instead of the present arrangement whereby the 
State takes the whole lot at the highest rate’: 
Another Member, while agreeing that 
‘there is nothing wrong with the Act as it is whereby 
a business is assessed in the year of cessation or 
change of ownership on its actual profits from the 
preceding April 5th to the-date of cessation’ 
attacked tax avoidance by means of artificial 
cessations, regarding which he hoped for ‘a very 
bitter struggle’ in the Finance Bill debate. 
Winding up the debate, the CHANCELLOR 
referred to the proposed relief to authors, and said: 
*, . . this action was taken on a very limited scale 
because it does not deal with a major problem of 
many others who wish to space their earnings over 
a longer period. They must wait for the Royal 
Commission on Taxation to deal with this 
problem’. 
He paid a warm tribute to the lus бів STAFFORD 
Cripps, who was ‘not only a friend of mine, but 
one of my finest predecessors’. Finally, he said: 
‘,.. I decided to reduce 6d on the income-tax, first 
because I knew that this would give to industry 
some £45 million of relief for undistributed profits 
in the course!of this year. I knew that the initial 
allowances could not operate to help them this year 
. and that what I had done about excess profits levy 


' would take a year and more to be of any benefit to 
them." 
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. NO PAR VALUE SHARES 


EVIDENCE OF 
THE SOCIETY. AND OF THE ASSOCIATION 


O'TH The Society of сорнай Account- 
B= and Auditors and The Association of 

Certified and Corporate Accountants have 
now made known their views on shares of no par 
value, to the Gedge Committee. 

The exordium of the memorandum submitted 
by the Council of the Society is mainly historical. 
Then follow some observations from American 
correspondents on the operation of the system in 
the United States. From these, it would appear 
that partly because of a general tightening of the 


rules which hitherto allowed too much latitude | 


in the distinction between capital and revenue 
and partly because the tax laws appear to dis- 
criminate unfairly against the no par share, the 
trend in company capital structure has veered 
towards the issue of low par value shares. 

The Council next lists the disadvantages which 
have been claimed for no par value shares. These 
follow the usual pattern — that they make it easier 
for the shareholder to assess the real-value of his 
holding in a company both as regards its capital 
worth and its earning power; and that the process 
of issuing new shares at a fair value in relation to 
the existing ones is facilitated. $ 

The Council also enumerates the disadvantages 
of the system. These, based largely on American 
experience and subject tọ the legal interpretations 
of that country, include the fact that assets to be 
exchanged for shares of no par value are not 
subject to the same safeguards as regards valua- 
tion as would be an issue of shares with a par 
value; that, by means of the device of stated 
values, an artificial surplus may be created out 
of the sale of shares and used for payment of 
dividends; that undue profits may be made by 
unscrupulous promoters through selling no par 
value shares to the public at one price and then 
paying over to the company less than the 
recognized. 85 or go per cent of the proceeds, the 
details not being disclosed; and that inflated 
stock bonuses to officials of the company may be 
insinuated into.the company's. capital without 
the outside shareholders — whose equity in future 


earnings would thus be ‘thinned’ < — being any the 
wiser. 

The Council states uu the Society has no 
strong views on the desirability of introducing 
the no par value system in this country but if 
such a development did take place its use.should 
be limited, by amending present company law, 


‘in the following respects— ап issue of such 


shares should necessitate the setting up of a 
capital fund; that, except in the case of liquida- 
tion, there should normally be no distributions 
from this fund, any return therefrom to share- 

holders being in the nature of a capital reduction 
and subject to the existing provisions relevant to 
this procedure; no par value shares should be 
issued only for cash or Из current equivalent in 
value or as a bonus issue to existing shareholders; 
the original shares. should all be issued at the 
same price and all the shares of any subsequent 
issue should, equally, have a: common price; 
subsequent issues — which should, in the first 
instance, be offered pro rata to. existing no par 
value shareholders – must have а fair market 
price as determined by the directors and at a 
figure not less than that certified by the com- 
pany's auditors as fair and reasonable; the total 
proceeds of subsequent issues should be credited 
to the capital fund; shares sbould be issued as 
fully paid and the issue price should determine 
the shareholders' liability; facilities for the con- 
version on a fair basis of existing issues of ordin- 
ary shares should be permitted; the cost of bonus 
issues — which issues should be confined to 
existing shareholders — must be charged in full 
to capital or revenue reserves (including the 
undistributed surplus); no good. case seems to 
exist for the issue of preference shares of no par 
value; it may be considered that the right to issue 
no par value shares should be restricted to public 
companies whose shares are, or will be, quoted; 
a public issue of such shares should be subject 
to the same prospectus disclosures as are par 
value shares; and, lastly, the constitution of a 
company with no par value shares should make 
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clear the definition of capital participation 
rights wss-d-vis other classes of shares on a 
winding-up, the dividend rights where other 
classes of shares with participation rights exist 
and the order of absorption of losses against 


revenue reserves, capital reserves and the no par _ 


value capital fund. 

In the other memorandum, the Council of the 
Association confines itself to a consideration of 
the accounting aspects of no par value shares. It 
points out that the balance sheet of a going con- 
cern is now accepted as a historical document 
which no longer represents current values. The 
older the company, the more unreal becomes the 
equation between the actual value of the assets 
and their book or balance sheet value, while the 
nominal value of the companys shares remains 
constant. 

The Council states that to put a fixed nominal 
. value on equity shares which really represent 
a residuary interest is 'a contradiction in the 
logic of ‘accountancy’. The Companies Act 
makes such a practice obligatory but where it is 
not enforced by law, as in, for example, partner- 
ship accounts, it is not used. The Council con- 
siders that balance sheets would be made simpler 
and more comprehensible by the introduction of 
no par value shares. The company’s total capital 
resources, whether subscribed or earned, would 
appear in the capital stock account and would 
comprise, first, the capital account, being the 
total consideration received for shares issued; and, 
second, the capital reserve, being all other moneys 
earmarked for capital purposes. The first of these 
would be inviolate except for properly authorized 
reductions of capital. The second would be avail- 
able for such capital transactions as writing-off 
goodwill or having set against it a debit balance 
on profit and loss account. Revenue reserves not 
required for dividends would be additions to the 
fund. The advantage of a flexible account such 
as this would be that the size and growth of the 
shareholders' stake in the company's fortunes — 
and the measure of their rewards in the way of 
profits and dividends – would be brought into 
sharper relief. 

Of the other advantages generally claimed for 
no par value shares, the Council considers two 
related to the above argument. One was the ease 
with which the number of existing shares could 
be increased ог decreased by sub-division or con- 
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solidation without affecting the shareholders' 
equity in any way. 'The Council states that the 
existing law already permitted this practice 
although the mechanics for achieving it were 
rather more involved. Of greater importance was 
the facility which would be given to directors 
under the no par value system to make a second 
or subsequent issue of shares at such a level as to 
ensure the success of the issue, especially when 
the company's par value shares were already at 
a discount. 

After referring to such possible disadvantages 
as the issuing of shares to the public at improper 
prices, the payment of dividends out of capital 
and the confusion which the co-existence of two 
systems might cause in the investor's mind – and 
stating that these could be overcome- the 
Council expresses the view that the issue of no 
par value shares should be permitted in this 
country but recommends that the following safe- 
guards would be necessary — the right to use such 
shares should be permissive only and not man- 
datory; companies whose capital was already in 
the form of par value shares should be allowed 
to change to the no par value system if desired; 
a company's equity shares should all be of the 
same type; in the meantime, until more practical 
experience of no par value shares had been 
obtained, their use should be restricted to public 
companies: the practice might later be extended 
to private companies; the no par value system, 
being logical only for common shares as the 
residual equity, should not be made to include 
preference or preferred shares; in the interests of 
shareholders, disclosure of the number of shares 
issued and the number authorized to be issued 
should be made compulsory; the capital stock 
account should not be used for the payment of 
dividends or otherwise reduced except as in the 
circumstances already outlined; the total pro- 
ceeds of an issue of no par value shares should be 
credited to the capital account and no part of 
them should be made available for distribution 
as dividend as is apparently permissible under 
American and Canadian law; and, lastly, it should 
be possible to issue no par value shares for 
considerations other than cash alone as it is 
considered that the existing conditions as to 
prospectus disclosure are sufficient safeguards 
against the abuse of such a practice. 
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THE FINANCE ACT, 1952—XLII 
EXCESS PROFITS LEVY (CONTINUED) 


Section 70 (7) Double Tax Relief arde future deficiencies (or excesses) of those 
уан 79 (7) has some special provisions members remaining in the group. For itself it 
in relation to double tax relief due toa group — starts the tale of excess and deficiency from a new 
member. Where its profits fall to beassessed beginning. 
on the principal, then any claim for credit, and any ,-^ As regards (b) and (d) above, the profits on 
election not to take credit, must be made jointly ' which the principal is assessable will include as a 
with the principal. Furthermore the two com- matter of course all the excesses made by the 
panies may jointly elect.that credit in respect of group members from the beginning of excess 
the first member's income shall be set off primarily profits levy. However, this will not be so in the 


against that income. case of a post-1951 group formed under paragraph | 
Twelfth Schedule, ~ . 4 (see The Accountant, March 21st, 1953, page 
Paragraph 18: Deficiency/Relief ` 329). One, but not more than one, of the members 


Where a member makes a deficiency, it is applied may have had excess profits before the formation 
against the excesses of that and the other mem- of the group and been assessed thereon, although 


bers in the following order: when the group was formed it did not become the 
(a) against previous excesses of the member principal. Paragraph 18 (2) includes those 
itself; then excesses in (b) and (d) for the purposes of set-off 


(b) against any other excesses assessable on the of other members’ deficiencies. 
principal for periods up to and including 
the one in which the deficiency occurred; Paragraph 19: Overriding Limit 
then The overriding maximum rate of levy, at 15 per 
(c) against the excess of the member itself for cent of total profit, is calculated as though the 
the next chargeable accounting period; then group were one company and the relief due is to 
(d) against excesses assessable on the principal be allocated among the members by the principal 
for a period not later than the period in (с) (paragraph 19 (1)). This means, of course, that 
above. the total relief will be less than the aggregate of 
Where at the end of the above process there what would have been the relief if all the members 
still remains some part of the deficiency un- were dealt with separately, 
allowed, stages (с) and (d) are repeated alternately Меге all the members carry on their businesses 
for subsequent chargeable accounting periods through permanent establishments abroad so as 
(paragraph 18 (1)). to be within Section 43 (2) (see The Accountant, 
In all cases except. (b), paragraph 18 (1) quali- January 3rd, 1953, page 5) the maximum rate will 
fies the word ‘profits’ by the words ‘chargeable Бе 10 per cent. Paragraph 1g (2) deals with the 
to excess profits levy’, but this distinction appears awkward case where only some of the members 
to be without significance. are within Section 43 (2). The group liability for 
The above rules are altered where there has the period to date is to be reduced as necessary to 
been a severance of nexus between the principal secure that it does not exceed the sum of 


and another member. In that case the member's (a) то рег cent of the profits of the members 
pre-severance deficiencies cannot be set off within Section 43 (2); and 
_ against its own post-severance excesses (proviso (b) 15 per cent of the profits of the other 
()) Likewise its post-severance deficiencies — ^ members. | 
cannot be set off against its pre-severance excesses — / Paragraph 19 (3) deals with severance of nexus 
(proviso (ii)). ‘between a member and the principal. 
In other words, when the member leaves the Its effect is similar to that of the proviso to 


group it leaves behind its aggregate excesses (or ¢ paragraph 18 (1) in relation to deficiency relief. 


' deficiencies as the case may be) to be set off he outgoing member ignores its own profits and 
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losses for chargeable accounting periods w wa 
ended before the severance – these continue(t 
figure in the group computations. 

Paragraph 19 (4) deals with the post-1951 
groups formed under paragraph 4 and is similar, 
to paragraph 18 (2) which has been dealt with 
above. Pre-group chargeable profits and tax are 
to be included in the computation for the Purpose; 
of the ovemiding limitation. · 


Ц 


Paragaph 20: Adjustments between Members 
As.a corollary to the assessment on the principal - 
in respect of the liability of the other members, 
paragraph 20 (1) empowers the principal to 
recover from them their appropriate shares, of the 
burden. This power is subject to modification 
where the effect of paragraphs 13 (6) and 17 to 20 
is to increase the member’s liability. The principal 
is not to recover more than what the member 
would have borne if those paragraphs had not 
applied to the group, throughout the chargeable 
accounting periods to date (paragraph 20 (x) 
proviso). 

Тће treatment of the whole group as one unit 
for the purpose of both deficiency relief and over- 
riding. maximum obviously may increase the 
liability of certain individual members, and this 
explains the reference to paragraphs 17 to 19. 
Separate records will be needed for each 
member. 
~ It is not so easy to work out the effect of the 
reference to paragraph 13 (6). Where the principal 
has claimed a capital, or net assets, standard, 
paragraph 13 (b) purports to exclude all the 
mernbers from the benefit of the deferred repairs 
provision in paragraph r2 of the Ninth Schedule 
(see The Accountant, April 18th, 1953,at page 451). 
This means that even though there are excessive 
deductions for repairs in arriving at the profits of 
the standard years the members will not be able 
to claim an upward adjustment of those profits. 
But if the standard profit is based on a purely 
notional figure by reference to capital or assets, 
then ex hypothesi there can have been no deduction 
at all for repairs. у 

There are other paragraphs in the Twelfth 
Schedule which go to increase an individual 
member's liability, and some paragraphs which\, 
reduce it. These continue to apply, however, in 
computing the ultimate individual burden to be | 


borne... 
f 
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D" -. (2) puis for compulsory 
refunds by. the. principal to a member where it 
transpires that in the event a member has borne 
more levy than it ought to have done. 


Section 50: Partial Group Treatment 
Section 5o applies where a company (or group). 
owns throughout its chargeable accounting period 
at least one-quarter of the ordinary. share capital 
~ of a company ordinarily resident in the United 


Kingdom, but the conditions for group treatment 


are not satisfied. The word ‘owns’ has the 
extended sense to include beneficial owner-. 
ship through intermediate companies perio 
50 (5)). 

Dividends from the second company, wheter 
from the ordinary ог from other shares, are to be 
ignored in computing the standard and charge- 
able profits of the owning company. They are not 
ignored, however, in computing non-distribution 
relief or over-distributions. As a corollary to the 


exclusion of the dividends, paragraph 12 (1) (2). 


of the Twelfth Schedule is applied to movements 
of share capital between the two companies. 
These provisions were dealt with in The Account- 
ant, April 11th, 1953, at pages 416, 417. 

Where the owning company elects to take a 
percentage of average paid-up share capital as 
the profit for one of the two standard years, under 
Section 38 (4) (a), that average share capital is to 
be reduced by reference to the shares (ordinary 
or otherwise) in the second company. The 
reduction is arrived at by taking а. proportion of 
the amount paid by the owning company for the 
shares in the second company. The proportion 
is that borne by the average amount of the shares 
of the second company, owned by the first com- 
pany in the standard year, to the full amount of 
such shares owned in that year. Where a per- 
centage standard is adopted, a similar adjustment 
is made. 

Section 50 gives no assistance to a company 
which does not own the full quarter of another 
company’s ordinary shares. In such a case there 
may be double taxation in effect, since dividends 
out of profits which have already borne excess 
profits levy may be included in the chargeable 
profit of the recipient. However, where the 
recipient company is an investment company, 
relief is given by Section 52. . 

(To be concluded.) . 
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taining the distribution by the process of sorting 
chits is much quicker than by account analysis. 

If the fund is large enough to cover one month’s 
expenditure, a habit can be made of drawing a 
reimbursing cheque on the last day of each month. 
In this manner, only one sorting and posting 
will be necessary each month. It is never necessary 
to post to the petty-cash account in the general 
ledger unless the fund is increased or decreased. 


Different Methods of Handling Accounts 
Payable 


The usual British system is to keep a ‘sundry 
creditors ledger’ with a separate account for each 
supplier. Purchases are credited to the appro- 
priate account and debited to a purchases or 
‘bought’ day-book. Cash payments are debited to 
the suppliers accounts. 

The American system in most common use 
cuts out all this book-keeping. In its simplest 
form, the system consists of little more than 
paying on invoices and filing them alphabetically 
by supplier. In order to cut down the file of 
ayables, payments are made very promptly. 

isis not essential though: invoices may be 
placed in à date file for payment on the last day 
for discount. e monthly or weekly statements 
are received from Suppliers, invoices are accumu- 
lated until the statement is received, when all 
documents are stapled together and paid by one 
cheque. D 

In most cases, a ‘cheque set’ is used. This 
consists of a cheque and a number of copies with 
one-time carbons in between. When a cheque 
is typed, one copy is filed to form (with similar 
copies) the ‘cash disbursed register’; a second 
copy (called the sorting copy) is filed in account 
number, and a third copy is attached to the 
statement and/or invoice(s) supporting the pay- 
ment and filed in a folder headed with the 
supplier’s name in an alphabetically-arranged 
filing cabinet. At the end of the month, the sorting 
copies are sorted into account numbers. An 
adding machine tape is then run on the sorting 
copies, adding up each batch of copies with the 
same account number. The tape is then folded 
and taped to the section divider. The postings 
are then made to the expense and other accounts 
‘from this tape analysis. 






Obtaining Month-end Payables 
On some part of the cheque-set, a number 
indicating the month should be typed, i.e. '6' 
for June, ‘7’ for July etc. 1g nt is made in 
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July but refers to June the cheque is marked with a 
‘6’. If a payment is made in July and refers to 
July, it is, of course, marked with a ‘7’. If the 
closing of the June books is delayed until July 
roth, all cheques issued between July 1st and 
roth marked with a ‘6’ can be added to June 
expenses, accounts payable being credited. The 
amount then shown under payables plus any 
other unpaid invoices in the date file with 
a pre-July date are the month-end accounts 
payable. 

Unless my memory plays me false, British 
firms did not concern themselves very much 
about recording accruals during the year for the 
purpose of producing the monthly profit and 
loss accounts. Possibly this was because payments 
were made extremely systematically and handling 
expenses on a cash, rather than an accrual basis, 
was accurate enough. However, most American 
firms religiously set up their payables each month 
so that, in most cases, their twelve individual 
monthly profit and loss accounts, in aggregate, 
amount to their annual profft and loss account 
and show little sign of distortion in any one month 
due to the fact that more bills were paid then than 
in the previous month. 


Different Presentation of Statements 

This is a subject of considerable complexity and 
only touched upon lightly in this article. In most 
cases, British accountants will find the American 
statements quite lucid, except perhaps for the 
phraseology used to describe certain American 
items that have no counterpart in the British 
Empire, such as stocks of no par value and the 
like. 

(a) Profit and Loss Statement or Income Statement 
Americans do not like the British method of 
preparing the profit and loss or income statement 
in the form of a ledger account, the attitude being 
that whilst this may be fine for the accountant 
to understand, the stockholder, who is not 
assumed to be trained in accounting, is completely 
confused. 

In order to make the profit and loss account 
more intelligible, not only to stockholders but 
to managers and other executive employees who 
may be salesmen, engineers, etc. and not know 
too much about accounting, efforts have been 
made to produce the information in a simpler 
form. The name itself has been changed to 
‘income statement’ or ‘statement of income’ and 
the ‘word ‘account’ completely thrown aside. 
After all, it is mot an account. 

\ The generally accepted format is: 
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INCOME STATEMENT FOR THE YEAR ENDED ' 
DECEMBER 3157, 1952 
Gross sales . $xxxxx.xx 
Less Cost of sales: 
Mu ЈАВНА EE $xxxxxx.xx 
Purchases XXXXXX.XX 
XXXXXX.XX 
Less Inventory, 
December 3186, 1952 XXXXXX.XX 
И | XXXXX.XX 
Gross margin (xx per cent of sales) XXXXX.XX 
* Less Expenses: 
Advertising $xxxx.xx 
Bad debts XXXX.XX 
Depreciation XX.XX 
Interest E XX.XX 
Miscellaneous .. XX.XX 
Postages XX.XX —. 
Rent XXX.XX 
Salaries . XXXX.XX 
| m  XXXX.XX 
> ERE 
Net Income zi $xxxx.xx 


Expenses are arranged alphabetically unless 
there is either a more useful or more logical order. 
(b) The Balance Sheet 
Americans see no purpose in putting assets on 
the right-hand side and liabilities on the left- 
hand side where the statement follows the form 
of an account. After all, why confuse more than 
necessary? 
The account form of balance sheet, however, is 
not always used. Instead, the traditional format 
“ig usually changed to make the balance sheet 
either more informative or more comprehensible. 
In consequence, arrangement of items has been 
influenced by the desire to see at a glance such 
useful figures as current assets, current liabilities, 
and net worth. Americans have also preferred 
to show assets in the order of realizability. The 
form of balance sheet commonly seen is illustrated 
in the next column. 


Difference in Work Habits 


In order to make the accountant or accounting 
clerk more productive, Americans have developed 
a number of tricks to speed the work along. One 
that is used in many offices is to use handwritten 
copies of all but the more important documents. 
For instance, in my own accounting department, 
all our reports and statistics are prepared in long- 
hand on translucent paper with orange carbon 
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is the use of celluloid transparencies, preprinted 
with the required lines and columns. A monthly 
report is prepared by writing on the pro-forma in 
longhand. When sufficient copies have been made 
on the machine, the writing is washed off and the 
transparency is ready for the next month. Only 
income statements and balance sheets, prepared 
for members of the public, are typed or printed. 


Use of Brackets Around Credit Amounts 
Another ‘gimmick’ that is of immense practical 
value is the indication of a credit by placing 
brackets around the amount, і.е. $(23.45). To 
be more exact, brackets are used not only to 
indicate a credit in a column normally debit by 
nature but also to indicate a debit in a column 
normally credit by nature. For example, a 
bracketed figure in an expense column would 
indicate that it was a credit and should be 
deducted whilst a bracketed figure in a column 
headed ‘sales’ would indicate that the item was a 
debit and should ђе deducted. 


BALANCE SHEET AS AT DECEMBER 3187, 1952 


: ASSETS 
Cash on hand ..$ 
Cash at bank T XXXXX.OXX 
j XXXXX.XX 
Accounts receivable ..  Qxxxxx.xx 
Less ата for bad debts XXX.XX 
== XXXXX.XX 
Inventories, at cost CXXXXX.XX 
Total current assets . / .oXXXXX.OXX 
Furniture and fat cost $xxxxx.xx 
Less Depreciation XXXX.XX 
XXXXX.XX 
Total Assets .. Sxxxxx.xx 
LIABILITIES 
Accounts payable $xxxx.xx 
Accrued expenses: 
Real property taxes $xxx.xx 
California franchise tax. XXX.XX 
MENENI XXX.XX 
"Total current liabilities XXXX.XX 
Net worth: 
Common stock, 
1,000 shares of $xxxxx.xx 
Capital surplus XXXX.XX 
Retained earnings XXXX.XX 


"Total Liabilities and Capital 
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EXCESS PROFITS LEVY  . 


by J. E. TALBOT, F.C.A. 


` Although this lecture was first delivered some weeks ago, the author has brought it 

up to date by means of footnotes based on the Chancellor's recent Budget speech, . 

the Budget resolutions passed immediately afterwards and the Financial Statement, 
1953-54. The Finance Bill has yet to be published. 


rude names. One of them is 'the tax without 

a friend’, but I am not sure if that is quite fair. 
One assumes that some affection for.it must have 
been felt by the eminent gentleman. who fathered it. 
It appears, however, to possess only one parent. 

Many of us think that excess profits levy will have 
only a short life, perhaps not more than two or three 
years in all, but no one, I imagine, is so optimistic 
as to believe that it will be, so to speak, retroactively 
strangled at birth, by being repealed ab initio! 
Accordingly, there is no escape from the regret- 
table conclusion that. we must know something 
about it. . 

It would obviously be impossible to cover the 
Slc extensive and difficult ground of excess profits 
levy. Тће alternative of running over all the main 
sub-headings in a general way savours too much of 
an and propose d text-book; I have therefore selected, 

ropose to discuss, a number of specific matters 
,.lthink, possess some practical importance ог 
e 


Ts excess profits levy has been called many 


Standards 


I propose to say little about the quite astounding 
scope of the choice of standards which is open to the 


< fair-sized company, particularly one which has - 


carried on business since January ist, 1947, or 
earlier. But I would like to refer to the various 
options and adjustments which have to be borne in 
mind in selecting the best standard. These include: 


The relevant date from which undistributed profits 
and over-distributions will be effective. 

Adjustments for borrowed money. 

Optional treatment of initial allowances. 

Optional treatment, in the case of mineral-producing 
companies, of annual allowances on certain assets 
which did not rank for any income-tax allowances 
before 1949 and 1952, respectively. 

Also, in the case of mineral-producing companies, 
the effect of a successful application under Sec- 
tion 56 of the Finance Act, 1952, that is, the 
allowance for additional output; since the ‘increase 
‘in the normal rate of output’ will be measured by 
taking the output in the standard period as the 
normal output, and obviously you will get a 


À lecture delivered to the Liverpool Society of Chartered 

Accountants on March 17th, 1953, with Mr G. N. Fullagar, 
~ РАБА, in the chair, and to the East Anglian Society of 
Chartered Accountants on April 2and, 1953, with Mr 
а. G. С. Goult, ?:c.4., in the chair. 


‘The levy is to be re ed with effect fom. January tat, 
1954, 80 that its life will be exactly two years. 





different result according to which standard period 
you choose.* 

' The effect of spreading profits from long-term 
contracts, or certain expenses which are attribut- 
able to different accounting periods?*, or deferred 
repairs.* 

Effect of Adjustments 


Any one of these options or adjustments can be 
sufficiently important, by itself, to cause one to 
jettison what appeared to be the best standard, and 
to select another, which at first sight had appeared 
to be far inferior. For example: 


(i) The earlier the relevant date, the greater will be 
the addition to the standard for undistributed 
profits – or the greater will be the deduction 
for over-distributions. This applies most.. 
markedly to a capital standard as at December 
31st, 1946, in relation to which the relevant 
date is January 1st, 1947. 

(ii) А standard year with £i million of borrowed 

money will, on that score alone, be £10,000 

worse than a standard year with no borrowed 
money or, indeed, than a capital standard: 

If you select a capital standard or a minimum 

standard, it will always pay not to elect to 

ignore initial allowances, because they will not 
reduce the standard while they will reduce 
the profits of chargeable accounting periods. 

If there are long-term contracts, the profits 

from which are spread back over the years of 

performance, any such spread into the standard 
years will increase not only the standard profits 
but also the adjustment for undistributed profits. 

In this connection the position for excess 

profits levy is quite different from that for 

which the Revenue contended in relation to 
the ascertainment of capital for the old excess 
profits tax. 

(v) Where there was no deferred repairs adjust- 
ment for excess profits tax, the ten-years’ 
averaging of repairs expenditure for excess 
profits levy can be very important, and it can 
operate only in favour of the taxpayer. I recently 
came across one small case where the apparent 
standard of about £6,000 was increased to 
-£13,000 by this one adjustment alone. 


Of course, there will be some cases where it is quite 


Gii) 


(iv) 








2 The allowance for increased output is to be extended to 
certain additional minerals. 


? Expenses incurred after December 3181, ар аге пої 
to be subject to the spreading provisions. 
* Yet a further option will now arise in the shape of a right 


to postpone deductions for initial allowances so as to avoid 
a loss of double taxation relief. 
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clear that the minimum standard applies, or even 


that the overriding maximum rate of excess profits . 


levy will apply throughout во that it will be unneces- 
sary to determine a standard at all. But, generally 
speaking, we shall have to be careful in selecting the 
standard, that we do not overlook the effect of points 
such as these and the possible combinations of them. 


Long-term Contracts 


Reverting for a moment to the spread of profits on 
long-term contracts, it is interesting to note that the 
profits tax provisions (paragraph 14, Fourth Schedule, 
Finance Act, 1937) provide for such a spread in terms 
which are almost identical with those of paragraph 9, 
Ninth Schedule, Finance Act, 1952. It is not very 
obvious why that excess profits levy rule should 
have been required. at all, bearing in mind that 
excess profits levy profits, in general, are to be com- 
puted on profits tax principles. It has been suggested 
~ and I think this is probably the answer – that 
since January rst, 1947, the Revenue and the tax- 
payer, by more or less tacit consent, have often not 
bothered to spread profits for profits tax under 
paragraph 14, and where they have not done so it 
was thought undesirable that either side should be 
bound for excess profits levy in this respect by the 
profits tax profits. 


Minimum Standard 


Section 41 provides the minimum алаа ‘of 
£5,000, but it also places strict limits upon the 
circumstances in which companies incorporated after 
January ist, 19 m can claim such a standard. The 
minimum standard cannot be adopted by a 'new' 
company if it is dates common control with another 
company (whenever incorporated). The most usual 
types of common control would be where the one 
company directly controlled the other, or where 
both companies were controlled by a third company 
or by an individual. 

The expression used in Section 41 is ‘incorporated 
after the b of the period of charge’. If, 
therefore, the date of incorporation were January 
1st, 1952, or earlier, the subsection would not apply, 
and the minimum standard could be claimed even 
though the new company shared common control 
with another company or companies (so long as they 
did not constitute an excess profits levy group). 
Accordingly, it seems that the situation could be met 
by not incorporating a new company, but by acquir- 
ing — if one were available – a company incorporated 
before January 2nd, 1952. 

Where two or more companies, all incorporated 
after January ist, 1952, are under common control, 
Section 41 (2) enables them to share a single mini- 
mum standard. 

"These provisions give rise to one form of what may 
conveniently be termed ‘partial group treatment’. 
Their object is clearly to prevent the multiplication 
of minimum standards by the creation of a number of 
separate companies under common control. 
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Standards Based on a Percentage of Capital 
Employed at the end of 1946 or 1951 


The rules in the Eighth Schedule for computing the 
value of the assets less the amount of the liabilities 
at one of those dates seem, on the whole, to be fairly 
sensible and logical. One striking exception is stock; 
this, not being specifically referred to, is one of the 
‘other assets’ which, under paragraph A, are to be 
valued at ‘the amount paid therefor in cash’, i.e. 
cost. But how about stocks which have been written 
down to market value, and, indeed, stocks which 
have been written down to nil or nominal value on 
account of deterioration, damage or obsolescence? 
Surprising as it may seem, the company will appar- 
ently be required to add back these writings-down in 
computing its capital employed, and to receive a 
standard based on 8 per cent (or ro per cent if 
director-controlled) of the inflated figure. That, I 
imagine, will not be very unpleasant medicine to take. 

The excess profits levy provisions contain a 
number of anomalies, of which this is certainly not 
the least. I remember hearing, only a few. weeks after 
the 1952 Act had become law, that the Revenue had 
already discovered an appreciable number of sub- 
stantial anomalies, on which they proposed to seek 
amending legislation in 1953. By now the number 
must have grown considerably, and it looks, there- 
fore, as if we may expect yet another indigestible Bill 
in a few weeks’ time.! 


Director-controlled Companies: Distributions 


In arriving at undistributed profits or over-distribu- 
tions of a director-controlled company, it seems that 
loans to directors, which are treated as distributions 
for profits tax, are not to be so treated for excess 
Bronte ts levy. The relevant provisions (paragraph 1 (3) 
(d) and (e) of the Tenth Schedule) refer to dividends 
or cash bonuses, and to assets (in kind) 

‘distributed . . . to the members, ог апу class of the 

members, of the body corporate, as 
It can hardly be said that a loan to a director, even 
though treated for profits tax purposes as a 'distribu- 
tion', is a dividend, a cash bonus or an asset 'dis- 
tributed to a member as such'. 


Borrowed Money 
This expression is not defined in the Act, nor was it 
defined for the purposes of the excess profits duty 
or the excess profits tax. One has heard a number of 
questions as to whether or not such-and-such a 
credit balance will rank as borrowed money for 
excess profits levy. I don't pretend to be able to 
suggest a comprehensive answer, but there are two 
simple tests which I find helpful in-forming a view 





1The Chancellor of the Exchequer said (Hans; April 
14th, 1953, col. 59): ‘I do not propose any changes in the 


levy as it now exists, and as long as it , except 10 
redeem the promises made about minerals and investment 
holding companies. It appears, therefóre, to have been 
decided not to attempt any tidying up of a tax with such a 
short life, __ 
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on such questions. First, is it a loan or is it really a 
creditor for goods or services? Secondly, is there a 
real borrowing and a real lending of money? – this 
being the question which, in the excess profits duty 
case of Port of London Authority v. C.I.R. (2 A.T.C. 
184), it was considered had to be answered in 
deciding whether a balance was borrowed money or 
not for the purposes of excess profits duty. 

Where you have a specific advance for a substantial 
period it is clear that there you have borrowed 
money, whether or not interest is payable. But where 
you have, for example, remuneration credited to a 
director who chooses not to draw it for a few months, 
it seems hopeless to expect that to be treated as 
borrowed money. 

It is, of course, the cases falling between the two 
extremes that cause the uncertainty. But it may well 
be that, in due course, administrative practices and 
concessions will emerge, as they did in the case of 
excess profits tax. 


First Chargeable Accounting Period 


Under Section 45 (5), where an accounting period 
straddles January rst, 1952, a company is entitled 
to submit a special set of accounts covering the part 
year beginning on January 1st, 1952, as a basis for 
determining its profits for the first chargeable 
accounting period for excess profits levy. In many 
cases this is a valuable option, since the inflation that 
was growing in 1951 was checked abruptly at the 
beginning of 1952, and in a number of trades the 
monthly rate of profits dropped sharply. 

In relation to such special accounts, however, 
there are points that need to be borne in mind. 
Under Section 45 (6) the special accounts must be 
‘sufficient accounts’, which means that the company 
must have balanced its books and taken stock at the 
beginning and end of the period. 

‘The main practical difficulty here is that relatively 
few companies wil have made a physical stock- 
taking at December 31st, 1951, if their accounts are 
normally made up to a different date. But some com- 
panies maintain continuous stock records which are 
checked physically from time to time throughout the 
year, on a sort of Forth Bridge principle. I suggest 
that the expression used in Section 45 (6) 'taken 
stock’ does not involve necessarily that stock must 
have been taken physically; and that stock taken 
from reliable continuous stock records has been duly 
‘taken’ within the meaning of the Act. 

А subsidiary point is whether the expression 
*balanced its books' requires a full-dress balance sheet 
as well as revenue accounts. I suggest that it does not; 
and that if revenue accounts give all the information 
you require for excess profits levy purposes, they 
should suffice, always assuming that the trial balance 
was not cooked. 

Incidentally, it is interesting to note that during 
the committee stage of the debates а Government 
spokesman said that where a special account is 
accepted at the beginning of excess profits levy, it 
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may be necessary to require such a special account 
at the end of life of the tax (Hansard, May 22nd, 
1952, col. 815). 


Transfers of Businesses as Going Concerns 
Where company А. acquires the business of com- 
pany B. (as distinct from its shares), the question 
immediately arises whether, and if so to what extent, 
А. can, from that date, avail itself of B.s excess 
profits levy standard and any deficiencies which B. 
may have accumulated. 


'Transfer of Deficiencles 


'The question of deficiencies can be answered the 
more shortly, so perhaps we might dispose of it first. 
Obviously it can only arise where the büsiness was 
transferred after January 185, 1952 — otherwise there 
could not be any deficiencies. Section 48, which 
deals with the subject, lays down several atrict condi- 
tions which must be met. Perhaps the most important 
one is that at the time of the transfer А. and B. must 
be under common control. It follows that a transfer 
of business completely at arm's length could never 
give the purchaser a title to pre-transfer deficiencies; 
and while it might seem that the point could be over- 
come by A. first acquiring, say, 60 per cent of B.'s 
shares and thereafter taking over B.’s business, I 
suspect that trouble would arise under the tax 
avoidance provisions of Section 69. Moreover, the 
transfer must extend to not less than 'substantially 


‘the whole’ of Bs business and must have the effect 


of creating 'a break in continuity for deficiency relief 
purposes’ within the meaning of Section 42. Finally, 
А. the transferee must not have carried on any 
business before it took over from B., and there must 
be no substantial alteration in the character of the 
business during the twelve months following the 
transfer. 

It is clear, therefore, that you can transfer deficien- 
cies with a business only in a very restricted class of 
cases. But where the case does satisfy all the condi- 
tions, not only can B. bring forward A.’s pre-transfer 
deficiencies and set them against its own excesses; 
B. can also carry back any of its own deficiencies 
and set them against A.’s pre-transfer excesses and 


recover excess profits levy paid by A. The over- 


riding limit is then to be applied as if B. had carried 
on the business throughout. 


Transfer of Standards 
That leaves the question of the right to take over 
the transferor's standard upon a transfer of business. 
Here the conditions are less stringent, although 
there is a lot of statutory verbiage in Section 47 
and the Eleventh Schedule, which contain the 
relevant provisions. They can be summarized briefly 
and broadly by saying that where company А. 
acquires the business of company B. (or substan- 
tially the whole of it), and the business was originally 
started before January ist, 1949, and there is no. 
substantial change in the character of the business 
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during the twelve months following the transfer, 
A. will be entitled to acquire B.’s standard, but 
A.’s share capital will, for excess profits levy pur- 
poses, be treated as reduced by the consideration 
given to B., and by the excess profits levy value of 
any of B.’s assets which it did not take over. 

Unless A. and B., in this example, are under 
common control, A. is entitled to contract out of this 
arrangement and to adopt, or retain, any other 
available standard. 

Where the transfer covers only a part of B.’s 
business, A. can acquire only such part of B.’s 
standard as the Commissioners of Inland Revenue 
may ‘apportion to A. There is a right of appeal on 
questions of apportionment to the Special Commis- 
sioners. This basis applies, in cases of partial transfers, 
only if A. and B. jointly elect for it — except that in 
cases of common control the basis is compulsory, 
without any election. 

Similar principles, with similar rights of election, 
apply where there are successive transfers of the same 
business or a part of it. 

Where a business previously carried on by a sole 
proprietor or partnership is transferred to a company 
on any date after January Ist, 1947, and the com- 

any is controlled by the transferors or by such other 
individuals as are listed in Section 47 (3), the com- 
pany may, in arriving at its standard, elect to treat 
itself as having carried on the business throughout. 
'This option does not apply where the company took 
over only. a part of the business | i.e. something less 
than ‘substantially the whole’. There are rules cover- 
ing the treatment of the former proprietors' drawings 
and remuneration before the transfer; and, in the 
determination of notional distributions and notional 
share capital movements before the transfer, a great 
measure of discretion is conferred on the Commis- 
sioners of Inland Revenue - the traiisferee company 
being given a right to appeal.to the Special Com- 
missioners if it is dissatisfied with the his in which 
that discretion is exercised. 


Transfers Before and After January 1st, ii 


I have been speaking in very broad terms of the- 


effect of transfers upon standard profits, and there 
is one point that certainly ought to be mentioned, 
that is the difference between transfers before 1952, 
and transfers in 1952 or later. Where the transfer 
took place before 1952, A., the transferee, is entitled 
to be regarded as having carried on B.’s business 
throughout all the relevant years. If A. already 
possessed a business of its own, it adds together 
the profits, capital, etc., of both businesses and 
chooses the best standard available from the com- 
bined figures. Where, however, the transfer occurred 
in 1952 or later, A., the transferee, can add B.’s 
actual standard to its own -— subject to two pro- 


visos. One of these is that it cannot add B.'s mini- - 


mum standard to its own existing standard; and 
the other is that if А. has hitherto used a minimum 
standard it cannot add anything for B.'s standard to 
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its own minimum standard. Subject to those pro- 
visos, А. can retain its own best standard and add 
B.’s best standard to it for all periods following the 
transfer. 
Reconstructions 

These provisions will often apply in cases of recon- 
structions and enable the new company to bring 
forward not only the old company's standard but 
possibly its deficiencies also. But it would be import- 
ant to ensure that the various conditions were ful- 
filled. This adds one more headache to the task of 
considering the taxation aspects of a proposed recon- 
struction. What with the possible effect of sur-tax 
directions, profits tax non-distribution relief, income- 
tax bases of assessment and basis periods for capital 
allowances, and now, excess weeds ts levy standards 
and deficiencies, the problem does indeed become a 
thorny one. 

In connection with a proposed reconstruction, I 
recently came across a good example of the anomalies 
that can arise under the excess profits levy and profits 
tax legislation. Company X. carries on two distinct 
activities through two departments. It was proposed, 
for administrative reasons, to transfer those activities 
to two new companies, Y. and Z., and then to wind 
up X. and distribute to its shareholders the shares 
in Y. and 2. The profits tax question that arose was 
whether X. could avoid a heavy distribution charge 
on liquidation by transferring its accumulated non- 
distribution relief to Y. and Z. under the provisions 
of Section 36 (4) of the Finance Act, 1947. The 
Revenue view is that this cannot be done because the 
subsection deals with a transfer to 'another body 
corporate’ and not to two or more; and that conse- 
quently Х. would have to bear the distribution charge. 
. The excess profits levy question was whether Y. 
and Z. could take over Xs accumulated deficiencies 
under Section 48 of the Finance Act, 1952. ‘The 
Revenue view is that this cannot be done on a strict 
reading of Section 48, because this also deals with a 
transfer of business to ‘another body corporate’ and 
not to two or more. But in this case there is a con- 
cession whereby the transfer of deficiencies is per- 
mitted subject to conditions, of which the most 
important one is that the companies collectively 
should not derive a net excess profits levy gain from 
the transfer of business; e.g. any increase in capital 


allowances, resulting from the altered basis periods 


for income-tax, would not be allowed for excess 
profits levy. 

The excess profits levy concession seems fair, but 
the lack of any profits tax concession .is quite the 
reverse. On the Revenue's construction. of the. sec- 
tions, however, I feel considerable reserve, in. view 
of the rule in the Interpretation. Act that the anes 
includes the plural. . 


` Inter-company Бано 
While full group treatment normally arises. only 
where the DE CODY holding is at least 75 per 
cent, yet a holding of as little as 25 per cent necessi- 
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tates adjustments which amount to partial group 
treatment. For this purpose the holding company, 
А., must have possessed 25 per cent or more of the 


ordinary share capital of B. throughout its own. 


chargeable accounting period. If А. is a member of 
an excess profits levy group it will suffice if the 
group members jointly hold 25 per cent or more in B. 
'l'he treatment requires two deductions in the 
excess profits levy computations of the holding com- 
pany (or companies); the first is to reduce the profits 
у the dividends received from В.; and the second is to 
reduce the capital in arriving at standard profits by the 
amount which was paid for the аео) in В. 
Section 50, which contains these provisions, was 
designed as a concession to the argument that divi- 
dends from a substantial shareholding (taken as at 
least 25 per cent) ought not to bear excess profits 
levy twice over. The effect, of course, is that the 
holding company (or companies) has to give up 


I2 per cent (or 14 per cent if director-controlled) on . 


the capital amount which it paid for its shareholding 
in the other company in retürn for the exclusion of 
the dividends which it receives on that holding. The 
trouble is that the purchase price of the shares often 
yields less than 12 per cent (or 14 per cent) in gross 
dividends, in which case the section can prove the 
reverse of a concession. It seems clear that -this 
treatment ought to be optional. 

The Twelfth Schedule. would provide adequate 
material for a large book, but I propose to limit 
myself to a few remarks on the constitution and 
breaking-up of groups, in the belief that, once one 
has a fair grasp of what is a group and what is not, 
the remaining provisions, which comprise a whole 
catalogue of detailed adjustments, often begin to 
appear less incomprehensible. У 

To say that АШ group treatment is applicable 
wherever the inter-company. holding of ordinary 
share capital is at least 75 per cent can be very 
misleading. - 

It is true in most cases, but not all, where the hold- 
ing of that size already existed on January 1st, 1952. 

But where an additional 75 per cent subsidiary is 
acquired after January 1st, 1952, it will receive full 
group treatment only if it was incorporated after 
that date and, when its business commenced, it was a 
75 per cent subsidiary of an existing member of the 
group. It will be noted that zn this particular case the 
new subsidiary need not be a 75 per cent subsidiary 
of the principal company. For example, if A. holds 
80 per cent of B., and B. holds 80 per cent of C., 
A. will hold, indirectly, only 64 per cent of C., but 
C. will be treated as a member of the group. 

Moreover, if B. is a new company, incorporated 
after January ist, 1952, and when it commences 
business 75 per cent or more of its shares are held 
by A. (which may or may not have been established 
in business for a long time), then A. and B. will be 
treated as a group from that date. 

Furthermore, if A. is a new company incorporated 
after January 186, 1952, and when it commences 
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business it holds 75 per cent or more of the shares in 
B. (which may or may not have been established in 
business for a long time), again, A. and B. will be 
treated as a group from that date. 

The Twelfth Schedule also deals specifically with 
another type of situation. Supposing that, on January 
Ist, 1952, A. held 80 per cent of B. and B. held 
8o per cent of C. Basically, there would Бе no group 
at all because C. is less than a 75 per cent subsidiary 
of A., and although C. is a 75 per cent subsidiary of 
B., B. cannot, prima facie, head a group because it is 
itself a 75 per cent subsidiary of А. In this situation, 
А. and B. have the right to elect jointly that B. and 
C. shall be treated as a group, but even so А. and B. 
will not be treated as a group. If the right of election 
is not exercised, it appears that A., B. and C. will all 
be assessed as individual companies, but with various 
consequences of common control, e.g. partial group 
treatment under Section 5o of inter-company divi- 
dends and shareholdings. 

. It is of course possible to have a case where C. is a 
subsidiary of both B. and A. (partly through a fourth 
company D.), but B. is not a eubsidiary of A. In 
that event, C. is to be treated as a subsidiary of such 
one only of A. and B. as the Commissioners of Inland 
Revenue may direct. 

Turning to the break-up of groups, we find that 
there are three changes occurring after January rst, 
1952, which operate to take a company outside the 
group: first, where it ceases to be resident in the 
United Kingdom; secondly, when it is dissolved; and 
thirdly, where the group holding in the company 
falls below 75 per cent. "M 

These provisions appear to have been framed with 
a view to limiting the opportunities for tax avoidance. 
If a company wishes to cease to be resident in the 
United Kingdom by transferring its control abroad, 
it has first to obtain Treasury sanction under Sec- 
tion 468 of the Income Tax Act, 1952, and that should 
take care of any intended tax avoidance. In the second 
case, the Act talks of a member of the group being 
‘dissolved’, ‘meaning, of course, final dissolution 
following the disposal by the liquidator of the whole 
of the company's assets and liabilities, and this 
certainly appears final and irrevocable. ` 

The third case, i.e. where the group holding in 
the company falls below 75 per cent, is limited by a 
proviso to the effect that if the company remains 
under common control, e.g. it is still owned by the 
group as to more than со per cent, it must continue 
to be treated as a member of the group. This un- 
doubtedly is another manifestation of the phobia 
for tax avoidance. 

Having travelled so far, it is already clear that, 
hard as it may be to join a group, it is even more 
difficult to leave one once you are in. But there is 


more still to come. Paragraph 6 of the Twelfth 


Schedule provides, in effect, that save as otherwise 
expressly provided, the group rules shall still apply 
notwithstanding that one of the companies has · 
ceased to be a member of the group. I think that the 
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underlying purpose of this provision is, once again, 
to prevent a group member, upon leaving the group, 
from enjoying any appreciable excess profits levy 
benefits from its new-found independence. In short, 
the departing company- would have to continue to 
use the same standard as it had when it was a member 
of the group — except that it could, if desired, claim 
a minimum standard (paragraph 8 (5)) so long as it 
- did not remain under common control. It would 
not, however, be able, inter alia, to set off its subse- 
quent deficiencies against excess profits of its old 
group, or vice versa; but it would, from the date on 
which it left the group, have its own separate calcu- 
lations for the purpose of the overriding limit. 

One may well wonder why provisions like this 
should have been thought necessary, when Section 69 
gives the Revenue the widest possible powers in 
relation to excess profits levy avoidance transactions 
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in general. I suggest the answer is that the Revenue 
find that action under Section 69 is too much open 
to appeals and arguments; and, rather than resort to 
it too frequently, they preferred to stop as many 
forms of tax avoidance as they could by means of 
unequivocal statutory rules that admitted of no 
argument. 

I end by quoting, with fervent approval, some 
words spoken on a similar occasion recently by 
Mr Macdonald, who said that the only fitting con- 
clusion to a talk on excess profits levy is two minutes 
of silent prayer for the early decease of the (ах. 





1 The funeral is to begin on January rst, 1954, and seems 
likely to drag on for severa Jyears. The ‘rites’ to be followed, 
more commonly known as terminal provisions, are to be 
included in this year’s Finance Bill, but the only one-which 
has been specified so far is that referred to above in foot- 
note (?) on page 483. 


WEEKLY NOTES 


Four Important Tax Decisions 


Last Monday, the House of Lords gave judgment in 
four tax cases which raise important matters of 
principle. The facts and decisions, which will be dis- 
cussed in greater detail in a subsequent issue, are 
briefly as follows. 

'The Corporation of the City of London are bound 
by the Epping Forest Act, 1878, to make good any 
deficit incurred by themselves as ‘Conservators’ in 
preserving and maintaining Epping Forest for the 
enjoyment of the public. After paying the deficit in 
full for many years, the City in 1948-49 deducted tax 
under the purported authority of Rule 19. Тћеу then, 
in their capacity as Conservators, reclaimed the tax 
deducted, on the grounds that maintaining the forest 
was a charitable purpose. The House of Lords have 
now upheld the Cost of Appeal decisión, though for 
different reasons, that they were entitled to do so — 
see C.I.R. v. Corporation of London (as Conservators 
of Epping Forest). 

Harvey о. Breyfogle* and Bray v. Colenbrander? were 
test cases brought by the Revenue in order to chal- 
lenge the principle laid down by the Court of Appeal 
in Bennet v. Marshall ([1938] x К.В. 591; 22 T.C. 73), 
that the locality of the place of payment is the most 
important factor in determining where the source of 
income from an employment is situated and not where 
the employee's duties are performed. Thus, under 
the present rule, Mr Colenbrander, who lived in 
London for his work as London correspondent of a 
Dutch newspaper and was paid in Holland, was tax- 
able under Case V on remittances and not under 
Schedule E. The House of Lords have now affirmed 
Bennet v. Marshall. 


1 See The Accountant, March 1st and July 26th, 1952. А 
2 See The Accountant, June 7th and October 18th, 1952. 
з See The Accountant, June 7th and October 11th, 1952. 


* See The Accountant, March 1st and June 28th, 1952; also 
March 29th, 1952. У 


In Thomas v. Marshall, the House of Lords 
approved Hood-Barrs v. C.I.R. (27 T.C. 385), where 
it was held that an absolute gift was a ‘transfer of 
assets’ and therefore a ‘settlement’ within the meaning 
of Section 21 of the Finance Act, 1936. 


Deduction of Income Tax 


The Board of Inland Revenue has issued to bankers, 
paying agents and others a circular on the effect of 
the Budget resolution reducing the standard rate of 
income-tax from gs 6d to gs. The circular is the first 
since the passing of the Income Tax Act, 1952, and 
takes a different form from those in previous years, 
although its effect is substantially the same. It points 
out that the correct rate of tax to be deducted after 
April sth, 1953, is gs except for payments out of 
taxed sources which became due before April 6th, 
and certain payments in Scotland for the year ending 
May 15th, 1953. 

The circular also deals with the necessary adjust- 
ments where deductions have been made at gs 6d 
instead of gs. For ordinary dividends, the net pay- 
ment is to be grossed up at the new standard rate 
and the resulting gross figure adopted in place of 
the original gross. Other under-deductions made by 
companies are to be corrected on the occasion of the 
next payment, even though the shares etc. may have 
changed hands in the meantime. However, a com- 
pany cannot retain an over-deduction for more than 
one year after the passing cf the Finance Act, 1953. 
Where over-deduction has been made from a pay- 
ment out of public funds or from a payment made on 
behalf of a non-resident, the Inland Revenue will 
refund it as a matter-of grace. The person suffering 
the over-deduction is to apply to his own Inspector 
and to produce evidence of the over-deduction. 
Strictly speaking, recovery should be made direct 
from the payer and this correct procedure will apply 
to all cases not covered above. Where a ‘net United 
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Kingdom rate’ has been computed for a dividend 
(whether preference or ordinary) from which tax 
has been deducted at gs 6d instead of the correct 


amount of gs, the counterfoil of the next subsequent ` 


dividend should contain a reference to the earlier 
over-statement. The net United Kingdom rate for 
that next dividend is to be determined in the normal 


way by subtracting the rate of double tax relief ` 


from the standard rate for the year as finally 
determined. 


Increase in the Gold Reserves - 


A recent leading article made reference to the 
steady improvement in this country’s gold and dollar 
reserves which was continued into March. The 
fi are set out below. Besides the usual split-up 
of the figures to show our balance with the European 
Payments Union and the dollar area, the purchase 
of ‘arbitrage’ commodities in the third and fourth 
quarters of last year is also shown against the back- 
ground of the other movements. 

The major E.P.U. debtor was France. The 
smallness of the dollar surplus is accounted for to a 
large extent by tobacco purchases from the United 
States. The recent schemes to increase the flow of 
capital from this country to Canada have not yet had 


a chance to affect the figures. 
$ million 
Pur Other 
of ‘arbi- gold and Reserves 
E.P.U. таё dollar meri- Change atend 
settle- commo- move- can in 0j 
ment dities = ments aid reserves period 
1952 | 
1st Qtr. —а19 — —417 + 1r —635 1,700 
and Qtr.  —143 — — 73 Фао  — 15 18s 
зга Qtr. —127 — as + i9 +133 — 1685 
qh or. +213  — 145 +181 + 93  -i6i* 1,840* 
onthly 
average + 71 — 48 + бо + 31 +114 == 
1953 
апџагу + 58 — + 30 + 44 +132 1,978 
February + 18 — + 74 + 33 +125 2,10 
ћ + 19 — + 15 +29 +63 216 
* After account of payment of 5181 million on December 


taking 
31st for service of United States and Canadian credits, 


Higher Bank Advances 


Special factors may have been at work in March, such 
as the financing of the second half of the tobacco 
import programme for the season, but the fact 
remains that bank advances were noticeably higher 
last month compared with the month before, than 
they were at the same time a year ago. Ап increase of 
Á25:9 million may be put against a rise of 13:5 
million last year. Indeed, this is the fourth consecu- 
tive month in which advances moved upwards. 

There was a slight fall in investments over the 
month and a rather larger decline in Treasury Bill 
holdings. On the other hand, 'true' deposits were 
higher on the month, a movement at this time of the 
year which has not been seen since March 1948. The 
change is only /21-7 million, but such as it is the 
increase has a causal connection with the higher bank 
advances. ` 
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Budget Reactions 


First reactions to Mr Butler’s second Budget were 
generally favourable and even the criticism of his 

litical opponents was of the muted sort until the 
ast day of the debate. There has indeed been wide 
agreement that this Budget has been a politically 
shrewd one even although the prescription, on 
economic grounds, has been criticized for being 
rather less than full-blooded. Finally the various 
pressure groups who will have an opportunity to 
make their views articulate in the committee stages 
of the Finance Bill have been quick to see discrimina- 
tion at work in certain directions where there have 
been concessions on purchase tax and alterations of 
entertainment duty. 

So far as criticism from the economists has been 
concerned, attention has been concentrated on the 
boldness and risk of the basic assumptions regarding 
revenue and the ability and propensity to save among 
the various private sections of the community. It has 
also been. noted that the food subsidies have not 
been further reduced as part of the tidying up process 
and that most of the concessions in taxation have 
been given to the consumer (if one measures these 
things in terms of revenue lost to the Exchequer) 
rather than to industry ~ and this on an occasion 


- when much was made by the Chancellor of the need 


to aid enterprise. 

‘But these are all comments on a generally accept- 
able framework. Most of the critics would have the 
little more or the little less but agree that the Budget 
was well conceived. 


External Trade Figures in March 


The Annual White Paper on the balance of pay- 
ments position, published recently, dealt a severe 
blow at one’s credulity in the monthly external trade ` 
returns. It looks now as though a rule-of-thumb 
modification of anything from 1o to 20 per cent has 
to be made in the official figures (and not a standard 
то per cent) if anything like a true picture is to be 
gained. It would seem, however, that the monthly 
figures do have the virtue of erring on the conserva- 
tive side so that the outcome is better than the 
statistics would lead one to expect. 

Nevertheless, the official figures are still worth 
recording in these days of a critical balance of pay- 
ments position if only for the negative reason that 
they are all we have. In March, according to the 
provisional figures issued last week, the visible trade 
balance took a turn for the worse compared with the 
results for February. The deficit was just over 
£62 million; in other words, back to the same level 
as in January after having been almost halved in 


, February. The impression given by the figures for 


exports and imports is that while the former con- 
tinue to lag (or at least fail to show any notable 
buoyancy) the latter are kept low by restrictions and 
a favourable swing, which is now several months old, 
in the terms of trade. 
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REVIEWS 


Simon's Income Tax 
(Second Edition) 


Editor-in-Chief: The Rt. Hon. Viscount Simon, 
G.C.S.L, G.C.V.O., D.C.L., LL.D. 
(Butterworth & Co (Publishers) Ltd, London. 
£15 155 per set of five volumes, plus £2 125 6d a year 
for Service; carriage and packing extra.) 

The first edition of Simon was published in 1948 and 
was an event in the history of income-tax, for no one 
had ever before attempted to deal so comprehensively 

with this complex and diverse subject. 

Its success has been unquestioned. 'T'he passing of 
a new consolidation statute has necessitated this new 
edition but much more than a mere bringing up to 
date of references has been achieved. А work of such 
magnitude necessarily requires the services of many 
contributors and in the first edition there was some 
unevenness in the treatment of various subjects. The 
new edition has considerably strengthened the 
weaker links in the chain. Some aspects of income-tax 
which were perhaps indifferently treated have been 
put on a sounder basis. Ап entirely new subject, 
excess profits levy, has been dealt with, briefly, but 
in a highly competent manner. The author gives a 
wider meaning to paragraph 1 (2) (Б) of the Tenth 
Schedule to the Finance Áct, 1952, than the para- 
graph appears to bear, but this slight lapse empha- 
sizes the general excellence of his treatment. 

In the result, Simon is now vastly improved and no 
one who undertakes the difficult task of advising on 
income-tax can safely ignore it. The comprehensive 
index and table of cases which added so much to the 
utility of the first edition are not yet ready, but a 
useful new feature of the second edition is the brief 
index which appears at the end of each volume of the 
main work. 


'The Excess Profits Levy 
by S. W. Magnus, B.A., Barrister-at-Law, and 
Maurice Estrin, A.S.A.A. 
(Butterworth & Co (Publishers) Ltd, London: 
325 6d net) 
This book contains 213 pages: 103 of text, 87 pages 
devoted to reproducing the statutory provisions, and 
21 pages of index. There is also a table of statutes 
and a table of 14 cases cited. The text gives a useful 
brief account of the tax and is designedly kept close 
to the wording of the statutory provisions. Neverthe- 
less some errors have crept in; an additional negative 
appears on page 46, while errors in dates occur on 


pages 52 and 54. The first four paragraphs of : 


article 52 contain an exposition which seems more 
involved than the statute itself. The last of those 
four paragraphs reads as follows: 
“The general rule for profits tax purposes is that 
dividends are chargeable to profits tax unless they 
are received from a company which is itself liable 


to the tax. For the purposes of the excess profits 

levy, however, the profits will always include such 

income, except in those cases which come under 

Finance Act, 1952, Section 50 (i.e. where one com- 

pany holds shares i in another (see Article 132, post)." 

There is a very useful table of alternative standards 
on page 21. The statement on page 41 as to the prac- 
tical effect of paragraph 3 (1) (d) of the Ninth 
Schedule is misconceived. 


Leading Cases in the Law of Banking · 
by Lord Chorley, M.A., Barrister-at-Law, 
and P. E. Smart, LL.B., A.I.B. 


(Sir Isaac Pitman & Sons Ltd, London. 30s net) 


'The names of the authors of the above work would 
alone speak amply for its quality, even if it were not 
that the manuscript was read by Mr John Tonkyn, 
of Barclays Bank. The function of the book is to fill 
the gap which, it is suggested, is to be found in the 
absence of an elementary book on the law, of banking. 
Whether this sort of half-way house between the 
elementary text-book on the one hand and on the 
other the advanced treatise coupled with the law 
reports themselves, is necessary, is a matter of 
opinion, but its usefulness must depend on a due 
appreciation by the student of its limitations. 

The book is well and attractively produced and 
the cases dealt with cover a very satisfactory range. 
Perhaps it is superfluous to emphasize that it should 
be studied side by side with Lord Chorley's Law of 
Banking. 


RECENT PUBLICATIONS 


BANKING, by J. B. Parker, A.1.B. xi-- 160 pp. 7 X 44. 6s net. 
The English Universities Press Ltd, London. 

SKINNER’S PROPERTY SHARE ANNUAL, 1952—53. xlviii+ 321 
pp. 10 X64. 30s net. Thomas Skinner & Co (Publishers) 
Ltd, London. 

Income TAXES IN THE COMMONWEALTH. First annual Іоозе- 
leaf supplement. 9 x 6. 6s 6d net. H.M.S.O., London: 
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Barrister-at-Law. Ixxi+847 pp. 10 x 6. £6 6s net. Stevens 
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Barrister-at-Law. 8 x 54. 5s net. Sweet & Maxwell Ltd, 
London. 
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Clements, M.LE.E., Assistant Commercial Manager, 
British Electricity Au cere „64 pp. 84 x 54. 72 6d net, 
75 9d by post. E Review Publications Ltd. Dis- 
tributed by Iliffe & Des Ltd, London. 

CASE COMMENTARY ON THE INCOME Tax Аств, by C. E. 
Garland, Barrister-at-Law. Companion volume to the 
Sixth Edition of Harrison’s Index to Tax Cases. xL 411 
рр. I0X8. £1 10s od net. H.M.S.O., London. 
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9X54. 12: 6d. net. Jordan & Sons Ltd, London. 
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pp. 8$X 54. 30s net. Jordan & Sons Ltd, London. 
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FINANCE AND COMMERCE 


- However much it may до во in industry, the Budget 
has not provided any major ‘incentive’ to the stock 
market. Two main factors restrict investment opera- 
tion. One is the delayed action in the removal of 
excess profits levy and the other is the Government’s 
intention to maintain a flexible monetary policy. 
Over and above Budget considerations, however, is _ 
the change in temperature of the ‘cold war’. 


Compensation Payments 
We reprint this week the accounts of The Mexican 
Eagle Oil Co Ltd, which are interesting for the 


changed method of dealing with the compensation 


payments being received from the Mexican Govern- 
ment. 

On September 18th, last, the company received the 
fifth compensation instalment of U.S. $8,689,257.85. 
In accordance with the 1947 agreement with the 
Mexican Government, $4,773,615.78 of this amount 
has been allocated to capital and $1,503,688.97 to 
interest. These amounts are in the same ratio as the 
amount of $81,250,000, the agreed value of the 
company's properties as at March 18th, 1938 – the 
date of expropriation – and the amount of $2 5,593,750 
the agreed interest for the period from March 1 
1938, to September 18th, 1948, the first instalment 
payment date. The remainder of the instalment – 
$2,411,953.10 – represents interest for the period 
from September rgth, 1951, to September 18th, 
1952, on the balance of the compensation outstanding 
at the commencement of that period. The total 
amount of interest contained in the instalment is 
therefore $3,915,642.07. 

In accordance with the agreement with the 
Mexican Government the company became entitled 
to receive interest on the value of the expropriated 
assets at the rate of 3 per cent per annum from 
March rgth, 1938, to September 18th, 1948. It 
was the value of the assets at March 18th, 1938, plus 
the interest to September 18th, 1948, which made 
up the capital sum to be repaid to the company in 
the form of fifteen annual instalments which also 
include the interest accruing after September 18th, 


1948. 
Account Transfers 

Up to December 31st, 1951, the part of the interest 
accrued from March x8th, 1938, to September 18th, 
1948, that had been collected had been accumulated 
in surplus account, while the uncollected part was 
shown as a credit balance in the accrued interest 
account. Ја view of the nature of this interest accrued 
prior to September 18th, 1948, it is now considered 
more appropriate to credit the whole of it to the 
general reserve as a capital item and as a consequence 
as at January 1st, 1952, 51,106,714 pesos were trans- 
ferred from surplus account and 166,589,841 pesos 
from accrued interest account. 

The accrued interest account therefore no longer 


contains any of the interest which accrued prior to 
September 18th, 1948, and the balance on this 
account represents a credit for interest for the 


period September 19th to December 31st, 1952. The 


payment of this interest will form part of the instal- 
ment due on September 18th, 1953. 
‘The 166,589,841 pesos transferred to general 
epresents the balance of interest accrued to 
tember 18th, 1948, not due for payment at 
December 31st, 1951. Out of the fifth instalment 
received on September 18th, 1952, 13,006,910 pesos 
($1,503,688.97) were applied to this type of interest 
and therefore the balance of this interest not due for 
payment at December 31st, 1952, із 153,582,931 
pesos, which is shown as an asset item in the balance 
sheet. 
Quinquennial Valuation 
While declining to be drawn into any controversy 
on the question, Colonel Gilbert Norton, chairman 
of the Yorkshire Copper Works Ltd, has favoured 
us with a broad outline of the reasons which have 
led the company to adopt a quinquennial valuation 
of assets. We first referred to the position on January 
31st in these notes and reported that the valuation at 
July 3186, 1952, produced a surplus of £880,966 with 
fixed assets at £2,462,921. This, it was stated in the 
company's accounts, would increase the charge for 
depreciation by some £70,000 a year. 

We invited Colonel Norton to reply to the ques- 
tions put by Mr Paul Irons, А.С.А., in this column 
on March 21st. Mr Irons asked, in effect, how depre- 
ciation based on a valuation every five years could be 
considered as being on 'current values', what was 
the valuation basis and on what arithmetical basis 15 
the revised rate of depreciation computed. 

Colonel Norton, beyond stating that the valuation 
was on a 'conservative going concern basis', confines 
his remarks to a general view of the position rather 
than to a discussion of particulars. Broadly he con- 
siders the quinquennial valuation meets, so far as is 
possible within a simple and straightforward frame- 
work, the need for an alternative to ‘original cost’ 
accounting. 

Mr Irons' first point, however, must plainly indi- 
cate that the system is not a complete answer, and 
from Colonel Norton's remarks it is apparentlv not 
intended to be. It is an answer rather than the 
answer, but it is an answer the company at least 
considers adequate. 


Money Market 

Treasury bill applications on April ryth totalled 
£360,820,000, there being a sharp increase in outside 
tenders. The market’s quota was reduced to 45 per 
cent of requirements, against 62 per cent the previous 
week. The average rate was {2 8s 3'514 per cent and 
this week's offer is {210 million against maturities 
of £190 million. 
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COMPANIA MEXICANA DE PETROLEO 'EL AGUILA', $.A. 
(The Mexican Eagle Oil Company ted) 
A company registered under the laws of the United Mexican States 
(Rate of exchange both at December 31зе, 1951, and December 31st, 1952, was 8.65 pesos == $1.00 U.S.Cy.) 
Accrued Interest Account for the Year ended December 3ist, 1952. 
. А Pesos 
Balance brought forward from 1951 ($19,944,304.83 U.S.Cy.) being the balance of Interest accrued to December 31st, 1951 172,518,236.79 
Deduct: 
Transfer to general reserve tef Interest Metus up to September Hes 1948, not matured at December alse 1981 ($19,258,341. tf 
U.S.Cy.) . .. t xw 5 “= .. 166,589,840.60 
Balance ($685,363.72 U,S.Cy.) being interest accrued for th rod ember 19th to December 3155, 1951, not due for payment 
until September 18th, "T T раро Ио рон с нз са 5,928,396.19 
Interest accrued during 1952 (52,360,172.75 U.S.Cy,) .. m iy А ВА s ji Yi X Уа T 20,415,49427 
26,343,890.46 
Deduct: 
Amount transferred to surplus account ($2,411,953.10 Veen being that part of the instalment received or Ме 1352 
from the Mexican Government applicable to Interest accrued from September I9th, 1951, to September 18th, 20,863,394.31 
Balance ($633,583.37 U.S.Cy.) being Interest accrued for the period September 19:Һ, to December 3149, 1952, ей to ‘balanco о 
Surplus Account for the Year ended Decembor 3166, 1952 
Pesos Pesos 
Balance brought forward from 1951 . Ў 85,827,069.28 
Deduct: 
rane to general reserve eek interese seerued up to Septembr 18th, 1948, and collected at Decembar 355 srice7ia ol 
34,720,355.27 
Dividends in respect of year 1951: 
32 Mexican cents per share on Preference Shares .. "IE CIE а Maer ge Шу 272,000.00 
32 Mexican cents per share on Ordinary Shares .. as v ~ РЕ vs 5s sic e 4,506,483.52 
: ЕЕЕ 4,778,483,52 
29,941,871.75 
Transfor from accrued Interest account (52,41 [,953,10 U.S.Cy.) being that part of the instalment received September 
(8th, 1952, from Mexicen Sovernment tpplicable с to уге азтай from September lais 1951, to Sepcamber 
8th, 1952 .. *« „ sa кж s6 20,863,394.31 
Sundry revenues less ТРИ thereon .. s ix P E» xs 980,125.57 
51,785,391.63 
Deduct: | 
Office and genera! expenses Др "s ss ae s 1,790,050.76 
E | плес! ith ch in: пагах Iul; ind of divide dis E .. T T 504,370.43 
xpenses In co on w anges capital an panier jen l 421.19 
49,490,970.44 
Transfer to legal reservo bs 2% zx E ES e 2$ .. 956,107.22 
Balance carried to balance sheet E ЯЯ - da e " m ES v 2x 48,534,863.22 
` Issued Capital as at December 3186, 1952 
ў ) 3 Preference . Ordina 
= д $t 47: Shares Total 
е Ў Pesos Pesos Pesos 
Issued capital at December 3] st, 1951: а | 
850,000 Participating Preference Shares of no par value, fully paid .. — .. - A 21,250,000 21,250,000 
14,082,761 Ordinary Shares of no par value, fully paid ee is m .. ae 352,069,025 352,069,025 
14,932,761 i : Я 21,250,000 352,069,025 373,319,025 
Modification in the paid-up capital by virtue of shareholders’ resolutions of October 3ist, 1952, 
whereby the pald-up capital of the company was reduced by 59,731,044 pesos to 313,587,981 pesos 
by repaying that amount of pald-up capital, namely 4 pesos per share, co the preference and 
ordinary shareholders, thereby reducing the amount раа up о on each share to 21 pesos. 
14,932,761 Shares at 4 pesos each .. а а и T Е па Ue ју «а 3,400,000 56,331,044 59,731,044 
Istued capital at December Jist, 1952: | 
850,000 Participating Prefarence Shares of no par value, fully paid па $e om 17,850,000 17,850,000 
14,062,761 Ordinary Sharas of no par value, fully paid T$ ss qi S^ eite is xà 295,737,981 295,737,981 
14,932,761 - | | 17,850,000 295,737,981 313,587,981 
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CURRENT LAW 


Sale of Goods: force majeure 


A contract note covering an agreement for the sale 
of goods stipulated: ‘Conditions, prime quality bars 
to B.S.S. 15 specification. Bundled in one ton lots 
and subject to force majeure conditions, that the 
Government restricts the export of the material at 
the time of delivery.’ 

McNair, J., in an action for damages for repudia- 
tion, held that ‘force majeure conditions’ meant clauses 
‘or stipulations. But as the contract did not.indicate 
what conditions were intended, it was so vague as to 
have no certain meaning and thus there was no 
enforceable agreement. (British Electrical and Asso- 
ciated Industries (Cardiff) Ltd v. Patley Pressings 
‘Ltd; Reid Bros (Glasgow) Ltd, Third Party; Douglas 
Scott Ltd, Fourth Party) (Law Times, January 9th, 
1953.) 

Contract: Repudiation 


In fames Shaffer Ltd v. Finlay Durham & Brodie 


(Solicitors! Journal, January тоћ, 1953), Streatfeild, 
J., held that the defendants had repudiated in the 
following circumstances. The plaintiffs were manu- 
facturers and the defendants export distributors, 
the latter in 1947 contracting to pass on to the former 
orders to the extent of £80,000 in any one year, the 
agreement being for fifteen years with a break at 
ten. In 1948 continental import restrictions prevented 
the defendants from finding sufficient orders to meet 
their contract which, in negotiation with the plaintiffs, 
they interpreted to mean that they were bound to 
pass on only the orders they received. The plaintiffs 
'took this intimation as repudiation and sued for 
damages. The learned judge upheld this view. 

The Court of Appeal, however, held otherwise. 
The test was whether the defendants had shown an 
intention to abandon the contract. The defendants 
were wrong in their construction for they were under 
an unqualified obligation to supply orders to the 
tune of {£80,000 per.annum. But they had not re- 
pudiated the contract. 


'Trusts: Variation – Powers of Court 


Тће Court of Appeal reversed the decision of 
Roxburgh, J., in three appeals heard together – 
Ке Downshire's Settled Estates, Downshire (Marquis) 
v. Royal Bank of Scotland; Re Chapman’s Settlement 
Trusts, Chapman v. Chapman; Re Blackwell’s 
Settlement Trusts, Blackwell о. Blackwell. The follow- 
ing are the facts of the first, taken from the Law 
Journal of January 23rd, 1953: 

By a deed of resettlement, dated September 23rd, 
1915, the settled properties, consisting of land and 
‘invested capital. moneys, were resettled to uses 
under which the life interest of the plaintiff, а 
bachelor, was subject to protective trusts and, in 

: the event of forfeiture, there was a discretionary 
trust during the rest of his life in favour of himself, 
his wife and his issue. The limitations after his death 


- The defendant was the master of the Rose 


~ 


were to his first and other sons successively according 
to seniority in tail male (there were none), wi 
remainder to the second defendant (the plaintiff's 
brother) for life, with remainder to the third 
defendant absolutely. T'he resettlement gave to the 
tenant for life in possession powers of charging for 
jointure and portions. By a deed dated May 3oth, 

1952, the only son of the second defendant disen- 

' tailed the entirety of the settled property. A scheme 
was proposed whereby the plaintiff would surrender 
his interest for life in £700,000 (being the bulk of 
the capital moneys) so as to accelerate the interests 
in remainder, and would release such moneys from 
his powers of charging for jointure and portions. 

At the same time, the second defendant would 

similarly release his life interest in favour of the 

remainder, and also his powers of charging. In 
order to surmount the protective trusts, the scheme 
provided (i) that the plaintiff's surrender of his 
interest should not be treated as causing a forfeiture 
of his life interest in the settled land, and (ii) that 
the trustees should be required to release the 
£700,000 from the discretionary trusts affecting 
them during the plaintiff's life. Provision was made 
for the contingency of the plaintiff's marriage and 
his having issue, and there were. other ancillary 
provisions. Approval of the scheme (the object of 
which was to save estate duty) by the Court was 
sought under its inherent jurisdiction or under the 

Settled Land Act, 1925, Section 64 (1). 

The Court decided that the scheme constituted a 
compromise which it had power to, and would, 
approve; it was a 'transaction' for the benefit of 
persons interested in the settlement and one which the 
Court was competent, and ought, to approve under 
the Settled Law Act, 1925, Section 64 (x). Neverthe- 
less, the Court had no jurisdiction to sanction the 
Scheme under its general jurisdiction. 


International Law: Expropriation by 
Foreign State 
Campbell, J., in the Supreme Court of Aden found 
for the plaintiffs in Anglo-Iranian Oil Co Ltd v. 
jaffrate (Solicitors Journal, January 31st, 1953). 
Mary, a 
Panama owned ship, flying the Honduras flag, 
chartered by a Swiss company to carry oil bought 
from the Iranian Government. The plaintiffs claimed 


-the oil as owners under a convention dated 1933 


made between them and the Iranian Government. 
They alleged that the latter had ousted them under a 
nationalization law which expropriated the oil and to 
which, therefore, the English Courts would not give 
effect. 

The master pleaded that he had been coerced into 
entering Aden, but the learned judge held that he 
had entered under instructions which he was bound 
to obey. 

The learned judge, moreover, accepted the 
reasoning of the plaintiffs and gave judgment for 
them accordingly. 
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Will: Gift until Beneficiary: Marries 
In Re Henry; Mussett v. Henry, Upjohn, J., held 
that a gift fell into residue by which the beneficiary 
was to receive the income from {2,000 until she 
married and thereafter the principal sum to be 
settled upon her for her benefit as the trustees 
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might think best. The beneficiary died unmarried. 

'The learned judge held that the disposition could 
not properly be described as a gift over, but it was 
the testator's intention to dispose of the capital on 
the beneficiary's marriage (distinguishing Rishton v. 
Cobb ([1839], 5 My. & Cr. 145)). (Solicitors! Journal, 


February 21st, 1953). 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Professional Fees 


Sm, – A number of letters have appeared in The 
Accountant on the subject of accountants’ remunera- 
tion, either as principals or employees. 

А reasonably good salary for a newly qualified man 
in pensionable and secure employment is about £750 
(clear of pension deductions) – equal to about £330 
pre-war. Áccepting a decline in middle-class living 
' standards (absolutely as well as relatively) £600-£650 
' would appear to be a reasonable minimum, yet one 
sees situations wanted at „500, and even less! 
Probably fees charged by principals are similarly 
depressed. 

Can anyone explain why the profession is so poorly 
remunerated and perhaps offer some suggestions 

for improving matters? 

' . Are other professions as badly off? 
Yours faithfully, 


£625. 
Unqualified Accountants 
SIR, – I refer to my letter under the above heading 
appearing in your issue of April 18th, 1953. 

I cannot agree with your footnote in which you 
state that the specific mention of the 'recognized 
accountancy bodies' indicated clearly that other 
bodies do not consist of 'quacks' or 'unqualified 
persons’. 

This solitary mention of the ‘recognized account- 
ancy bodies’ does not, in my view, provide any 
answer to my letter. The context of this was only in 


immediate relation to the draft Public Accountants - 


Bill. 

I still maintain that it would have been only fair, 
even if just on one of the nine occasions on which 
‘chartered accountants’ were mentioned, to have 
included some such words as for members of other 


recognized bodies’. 
Yours faithfully, 
London, WCr. L. W. N. MELNICK. 


Sir, - Mr Melnick’s letter in your issue of April 18th 
shows a lack of appreciation on his part of the position 
held by Тће Institute of Chartered Accountants in 
England and Wales. It is the only accountancy body 
in England and Wales that derives from the Crown, 
having been incorporated by Royal Charter granted 
by Queen Victoria. In this respect it is entirely 


different from the other accountancy bodies in 
England and Wales, all those of which I have 
knowledge being limited liability companies. 

Not only in this respect is the Institute unique. It 
has a reputation and standing that far transcend 
those of any of the other bodies, and the go 
majority of its members consider that the holding 
of any additional accountancy qualifications detracts 
from, rather than enhances, the highest of ali 
qualifications. 

. Accordingly, it is refreshing to hear from time to 
time the modest eulogies of chartered accountants 
by their President. 

Your obedient servant, 


_ London, ИС. B. J. DAVIS. 


Business Forecasting 


S, ~ I have read with very much interest Mr A. P. 
Ravenhill's article on ‘Business Forecasting’ in your 
issue of March 2181. 

I was, however, rather surprised to find that under 
the heading ‘Implementation’, he suggested that 
figures of actual resulta should be compared cumu- 
latively with the corresponding period of the previous 
years' results in addition to the budget. 

Surely when the budget is being prepared the 
results of the previous year would be taken into 
account if they might have any bearing on the future 
and if they had not, surely there is no value in a 
comparison. 

If Mr Ravenhill would care to give his feelings on 
this point I think they would be of general interest, 
because I have attended a number of discussions from 
time to time on this point and it has usually been felt 
that if a budget is properly compiled this should be 
the one and only yardstick. 

Yours faithfully, 
H. J. FINDEN-CROFTS, 
Chief Accountant, 
S. C. Јонмѕом & Son Lr». 


West Drayton, Middx. 


[Mr A. P. Ravenhill writes: Your correspondent 18 
theoretically correct; in practice it is realized that the 
compilation of the annual plan is a difficult task and so 
a comparison with the past may lead to better fore- 
casting in the future.] 


é 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


REPORT OF THE COUNCIL FOR 1952 


We reproduce below the annual report! ај the Council of The Institute of Chartered 

Accountants in England and Wales for the year 1952 to be presented to the seventy- 

second annual meeting of the Institute, which will be held on Wednesday, May 6th, 

1953, at 2 p.m. at the Hall of the Chartered Insarance Institute, 20 Aldermanbury, 
London, EC2 


Her Late Majesty Queen Mary 


At its meeting on April rst, 1953, the Council passed the 
following resolutions: 


"That the President, Vice-President and Council of 
'The Institute of Chartered Accountants in England and 
Wales, on behalf of themselves and the Fellows and 
Associates of the Institute, desire humbly and respectfully 
to convey to Her Majesty Queen Elizabeth II and the 
other Members of the Royal Family, their profound grief 
and sympathy in the irreparable loss which they and the 
nation have sustained by the death of Her Most Gracious 

Majesty Queen Mary. 

ta copy of the above resolution be forwarded to 
the Secretary of State for Home Affairs.’ 


The Coronation of Her Majesty Queen Elizabeth II 


1. At the first meeting of the Council in the year 1953, the 
President opened the proceedings with the following words: 


‘This year of which we are now on the threshold is to 
be а momentous time for Her Majesty the Queen, and, 
through Een for us. 

‘In that stirring Christmas address in which she 
pe and enhanced the tradition handed to her by 

er father and her grandfather, she asked for our prayers 
во that she may have support in the solemn vows which 
she is to undertake next June. 

“We of this Council and on behalf of our Institute do 
here and now pledge ourselves to respond in every 

. practicable way to Her Majesty’s call. We shall esteem it 
а high privilege that as citizens we are to have an oppor- 
tunity, however small, to share in her great undertaking. 
We shall pray earnestly that she may be given all the 
strength and support which she will undoubtedly need 
to make her reign the happy period which we so sincerely 
wish for her. 

*In that spirit, that we may serve Her Majesty and her 
subjects loyall and well both in our general duties E 
citizens and also in our own special field of activity, I 
. extend to each and every member of the Council, to the 

eneral body of members of the Institute and to the 

танана 8 officers and staff, my very best wishes for 1953.’ 


2. The President has been allotted a seat in Westminster 
Abbey for the Coronation of Her Majesty Queen 
Elizabeth II. 

Coronation Reception 
. To mark the Coronation a reception will be held by the 
nstitute at the Royal Festival Hall on the evening of 
Wednesday, July 8th, 1953. Particulars will be sent to all 
members of the Institute with this report. Тће Council 
hopes that there will be an attendance of members with 
their ladies and guests which will symbolize the importance 
of the occasion and the desire of the Institute, as a body 
incorporated by on Charter, to participate in its 
celebration. 


President and Vice-President 


ў; At the meeting of the Council held on Wednesday, 
une 4th, 1952, Mr Thomas Buston Robson, M.B.E., M.A., 


x 
t 


Е.С.А., London, was elected President for the ensuing year 
in succession to Mr Charles William Boyce, C.B.E., F.C.A., 
Bradford. Mr James Blakey, r.c.4., Manchester, was 
elected Vice-President. 


Council and Committee Meetings 


5. During the year 1952, the Council met on 13 occasions, 
on 11 of which both special and ordinary meetings were 
held. The following committees held 178 meetings: 


Applications .. .. II General Purposes .. 1 

Disciplinary .. ss 13 Investigation .. 15 

District Societies .. 3 Library .5 4 

Examination .. .. 4 Parliamentary Гат 12 

Finance ИА БРИ | o P. D. Leake .. <u 3 
Special and sub-committees .. .. QI 


Attendances at meetings of the Council and of committees 


- were in total 86 per cent of the possible attendances. The 


foregoing table does not include meetings with representa- 
tives of other bodies on matters requiring joint consideration 


Constitution of the Council 


6. The membership of the Council now includes five 
members not in practice, во that the proposals of the Council 
which were adopted at the annual. meeting in 1950 Gie. 
paragraphs 4 to 6 of the report for 1949*) have been fully 
implemented. 


Council Resignations 


7. The Council has to report with regret the resignation of 
the following from membership of the Council: 


Mr Thomas Fleming Birch, Р.С.А., Leicester, a member 
of the Council since 1934, a past chairman of the 
Applications Committee and one of the Council repre- 
sentatives on the Taxation and Research Committee. 

Mr Henry Crewdson Howard, F.c.a., London, а 
member of the Council since 1924 and Vice-President of 
the Institute in 1947. He was a past chairman of the 
General Purposes and Planning Committees. 

Mr William Roberts MacGregor, F.c.A., Liverpool, a 
member of the Council since 1936 and a past chairman 
of the Finance Committee. 

- Mr Ernest Evan Spicer, в.С.А., London, a member of 
the Council since 1937 and a past- chairman of the 
Examination and Library Committees. 

*Mr Thomas Alexander Lacy Thompson) D.8.0., M.C., 
В.А., A.C.A., Newcastle upon Tyne, а member of the 
Council since 1951. 

*Denotes member not in practice, 


New Members of the Council 


8. The vacancies on the Council caused by the resignations 
reported above have been filled as follows and in accordance 





ln appendices and references to them in the report are not reproduced, – 
tor. : 


з Sea The Accountant, April 29th, 1950, at page 466, 
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with Bye-law 13 a resolution confirming the appointments 
will be submitted to the annual meeting: 
Mr Douglas Archibald Clarke, LL.B., F.C.A., London. 
"Мт Jack Clayton, A.C.A., London. ' 
Mr Eric Carpendale Corton, F.c.a., Leicester. 
*Mr William Wallace Fea, B.A., A.C.A., Smethwick. 
Mr Ernest Frederick Golden Whinney, M.A., E.C.A. 


London. 
*Denotes members not in practice. 


Retirement and Election of Members of the Council 


9. The following members of the Council retiring under 
Bye-law 5 are eligible for re-election. The names of the 
members in practice having been submitted to the district 
societies concerned and no other nominations having been 
made, the Council recommends their re-election: 
Mr Harold Garton Ash, 0.B.E., M.C., F.C.A., London. 
Mr William Gordon Campbell, B.A., F.c.4., London. 
Mr William Speight Carrington, Е.С.А., London.’ 
Mr Stanley William Cornwell, F.c.a., Bristol. 
Mr Arthur Seymour Hamilton Dicker, M.B.E., F.C.A., 
Norwich. 
*Mr James Stuart Mackenzie, A.C.A., Manchester. 
Mr Charles Maxwell Strachan, О.В.Е., F.c.A., Hull. 
Mr George Lawrence Capel Touche, B.A., F.C.A., 
London. 
Mr Alexander Dalrymple Walker, F.c.a., Liverpool. 
*Denotes member not in practice, 


Hospitality 


10. President's dinner. In accordance with custom, the 
President's dinner was held on the evening of Tuesday, 
May 6th, 1952, the day preceding the annual meeting of 
the Institute. The names of those present were reported in 
The Accountant of May 10th, 1952. 

11. Special luncheon. 'The President and members of the 
Council entertained Sir Geoffrey Heyworth, Chairman of 
Unilever Ltd, Sir Frank Lee, K.C.B., C.M.G., Permanent 
Secretary, Board of Trade, Sir James Turner, President of 
The National Farmers’ Union, Mr S. P. Chambers, C.B., 
сл.8., Deputy Chairman of Imperial Chemical Industries 
Ltd, Dr R. L. James, M.A., PH.D., High Master of St Paul's 
School, Mr Gordon Newton, Editor of The Financial Times, 
and Colonel Н. C. Smith, C.B.E., D.L., J-P., M.INST.C.E., 
Chairman of Тће Gas Council, at a luncheon held in the 
Oak Hall of the Institute on Tuesday, November 4th, 1952. 


Membership Changes 


12. During the year 1952, 949 new members were admitted 
and 3 former mem became members again through 
revocation of their exclusion. Under clause 22 of the 
supplemental Royal Charter, 8 members were excluded for 
non-payment of subscriptions, 4 members were excluded 
for discreditable conduct and 1 member was excluded for 
having failed to satisfy a judgment debt. One member was 
suspended from membership for a period of six months. 
Twenty-seven members resigned and the deaths of 134 
members were reported. . 

13. 'The admission of two members became void under 
Bye-law 41. One of them was later admitted and is included 
in the total of 949 above. The other has not yet made a 
further. application. 

14. À resolution of the Council admitting a person to 
membership on March sth, 1952, was rescinded at the 
Council meeting on May 7th, 1952, the person concerned 
having been charged and found guilty of uttering a forged 
document with intent to deceive, namely a document 

urporting to be a certificate of admission to a degree of a 
United Kingdom university, by virtue of which he had been 
permitted to serve under articles for the reduced period of 
three years allowed for graduates. 

15 The number of members of the Institute on January 
1st, 1953, was 16,856 against 16,079 on January Ist, 1952, 
being an increase of 777. The variations are shown by the 
following statement: 
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a) 5 Fellows not in practice became fellows in practice, 
b) 193 Associates In practice became fellows In practice. 
с) 44 Fellows in practice became fellows not in practice. 


7 Fellows in practice became fellows not In England or Wales. 
о 3 Fellows not in England ог Wales became fellows not in practice, 
1 Fellow not In practice became а fellow not in England or Wales, 
) 15 SUAM not in England or Wales became fellows not in England 
r 


P 38 Associates in practice became associates not in practice. 


А) т Associate not in 
A 59 Associates not in England ог Wales became associates not in practice, 
ли) г 


Fellowship 


16. During the year 1952, 208 associates were elected to 
fellowship. | 


Charge for Replacing Lost Certificates 


17. The Council decided on July and, 1952, that in future 
the charge for a new certificate of membership, fellowship 
or practice, when the original has been lost, shall be ros 
(previously 5s) per certificate. 


List of Members 


18, Some economy has been achieved in the cost of the list 
of members for 1953. This has been done in two ways, 
First, the number of pages in the topographical section has 
been reduced by the omission of individual entries for 
members whose names are also included in the entries for 
their firms; second, by a decision to present many of the 
complimentary copies in alternate years only instead of 
annually. 

19. As a further measure of economy and following 
suggestions received from a number of members that it is 
not necessary for each member of the Institute to have a 
copy of the list of members every year, the Council has 
decided that as an experiment all members of the Institute 
shall be invited to complete a request for a copy of the list 
of members for 1954. A separate notification in regard to 
this matter will be sent to members with this report. If this 
scheme, which has been approved by representatives of all 
district societies, is found to work satisfactorily and to 
achieve a sufficient economy, it will be followed in future 
years. The Council has also considered suggestions that it is 
not necessary for the list of members to be published each 
year and that in those years in which it is not published 
there should be instead a list of alterations. The number of 
alterations which occur each year is, however, so great that 
the Council considers that such a procedure could not be 
satisfactory. 
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Reduced Subscriptions: Retired Members 


20. The subscriptions of 385 retired members were reduced 
to £1 1s od for the year 1952 after consideration of applica- 
tions under Bye-law 43. 


Disciplinary Action 


21. Disciplinary action has been taken since the last report 
in the following cases as а result of formal complaints 
preferred by the Investigation Committee to the Disciplinary 
Committee. The findings and decisions of the Disciplinary 
Committee, or where applicable the Appeal Committee, 
have been or will be published in The Accountant. 


(a) Exclusion 

À member was excluded from membership, having been 
found guilty of acts or defaults discreditable to а member 
within the meaning of clause 21 (3) of the supplemental 
Royal Charter in that (i) between April 21st, 1950, and 
April 26th, 1950, he presented to a society a series of 
cheques drawn by him to the amount of £2,254 in respect 
of which he stopped payment, and (ii) despite repeated 
requests he failed to hand over to a company, of which 
he had been the secretary, certain books and papers of 
the company until ordered so to do by the Queen's Bench 
Division of the High Court of Justice, and (iii) despite 
such repeated requests and the making of such order he 
still failed to hand over such books and papers of the said 
company; further that on April roth, 1951, he was 
convicted for defaults in filing returns under Section 342 
of the Companies Act, 1948, relating to a company of 
which he was the liquidator; further that on September 
25%, 1951, he was convicted for defaults in filing returns 
under Section 342 of the Companies Act, 1948, relating 
to the same company of which he was the liquidator. 

A member was excluded from membership, having 
failed to satisfy a final judgment for £500 plus interest 
obtained against him. 

A member was excluded from membership, having 
been found guilty of acts or defaults discreditable to a 
member within the meaning of clause 21 (3) of the 
supplemental Royal Charter in that (i) despite repeated 
requests from the solicitors acting for a limited company, 
of which company he was receiver and manager, he failed 
to deliver within a reasonable time or at all the accounts 
required of him as such receiver and manager, and (ii) 
he failed to perform his duties under the Bankruptcy 
Acts, 1914 and 1926, as a trustee in the bankruptcies of 
each of two persons by needlessly protracting his trustee- 
ships without probable advantage to the creditors and 
was removed by the Board of Trade from such offices by 
reason of such failure, and (iii) he failed to perform his 
duties under the Bankruptcy Acts, 1914 and 1926, as a 
trustee in the bankruptcies of each of five persons by 
refusing, neglecting or omitting to send to the Board of 
Trade his accounts as such trustee as aforesaid or to 
forward to the Board affidavits of no receipts or payments, 
notwithstanding that he had been called upon so to do 
and was removed by the Board of Trade from such 
offices by reason of such failure, and (iv) his conduct as 
liquidator of each of three limited companies in com- 
pulsory liquidation was unsatisfactory and that as a result 
of complaints by the creditors and application to the 
Court, he was removed by orders of the Court from such 
offices, and (v) he failed to reply to seven letters from the 
Secretary of the Institute. 

" А member was excluded from membership, having 
been convicted of divers offences of embezzlement. 

A member was excluded from membership, having 
been found guilty of an act discreditable to a public 
accountant and a member within the meaning of clause 
21 (3) of the supplemental Royal Charter in that ће 
between March 1950 and May 1952 misappropriated 
funds belonging to a client. 

A member was excluded from membership, having 
been found guilty of acts or defaults discreditable to a 
member within the meaning of clause 21 (3) of the 


supplemental Royal Charter in that (i) despite repeated: 
requests he failed to return to a limited company cheque 
book counterfoils and bank paying-in book counterfoils 
belonging to that company, and (ii) déspite repeated 
requests he failed to return to another company books 
and papers belonging to that company. 

A member was excluded from membership, having 
been found guilty of acts or defaults discreditable to a 
member within the meaning of clause 21 (3) of the 
supplemental Royal Charter in that (i) following the 
dissolution in or about the month of October 1952 of his 
partnership in a firm of chartered accountants he failed 
and neglected to take any steps to provide for the con- 
tinuance of service under articles of two clerks then. 
articled to him, and (it) he failed and neglected to reply 
to three letters from the Institute. 

Eight members were excluded from membership for 
having failed to pay the subscription payable in respect of 
the year 1952 for four months after the same had become 

ue, 


(b) Suspension 

A member was suspended from membership for a period 
of six calendar months, having been found guilty of acts 
or defaults discreditable to a member within the meaning 
of clause 21 (3) of the supplemental Royal Charter in that 
(i) between March 1952 and June 1952 he failed to return 
to a company, of which he was the auditor, their books 
and accounts despite repeated requests so to do, and (ii) 
he failed to reply to four letters from the Secretary of the 
Institute, all relating to such failure to return books and 
accounts, and (iii) he failed to reply to four letters from 
the Secretary of the Institute, all relating to failure of 
his articled clerk to maintain membership of a students’ 
society during his service under articles. 


A member was reprimanded, baving been found guilty of 
an act or default discreditable to a member within the 
meaning of clause 21 (3) of the supplemental Royal 
Charter in that he permitted and/or failed to take proper 
steps to prevent the publication in a certain periodical 
of an article which constituted an advertisement of him- 
self in his capacity as an accountant. 

А member was reprimanded, having been found guilty 
of an act or default discreditable to a member within the 
meaning of clause 21 (3) of the supplemental Royal 
Charter in that (1) despite repeated requests made to him 
during the year 1951 he failed to hand over to a firm of 
chartered accountants accounts and papers belonging to a 
certain person required to enable the firm in its professional 
capacity to complete the accounts of the said person, and 
Gi) he failed to reply or to take any action in response 
to communications addressed to him by the Institute on 
three dates in November and December 1951. 

A member was reprimanded, having been convicted 
in a Magistrate’s Court of travelling on the railway 
without paying his fare. 

A member was reprimanded, having been found guilty 
of acts or defaults discreditable to a public accountant or 
a member within the meaning of clause 21 (3) of the 
supplemental Royal Charter in that (i) in a letter dated 
July 8th, 1947, he induced or attempted to induce a 
person to acquire securities in a company by intimating 
that the said securities were only being made available 
as a favour to such person, which intimation he knew to- 
be misleading, and (ii) in a letter dated November 18th, 
1947, he induced or attempted to induce a person to 
acquire securities in a company by stating that the said 
securities were only to be made available on the basis .of 
allotments from £2,500 to £5,000 and intimating that the 
said securities were only being made available as a favour 
to such person, which statement and intimation he Knew 
to be misleading. 

А member was reprimanded, having been found guilty 
of an act or default discreditable to a member within the 
meaning of clause 21 (3) of the supplemental Royal 
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Charter in that in February 1952 he made a charge to a 
client based on a percentage of the amount recovered for 
the said client by way of repayment of income-tax. 

A member was reprimanded, having been found guilty 
of acta or defaults discreditable to a member within the 
meaning of clause 21 (3) of the supplemental Royal Charter 
in that be had neglected to reply to three letters addressed 
to him by the Registrar of Companies relating to his 
receivership of a limited company and that he had also 
neglected to reply to two letters on the same matter 
addressed to him by the Secretary of the Institute. 

A member was reprimanded, having been found guilty 
of acts or defaults discreditable to a member within the 
meaning of clause 21 (3) of the supplemental Royal Charter 
in that (i) having been instructed in connection with the 
sale of the shares and assets of a limited company to 
discharge certain liabilities of that company he failed 
during the period from July 1951 to December 1951, 
despite repeated requests to discharge one of the said 
liabilities of approximately £50, and (ii) despite repeated 
requests made to him during June, July and August 

' 1952, he failed to hand over certain books of account, 
receipts, statements and papers relating to the aforesaid 
company and the sale of the shares and assets of that 
company, and (iii) despite repeated requests made to 
him during the period from April to September 1952, he 
failed to hand over to a second limited company or its 
auditor or solicitors certain books and papers to enable 
the audit of the accounts of the said company to be 
prepared, and (iv) he failed within a reasonable time or 
at all to carry out the duties entrusted to him in relation 

` to the settlement of the tax affairs of a client, and (v) 
he failed, despite repeated requests made to him since 
June 1952, to give to a firm of accountants the informa- 
tion relating to the said tax affairs of the aforesaid client 
required by that firm for the preparation of the accounts 
of the said client, and (vi) he failed to reply or take any 
action in response to seven communications addressed 
to him by the Institute. 

А member was reprimanded, having been found guilty 
of acts or defaults discreditable to a member within the 
meaning of clause 21 (3) of the supplemental Royal 
Charter in that (i) he knowingly issued inaccurate 
certificates dated respectively February 22nd, 1952, and 
October 4th, 1952, to the effect that a certain person had 
duly served with him under articles in accordance with 
the provisions of the Royal Charters and bye-laws of the 
Institute, and (ii) he failed during the period from May 
15th, 1951, to August 17th, 1952, to ensure that the said 
person served him as articled clerk in accordance with 
the provisions of Bye-law 58. 

А member was reprimanded for having failed to pay 
the subscription payable in respect of the year 1952 for 
four months after the same had become due. 

(d) Admonishment 

Six members were admonished for having failed to pay 
the subscription payable in respect of the year 1952 for 
four months after the same bad become due. 


Professional Conduct: Statement by the Council 


22. The following statement was published in The Accountant 
of June 14th, 1952: 
“REMUNERATION OF FINANCIAL ADVISERS 
то COMPANIES 
*The Council has had under consideration the question 
of the basis of remuneration of members who, as practising 
accountants, may act as financial advisers to companies. 
'In the opinion of the Council, it is undesirable for the 
remuneration of a member for such services to be based 
on а percentage of profits of the company.’ 


Honours, Decorations and Awards 


23. Тће Council congratulates the following members who 
have received honours, decorations and awards: 


THE ACCOUNTANT 


499 

K.C.V.O. 

Sir Harry Peat, G.B.E., M.A., F.C.A. 
Enighthood 
В. Н. Binder, F.c.a. 
C.B. 
С. Н. Walton, C.B.E., T.D., D.L., J.P., A.C.A. 
C.B.E. 


С. В. Crooks, F.c.a., А. E. C. Drake*, M.A., F.c.a., C. M. 
Skinner, F.c.a., F. V. Spark, A.C.A. 


O.B.E. 


У, Bates, M.A., A.C.A., J. E. Evans, T.D., F.C.4., C. К. 


Stephens, M.A., F.C.4., W. J. Underwood, Е.С.А. 


M.B.E. 


J. Н. Eltringham, T.D., B.COM., F.C.4., E. B. Gaul, F.c.a., 
С. А. Vetch, T.D., A.C.A. 


M.S.M. 
Н. L. Layton, F.c.a. 
V.R.D. 
C. Кох, A.C.A., E. P. D. Taylor, A.C.A. 
T.D. 


P. Cooper, Е.С.А., R. F. George, A.C.A., J. L. Horufray, A.C.A., 
N. W. McCaw, A.C.4,, А. О. Maclean, О.В.Е., A.C.A., 
J. B. Marks, r.c.4., Н. W. Pyle, A.C.A., P. 5. Sherrey, A.C.A., 
D. де С. Watford, a.c.a., L. M. West, A.C.A 


* Shown іп error in the last report as J, Е, Drake, A.C.A. 


Deaths of Members 


24. The Council records with regret the deaths of two 
аре members of the Council: 

Mr Charles Edward Fletcher, F.c.a., a member of the 
Council from 1932 to 1951 and a past chairman of the 
Investigation Committee, 

Mr James Gibson Harris, Е.С.А., a member of the Council 
from 1920 to 1951 and a past chairman of the Finance 
Committee, 

25. The Council also records with regret that the deaths 

of the following other members have been reported up to 
the date of preparing this report.* 


Examinations 
26. Results. Examinations were held in May and November 
1952, the Preliminary examinations in London and Man- 
chester and the Intermediate and Final examinations in 
' London, Birmingham, Leeds, Liverpool and Manchester. 
'The following were the results: 











27. Publication of results. Notices were posted to candidates 
individually on Friday, July 25th, 1952, informing them of 
their pasa or failure in the Intermediate and Final examina- 
tions held in May 1952. T'he full list of successful candidates, 
prizewinners and order of merit was exhibited at the 
Institute at midday on Tuesday, July 29th, 1952. For the 
November 1952 examinations the notices were posted to 
candidates on Friday, January 23rd, 1953, and the full list 
was exhibited at the Institute at midday on Tuesday, 
January 27th, 1953. Subject to unforeseen circumstances, 
it is intended to make similar arrangements for future 
examinations. 





1 These names are not reproduced. — Editor. 
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28. Centres. Whilst the number of candidates remains 
large, the Liverpool centre, established in 1950 as a 
temporary measure, will continue to be used in addition to 
London, Birmin , Leeds and Manchester. The 
Preliminary examination will be held in London and 
Manchester only. 


Disqualification of Examination Candidate 


29. The following statement was published in The Accountant 
of February 14th, 1953, in the report of the proceedings of 
the Council: 

‘The Chairman of ‘the Examination Committee 
reported that a candidate in the November 1952 Final 
examination had been found to be in possession of notes 
in the examination room during one of the papers and 
that the Examination Committee had, after inquiry, 
disqualified this candidate and informed him that he 
would not be allowed to present himself for examination 
on any subsequent occasion.’ 


Prizes and Certificates of Merit 


30. Candidates were placed in order of merit and awarded 
prizes and certificates of merit, as shown below. 


Unsuccessful Examination Candidates 


31. Following the procedure first adopted after the 
November 1950 examination, the Secretary sent a letter to 
the principal of each articled clerk who was graded as a 
‘bad failure’ in the Intermediate examinations in 1952, 
giving the opinion of the moderators that: 

‘A candidate who has been а “bad failure” has little 
chance of passing the examination at a subsequent 
attempt unless the bad failure can be attributed to 
exceptional circumstances such as illness, totally in- 
adequate preparation or complete lack of effort.’ 

It is clear from the number of letters received from principals 
that this information is appreciated by principals, parents 
and articled clerks. A record has been kept of the candidates 
who were classified as bad failures in the May 1950 
Intermediate examination and it is interesting to note that 
less than one-tenth of the bad failures succeeded in passing 
the Intermediate examination at a subsequent attempt. 


Changes in Examination Prizes 


32. Following upon changes in the investments which 
represent certain prize funds the Council has authorized 
increases in the amounts of some prizes and has also made 
other changes which simplify their administration. Details 
of the revised conditions will appear in the booklet General 
Information and Syllabus of Examinations, to be published 
for the November 1953 examinations. 


Late Entries for Examinations 


33. The Council wishes to draw the attention of principals 
to the fact that at each examination a number of candidates 
have their applications to sit rejected because their а plica- 
tions have not been received by the closing date. The Council 

has no power to permit any entry which is received out on 
time and it follows that no allowances can be made for any 
special circumstances or for any error or omission by the 
candidate, by a principal, by a parent or friend or by the 
postal authorities. Principals are asked to impress upon their 
articled clerka the desirability of submitting their entries 

some weeks before the closing date for an examination. 


Syllabus of Examinations, November, 1952 
34. Excess profits levy. At its meeting on August 6th, 1952, 
the Council authorized the publication of the following 
statement, which appeared in The Accountant of August 
16th, 1952: 
‘No question requiring a knowledge of the excess profita 
levy will be set in the November 1952 examinations.’ 


- * The names of the candidates are not reproduced. — Editor. 
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Exemption from the Preliminary Examination 
35. Bys-law 78. D the year 1952, certificates of 
exemption from the Preliminary examination were issued 
to arid pired who had passed exempting examinations, 
comp with 1,150 in the previous 3 

36. Сепета! certificate of education, Further consideration 
has been given to the acceptance of passes in English subjects 
obtained at general certificate of education examinations. 
Under previous requirements for exemption from the 
Preliminary examination it was necessary for a candidate to 
have obtained a pass in English language. The Council has 
now decided to accept a pass at advanced level in English or 
in English literature as an alternative to a pass in English 
language. The Council’s statement was published in The 
Accountant of May 17th, 1952, and the necessary amend- 
ments incorporating this decision have been included in the 
booklet General Information and Syllabus of Examinations. 

37. Bye-law 79. During the year 1952, exemption from 
the Preliminary examination was granted to sixteen persons, 
not being under зо years of age, who made applications 
under Bye-law 79,.which relates to persons who at the date 
of application have been for ten years continuously in 
employment as clerks to members in practice. 


Articles of Clerkship 


38. Registrations. During the year 1952, the number of 
articles of clerkship registered was 1,388, compared with 

1,380 in 1951. The total registrations in the five years to 
December 31st, 1952, were 7,127. 

39. Prescribed clauses. Four applications were received 
during the year 1952 for permission to waive the inclusion 
of some of the provisions prescribed under Bye-law 51 for 
inclusion in all articles: one application was granted. 


Articled Clerk: Disciplinary Action 


40. Ап articled clerk was declared by the Disciplinary 
Committee to be not fit to become a member, having been 
convicted at a Magistrate’s Court in July 1952 on five 
charges that with intent to defraud he did by means of 
forged cheques obtain sums of money aggregating £37 5$ 11d 

on five charges of forging cheques with intent to 
defraud. (See also paragraphs 14 and 29.) 


Bye-laws 61 arid 85 (b) 


41. Persons who have been for ten years continuously in 
employment as clerks to members in practice (or have had 
experience which in the opinion of the Council 1$ equivalent 
to such employment) may apply for a reduction in the 
period of service under articles (Bye-law 61) and exemption 
from the Intermediate examination (Bye-law 85 (2)). The 
applications considered during the year 1952 under these 
bye-laws were as follows: 

Bye-law 61: 33 applications of which 32 were granted. 

Bye-law 85 (b): 25 applications of which 18 were granted. 
Applicants were in all cases interviewed by a sub-committee 
unless they had already been interviewed in connection 
with a previous application under Bye-law 79 (see para- 
graph 37). 

The Training of Articled Clerks 

44. Bye-law 58 (c) During the year 1952, seventeen 
applications were made under Bye-law 58 (c) by articled 


: clerks desiring to spend periods not. amounting to more 


than six months in all in an industrial, commercial or other 
suitable organization: fifteen applications were approved. 


The Universities and 
the Accountancy Profession 

43. Exemptions granted under Bye-law 85 (a). During the 
year 1952, exemption from the Intermediate examination 
was granted to fifty-seven articled clerks who had graduated 
after taking one of the degree courses approved for the 
purposes of Bye-law 62. _ 

44. Approved university degree courses. At ita meeting on 
July and, 1952, the Council approved the following 
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COMPANIA MEXICANA DE PETROLEO ‘EL AGUILA’, 5,А. 
(The Mexican Eagle Oll Company Limited) 


A company registered under the laws of the United Mexican States 
(Rate of exchange both at December 3ist, 1951, and December 31st, 1952, was 8.65 pesos = $1.00 U.S.Cy.) 








Accrued Interest Account for the Year ended December 3lst, 1952 


Balance brought forward from 1951 (519,944,304,83 U.S.Cy.) being the balance of interest accrued to December 3lst, 1951 
Deduct: 
TEE to general reserve of interest accrued up to September (Bth, 1948, not matured at December 31st, 1951 ($19,258,941.11 


yg -+ .. .. .. .. . .. oe E oe .. . m .. .. -> m 


Balance ($685,363.72 ee) being Interest accrued for the period September 19th to December 31st, 1951, not due for payment 
unti] September {8th, 1952 .. e ne e oe v ES ES i s'y 


Interest accrued during 1952 ($2,360,172.75 U.S.Cy.) n 2$ m ys 


m m oe .. E .. m n 


Deduct: 


Amount transferred to surplus account ($2,411,953.10 часи being that part of the Instalment received September |8ећ, 1952 
from the Mexican Government applicable to interest accrued from September 19th, 1951, со September |8Ећ, 1952 .. РА 


Balanco ($633,583.37 U.S.Cy.) being Interest accrued for the period September 19th, to December 3ist, 1952, carried to balance 
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Pesos 
172,518,236.79 
166,589,840.60 


5,928,396.19 
20,415,494.27 


26,343,890.46 


20,863,394.31 


5,480,496.15 








Surplus Account for the Year ended December 3156, 1952 











Pesos 
Balance brought forward from 1951 .. We .. 
Deduct: ; 
тога to general reserve of Interest accrued up to September [8th, 1948, and collected at December 318, 
Dividends in respect of year 1951: 
32 Mexican cents per share on Preference Shares .. we 25 os Е a ES ae 25 272,000.00 
32 Mexican cents per share on Ordinary Shares .. .. E E A .. а БА ee 4,506,483.52 
Transfer from accrued Interest account ($2,411,953. (0 U.S.Cy.) being that part of the instalment received September 
im us from Mexican Government applicable to Interest accrued from September (9th, 1951, to September 
Sundry revenues less Income-tax thereon. .. P ea or v yi 25 a AM 95 
Deduct: 
Office and general expenses ve su E" ren as ae vs vs vs dx m s 1,790,050.76 
Expenses In connection with changes in share capita! and payment of dividends .. .. T v m 504,370.43 
TO, —M 
Transfer to legal reserve M os E vs us s E e vs .. .. 
Balance carried to balance sheet sé ve Ey 7 E m .. s T T" .. 
Issued Capital as at December 3145, 1952 
Preference Ordinary 
Shares Shares 
S Pesos 
Issued capital at December 31st, 1951: 
950,000 Participating Preference Shares of no par value, fully pald E d vs i 21,250,000 
14,082,761 Ordinary Shares of no par value, fully раја Т m ae $i T 352,069,025 
14,932,761 21,250,000 352,069,025 
Modification tn the pald-up capital by virtue of shareholders’ resolutions of October 31st, 1952, 
whereby the pald-up capital of che company was reduced by 59,731,044 pesos to 313,587,98] pesos : - 
by repaying thar amount of pald-up capital, namely 4 pesos per share, со the preference and 
ordinary shareholders, thereby reducing the amount ра! up on each share to 21 pesos, 
14,932,761 Shares zt 4 pesos each 2s У: s iz Ре er sn. as D 3,400,000 56,331,044 
Issued capital at December 3141, 1952: : 
850,000 Participating Preference Shares of no par value, fully раја ae БЕ a T 17,850,000 
14,082,761 Ordinary Shares of no par value, fully ран E e 22 aa 5 2 295,737,981 
14,932,761 17,850,000 295,737,981 








Pesos 
85,827,069.28 


51,106,714.01 
34,720,355.27 


4.778,483.52 
29,941,871.75 


20,863,394.31 
580,125.57 


51,785,391,63 


2,294,421.19 


49,490,970.44 
956,107.22 


48,534,863.22 





Total 
Pesos 


21,250,000 
352,069,025 


373,319,025 


59,731,044 


17,850,000 
295,737,981 


313,587,981 





494 


THE ACCOUNTANT 


April 25th, 1953 


CURRENT LAW 


Sale of Goods: force majeure 
A contract note covering an agreement for the sale 
of goods stipulated: ‘Conditions, prime quality bars 
to B.S.S. 15 specification. Bundled in one ton lots 
and subject to force majeure conditions, that the 
Government restricts the export of the material at 
the time of delivery.’ 

McNair, J., in an action for damages for repudia- 
tion, held that ‘force majeure conditions’ meant clauses 
‘or stipulations. But as the contract did not-indicate 
what conditions were intended, it was so vague as to 


have no certain meaning and thus there was no · 


enforceable agreement. (British Electrical and Asso- 
ciated Industries (Cardiff) Lid v. Patley Pressings 
‘Ltd; Reid Bros (Glasgow) Lid, Third Party; Douglas 
Scott Lid, Fourth Party) (Law Times, January 9th, 
1953.) | 

Contract: Repudiation 


In James Shaffer Ltd v. Finlay Durham & Brodie 


(Solicitor? Journal, January тої, 1953), Streatfeild, 
]. held that the defendants had repudiated in the 
following circumstances. The plaintiffs were manu- 
facturers and the defendants export distributors, 
the latter in 1947 contracting to pass on to the former 
orders to the extent of £80,000 in any one year, the 
agreement being for fifteen years with a break at 
ten. In 1948 continental import restrictions prevented 
the defendants from finding sufficient orders to meet 
their contract which, in negotiation with the plaintiffs, 
they interpreted to mean that they were bound to 
pass on only the orders they received. The plaintiffs 
‘took this intimation as repudiation and sued for 
damages. The learned judge upheld this view. 

The Court of Appeal, however, held otherwise. 
The test was whether the defendants had shown an 
intention to abandon the contract. The defendants 
were wrong in their construction for they were under 
an unqualified obligation to supply orders to the 
tune of £80,000 per.annum. But they had not re- 
pudiated the contract. 


'Trusts: Variation – Powers of Court 


The Court of Appeal reversed the decision of 
Roxburgh, J. in three appeals heard together — 
Re Downshire's Settled Estates, Downshire (Marquis) 
v. Royal Bank of Scotland; Re Chapman's Settlement 
Trusts, Chapman v. Chapman; Re Blackwell's 
Settlement Trusts, Blackwell о. Blackwell. The follow- 
ing are the facts of the first, taken from the Law 
Journal of January 23rd, 1953: 
By a deed of resettlement, dated September 23rd, 
1915, the settled properties, consisting of land and 
. invested capital. moneys, were resettled to uses 
under which the life interest of the plaintiff, a 
bachelor, was subject to protective trusts and, in 
| the event of forfeiture, there was а discretionary 
trust during the rest of his life in favour of himself, 
- his wife and his issue. The limitations after his death 


^ 


were to his first and other sons successively according 
to seniority in tail male (there were none), with 
remainder to the second defendant (the plaintiff's 
brother) for life, with remainder to the third 
defendant absolutely. The resettlement gave to the 
tenant for life in possession powers of charging for 
jointure and portions. By a deed dated May 3oth, 

1952, the only son of the second defendant disen- 

' tailed the entirety of the settled property. А scheme 
was proposed whereby the plaintiff would surrender 
his interest for life in £700,000 (being the bulk of 
the capital moneys) so as to accelerate the interests 
in remainder, and would release such moneys from 
his powers of charging for jointure and portions. 

At the same time, the second defendant would 

similarly release his life interest in favour of the 

remainder, and also his powers of charging. In 
order to surmount the protective trusts, the scheme 
provided (i) that the plaintiff’s surrender of his 
interest should not be treated as causing a forfeiture 
of his life interest in the settled land, and (ii) that 
the trustees should be required ‘to release the 
£700,000 from the discretionary trusts affecting 
them during the plaintiff’s life. Provision was made 
for the contingency of the plaintiff's marriage and 
his having issue, and there were. other ancillary 
provisions. Approval of the scheme (the object of 
which was to save estate duty) by the Court was 
sought under its inherent jurisdiction or under the 

Settled Land Act, 1925, Section 64 (1). 

'The Court decided that the scheme constituted a 
compromise which it had power to, and would, 
approve; it was a 'transaction' for the benefit of 
persons interested in the settlement and one which the 
Court was competent, and ought, to approve under 
the Settled Law Act, 1925, Section 64 (1). Neverthe- 
less, the Court had no jurisdiction to sanction the 


'scheme under its general jurisdiction, і - 


International Law: Expropriation by 
Foreign State 
Campbell, J., in the Supreme Court of Aden found 
for the plaintiffs in Anglo-Iranian Oil Co Ltd v. 
Faffrate (Solicitors Journal, January 318t, 1953). 


- The defendant was the master of the Rose Mary, a 


Panama owned ship, flying the Honduras Наг, 
chartered by a Swiss company to carry oil bought 
from the Iranian Government. The plaintiffs claimed 


- the oil as owners under a convention dated 1933 


made between them and the Iranian Government. 
They alleged that the latter had ousted them under a 
nationalization law which expropriated the oil and to 
which, therefore, the English Courts would not give 
effect. 

The master pleaded that he had been coerced into 
entering Aden, but the learned judge held that he 
had entered under instructions which he was bound 
to obey. 

The learned judge, moreover, accepted the 
reasoning of the plaintiffs and gave judgment for 
them accordingly. 
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Will: Gift until Beneficiary Marries 


In Re Henry; Musseit о. Henry, Upjohn, J., held 
that a gift fell into residue by which the beneficiary 
was to receive the income from [2,000 until she 
married and thereafter the principal sum to be 
settled upon her for her benefit as the trustees 
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might think best. The beneficiary died unmarried. 

The learned judge held that the disposition could 
not properly be described as a gift over, but it was 
the testator's intention to dispose of the capital on 
the beneficiary's marriage (distinguishing Rishton v. 
Cobb ([1839], 5 My. Hy 145)). Y (Solicitors Journal, 
February 21st, 1953). 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Professional Fees 


Sm,- А number of letters have appeared in The 
Accountant on the subject of accountants’ remunera- 
tion, either as principals or employees. 

А reasonably good salary for a newly qualified man 
in pensionable and secure employment is about £750 
(clear of pension deductions) – equal to about £330 
pre-war. Accepting a decline in middle-class living 
standards (absolutely as well as relatively) £600-£650 
would appear to be a reasonable minimum, yet one 
sees situations wanted at соо, and even less! 
Probably fees charged by principals are similarly 
depressed. 

Can anyone explain why the profession is so poorly 
remunerated and perhaps offer some suggestions 
for improving matters? 

Are other professions as badly off? 

Yours faithfully, 


£625. 
Unqualified Accountants 


Sir, – І refer to my letter under the above heading 
appearing in your issue of April 18th, 1953. 

I cannot agree with your footnote in which you 
state that the specific mention of the ‘recognized 
accountancy bodies’ indicated clearly that other 
bodies do not consist of ‘quacks’ or ‘unqualified 
persons’. 

This solitary mention of the ‘recognized account- 
ancy bodies’ does not, in my view, provide any 
answer to my letter. The context of this was only in 
immediate relation to the draft Public Accountants 
Bill. 

I still maintain that it would have been only fair, 
even if just on one of the nine occasions on which 
‘chartered accountants’ were mentioned, to have 
included some such words as ‘or members of other 


recognized bodies’. 
Yours faithfully, 
London, ИСІ. L. W. N. MELNICK. 


Sra, – Mi Melnick’s letter in your issue of April 18th 
shows a lack of appreciation on his part of the position 
held by 'The Institute of Chartered Accountants in 
England and Wales. It is the only accountancy body 
in England and Wales that derives from the Crown, 
having been incorporated by Royal Charter granted 
by Queen Victoria. In this respect it is entirely 


different from the other accountancy bodies in 
England and Wales, all those of which I have 
knowledge being limited liability companies. 

Not only in this respect is the Institute unique. It 
has a reputation and standing that far transcend 
those of any of the other bodies, and the great 
majority of its members consider that the falias 
of any additional accountancy qualifications deact 
from, rather than enhances, the highest of all 
qualifications. 

. Accordingly, it is refreshing to hear from time to 
time the modest eulogies of chartered. accountants 
by their President. 

Your obedient servant, 


_ London, WC2. В. J. DAVIS. 


Business Forecasting 


Sm, – I have read with very much interest Mr А. P. 
Ravenhill’s article on ‘Business Forecasting’ in your 
issue of March 218. 

I was, however, rather surprised to find that under 
the heading ‘Implementation’, he suggested that 
figures of actual results should be compared cumu- 
latively with the corresponding period of the previous 
years’ results in addition to the budget. 

Surely when the budget is being prepared the 
results of the previous year would be taken into 
account if they might have any bearing on the future 
and if they had not, surely there is no value in a 
comparison. 

If Mr Ravenhill would care to give his feelings on 
this point I think they would be of general interest, 
because I have attended a number of discussions from 
time to time on this point and it has usually been felt 
that if a budget is properly compiled this should be 
the one and only yardstick. 

Yours faithfully, 
Н. J. F INDEN-CROFTS, 
Chief Accountant, 
8. C. Јонмѕом & Son LTD. 


West Drayton, Middx. 


[Mr A. P. Ravenhill writes: Your correspondent is 
theoretically correct; in practice it is realized that the 
compilation of the annual plan is a difficult task and so 
a comparison with the past may lead to better fore- 
casting in the future.] 
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ТНЕ АССООМТАМТ 


April 25th, 1953 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


REPORT OF THE COUNCIL FOR 1952 


We reproduce below the annual report! of the Council of The Institate of Chartered __ 

Accountants in England and Wales for the year 1952 to be presented to the seventy- _ ^ 

second annual meeting of the Institute, which will be held on Wednesday, May 6th, 

1953, at 2 p.m. at the Hall of the Chartered Insurance Institute, 20 Aldermanbury, 
London, EC2 


Her Late Majesty Queen Mary 


At its meeting on April rst, 1953, the Council passed the 
following resolutions: 


‘That the President, Vice-President and Council of 
The Institute of Chartered Accountants in England and 
Wales, on behalf of themselves and the Fellows and 
Associates of the Institute, desire humbly and respectfully 
to convey to Her Majesty Queen Elizabeth II and the 
other Members of the Royal Family, their profound grief 
and sympathy in the irreparable loss which they and the 
nation have sustained by the death of Her Most Gracious 


Bar ded Queen Mary. 
at a copy of the above resolution be forwarded to 
the Secretary of State for Home Affairs.’ 


The Coronation of Her Majesty Queen Elizabeth II 


т. At the first meeting of the Council in the year 1953, the 
President opened the proceedings with the following words: 


“This year of which we are now on the threshold is to 
be a momentous time for Her Majesty the Queen, and, 
through her, for us. 

‘In that stirring Christmas address in which she 
preserved and enhanced the tradition handed to her by 
her father and her grandfather, she asked for our prayers 
80 that she may have support in the solemn vows which 
She is to undertake next June. 

"We of this Council and on behalf of our Institute do 
here and now pledge ourselves to respond .in every 

. practicable way to Her Majesty’s call. We shall esteem it 
а high privilege that as citizens we are to have an oppor- 
tunity, however small, to share in her great undertaking. 
We shall pray earnestly that she may be given all the 
strength and support which she will undoubtedly need 
to make her reign the happy period which we so sincerely 
wish for her. у - 

"In that spirit, that we may serve Her Majesty and her 
subjects loyally and well both in our general duties as 
citizens and in our own special field of activity, I 

.extend to each and every member of the Council, to the 
eneral body of members of the Institute and to the 
nstitute's officers and staff, my very best wishes for 1953.' 


2. Тће President has been allotted а seat in Westminster 
Abbey for the СогопаНоп of Her Majesty Queen 
Elizabeth II. | 


Coronation Reception 


3. To mark the Coronation a reception will be held by the 
Institute at the Royal Festival Hall on the evening of 
Wednesday, July 8th, 1953. Particulars will be sent to all 
members of the Institute with this report. The Council 
hopes that there will be an attendance of members with 
their ladies and guests which will symbolize the importance 
of the occasion and the desire of the Institute, as a body 
incorporated by Royal Charter, to participate in its 
celebration. : ? 


President and Vice-President 


4. At the meeting of the Council held on Wednesday, 
June 4th, 1952, Mr Thomas Buston Robson, M.B.E., M.A., 


F.C.A., London, was elected President for the ensuing year 
in succession to Mr Charles William Boyce, C.B.R., F.C.A., 
Bradford. Mr James Blakey, r.c.4., Manchester, was 
elected Vice-President. 


Council and Committee Meetings 


5. During the year 1952, the Council met on 15 occasions, 
on 11 of which both special and ordinary meetings were 
held. Тће following committees held 178 meetings: 


Applications .. .. II General Purposes .. 11 

Disciplinary .. we, X3 Investigation па I5 

District Societies .. 3 Library .. 4 

Examination .. :. 4 Parliamentary andLaw 12 

Finance — а $ P. D. Leake .. E. 
Special and sub-committees .. .. 091 


Attendances at meetings of the Council and of committees 
were in total 86 per cent of the possible attendances. The 
foregoing table does not include meetings with representa- 
tives of other bodies on matters requiring joint consideration 


Constitution of the Council 


6. The membership of the Council now includes five 
members not in practice, so that the proposals of the Council 
which were adopted at the annual meeting in 1950 (see. 
paragraphs 4 to 6 of the report for 1949") have been fully 
implemented. 


Council Resignations 


7. 'The Council has to report with regret the resignation of 
the following from membership of the Council: 


Mr Thomas Fleming Birch, F.C.A., Leicester, a member 
of the Council since 1934, a past chairman of the 
Applications Committee and one of the Council repre- 
sentatives on the Taxation and Research Committee, 

Mr Henry Crewdson Howard, F.c.a., London, a 
member of the Council since 1924 and Vice-President of 
the Institute in 1947. He was a past chairman of the 
General Purposes and Planning Committees, 

Mr William Roberts MacGregor, F.c.a., Liverpool, a 
member of the Council since 1936 and a past chairman 
of the Finance Committee. ` 

- Mr Ernest Evan Spicer, Е.С.А., London, a member of 
the Council since 1937 and a past j of the 
Examination and Library Committees. - 

"Му Thomas Alexander Lacy Thompson, D.8.0., M.C., 
В.А., A.C.A, Newcastle upon Tyne, a member of the 
Council since 1951. 

*Denotes member not in practice, 


New Members of the Council 


8. The vacancies on the Council caused by the resignations 
reported above have been filled as follows and in accordance 


Le appendices and references to them in the report are not reproduced. ~ 
tor. . à 


® See The Accountant, April 29th, 1950, at page 466, 
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university degree courses for the purposes of Bye-law 62, 
provided that in each case the subjects taken are in accord- 
ance with the course approved by the Joint Standing 
Committee of the Universities and the Accountancy 
Profession: 

University of Bristol. Bachelor of Arts in Economics 
(in place of the previously approved Bachelor of Arts in 
Commerce) for students commencing their degree 
course after September 3oth, 1952. 

University of Southampton. Bachelor of Science in 
Economics (in place of the previously approved course in 
University College, Southampton, for the Bachelor of 
Commerce degree of the University of London) for 
students commencing their degree course after September 
3oth, 1952. 

University College, Hull. Bachelor of Science in 
Economics of the University of London (in place of the 
previously approved course for the Bachelor of Com- 
merce degree of the University of London) for students 
commencing their degree course after September 3oth, 
1951. 

University of Nottingham. Bachelor of Arts with 
honours in industrial economics (in place of the previously 
approved Bachelor of Arts) for students commencing 
their degree course after September 30th, 1951. 

University of Durham. Bachelor of Arts in Economics 
(in place of the previously approved Bachelor of Com- 
merce). 

| 45. Explanatory booklet. In July 1952 a new edition of the 
Institute s booklet ‘Approved Universities Degree Courses: 
Explanatory Notes’ was issued. 


Articled Clerks: National Service 


46. Bye-law 63. Many of the applications for admission to 
membership during the year 1952 were from persons born 
before January 1st, 1929, whose service under articles had 
been interrupted by national service. In these cases the 
rules prescribed by the Council under Bye-law 63 were 
applied. These rules enable a period of national service to 
be deemed to count as service under articles, but they also 
specify a minimum period of service in the office of a 
practising member as a condition precedent to admission to 
membership. During the year 1952 the Council also granted 
the following concessions and exemptions under other 
provisions of Bye-law 63, which can now apply only in 
unusual circumstances: 

5 exemptions from the Preliminary examination; 

2 exemptions from the Intermediate examination; 

8 reductions in the period of service under articles. 
None of the concessions and exemptions referred to above 
relates to a person born on or after January 181, 1929. Such 
persons are required to satisfy the normal requirements of 
the Royal Charters and bye-laws, notwithstanding any 
interruption by national service where deferment 18 not 


en. 

47. Deferment of national service. Since 1946, persons born 
on or after January ist, 1929, have been able to obtain 
deferment of national service, subject to regulations laid 
down by the Ministry of Labour and National Service. At 
its meeting on July 2nd, 1952, the Council authorized the 

ublication of a statement recording certain changes made 
by the Ministry of Labour and National Service in the 
regulations. The changes were incorporated in the edition 
of the booklet General Information and Syllabus of 


Examinations issued for the November 1952 examinations.” 


48. Further Education and Training Scheme. In paragraph 
53 of the last report it was stated that the effect of the 
regulations terminating the Further Education and Training 
Scheme was that few persons could be eligible to make new 
applications to the Ministry of Labour and National 
Service for financial assistance during the period of training 
for admission to membership. Since the last report the 
Institute has received no inquiries from the Ministry in 
regard to new applications. Many of the earlier applications 
have, however, been the subject of correspondence during 
the year in regard to further attempts at the examinations. 
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Students’ Societies 


49. The Chartered Accountant Students’ Society of London. 
In paragraph 59 of the last report? it was stated that with the 
greatest regret the Council had found it necessary to inform 
the Chartered Accountant Students’ Society of London that 
it was no longer possible, owing to the increasing need of 
the Institute for accommodation, to continue to allow that 
society to have the use of certain rooms in the Institute 
building. The Council has been pleased to learn that 
satisfactory accommodation has now been obtained by the 
society at 111 Moorgate, London, ECz. The Council will 
continue to allow the society the use of the Oak Hall of the 
Institute for lectures when that room is available. The 
Council has also provided the society with a room in the 
Institute building for the use of its committee and has made 
a special grant of £500 to assist the society in meeting capital 
expenditure caused by the removal from the аи 


s 

o. Subscriptions to students’ societies. The Council has 
informed district societies and students’ societies that it will 
not consider alterations to the rules of chartered accountant 
students’ societies which involve an increase in subscription 
the burden of which will fall on the principals of articled 
clerks, unless such increase is recommended by the com- 
mittee of the district society concerned. 

51. Compulsory membership of students’ societies. The 
Secretary has continued the practice of making inquiries in 
cases where an articled clerk, in contravention of the clause 
in his articles of clerkship, has failed to become a member of 
a students’ society. 

52. Union of Chartered Accountant Students’ Societies. The 
fourth annual meeting between officers and students forming 
a liaison committee of the Union of Chartered Accountant 
Students’ Societies and the President and certain members 
of the Council took place on March 17th, 1953. As usual this 
meeting provided an opportunity for a most useful informal 
discussion on several matters of interest and concern to 
articled clerks. 

Summer Courses 

53. 1952. The sixth summer course, held at Christ Church, 
Oxford, from September 12th to 17th, 1952, was attended 
by 167 members, of whom 109 were in practice, 18 were 
engaged in industrial, commercial and other occupations 
and 40 were engaged with public accountants. Five addresses 
were presented as follows: “The office organization of an 
accountant in practice’, by Mr R. W. Foad, А.С.А.; 
‘Receivership’, by Mr К. С. Leach, C.B.E., Е.С.А.; ‘Taxation: 
(1) depreciation, (2) excess profits levy’, by Mr J. E. Talbot, 
А.С.А.; ‘Mechanized accounting, Part Г, by Mr Е. C. de 
Paula, T.D., A.c.A.; and ‘Mechanized accounting, Part II’, 
by Mr H. О. Н. Coulson, F.c.a. The full text of these five 
addresses, together with the programme for the course, 
was subsequently reprinted in the form of a booklet for 
which an order form was sent to all members on November 
28th, 1952. The price of the booklet is 5s post free. 

54. 1953. A seventh summer course, on sirnilar lines, is to 
be held from Friday, July 1oth, to Wednesday, July rsth, 
1953, again at Christ Church, ord, Arrangements have 

made for four addresses to be presented as follows: 
‘Some problems of the chartered accountant in practice’, by 
Mr W. І. Barrows, F.C.4.; ‘Organization and activities of 
the accounting profession in the United States', by Mr 
Jobn L. Carey (Executive director, American Institute of 
Accountants); ‘Taxation, other than taxation on income’, 
by Mr P. F. Carpenter, F.c.a.; and “The chartered accountant 
in industry’, by Mr J. Clayton, A.C.A. An announcement, 
giving preliminary details and inviting members to obtain 
application forms, was issued to all members on January 
28th, 1953. The application list closed on February a8th, 
1953, and vacancies have been allotted by ballot. 

55. Future courses. Provisional arrangements bave been 
made with Christ Church, Oxford, for courses to be held 
from "Thursday, September oth, to Tuesday, September 
I4th, 1954, and from Thursday, July 7th, to Tuesday, 
July гаћ, 1955. 

1 See Ths Accountant, April 26th, 1952, at page 442. 





502 


Autumnal Meeting, 1953 


6. The twenty-first autumnal meeting of the Institute is to 
be’ held at Scarborough from October 8th to roth, 1953. 
The hosts at this meeting will be the Hull, East Yorkshire 
and Lincolnshire Society of Chartered Accountants. Mr 
К. A. E. Moore, F.c.a., has consented to give a paper on 
‘The accountant as financial adviser, and Mr E. N. 
. Macdonald, р.ғ.с., F.C.A., a paper on ‘Eighteen months’ 
experience of the excess profits levy’. Details of the meeting 
were sent to all members of the Institute in England and 
Wales on March 31st. 1953. Any member overseas who is 
likely to be in this country at the time and who would like 
to be present at the meeting is asked to write to the 
Secretary, so that details may be sent to him. 


Meetings of Accountancy Bodies Abroad 


57. Montreal and Quebec City. The Vice-President of the 
Institute, Mr James Blakey, Е.С.А., with the Secretary, 

Alan S. Maclver, represented the Institute at the 
fiftieth annual meeting of the Canadian Institute of 
Chartered Accountants, held from September 6th to 11th, 
1952, at Montreal and Quebec City. They were accompanied 
by Mrs Blakey and Mrs MacIver. 

58. Amsterdam. Mr D. А. Clarke, LL.B., F.C.A., represented 
the Institute at the Accountants’ Yearday of the Nederlands 
Instituut van Accountants, held on September 2oth, 1952, 
at Amsterdam. 

59. Hamburg. Mr E. Bartholomew, A.C.A., represented the 
Institute at the annual meeting of the, Institut der 
Wirtschaftsprüfer, held on September 24th and 25th, 1952, 
at Hamburg. | 

6o. Houston, Texas. The President, Mr T. B. Robson, 
M.B.E., МА.) F.C.A., with the Secretary, Mr Alan S. Maciver, 
represented the Institute at the annual meeting of the 
American Institute of Accountants, held at Houston Texas, 
during the week commencing October 6th, 1952. They were 
accompanied by Mrs Robson and Mrs MacIver. Mr Robson 
read à paper on 'Some present-day aspects of public 
accountancy in the United Kingdom’ at the annual meeting 
and his paper was reproduced in The Accountant of October 
ти and 18th, 1952. During October Mr Robson was 
entertained in Toronto by the Council of the Ontario 
Institute, in Montreal by members of the Council of the 
Quebec Institute and in New York by members of the 
Council of the American Institute. : 


The Sixth International Congress on Accounting, 
1952 


61. The Sixth International Congress on Accounting was 
held at the Royal Festival Hall, South Bank, London, from 
June 16th to 20th, 1952. Sir Harold Howitt; G.B.E., р.8.0., 
M.C., F.C.A., was president of the congress, and Mr С. Percy 
Barrowcliff, Е.8.А.А., vice-president. Mr Alan S. MacIver 
was secretary of the congress. À total of 2,532 persons 
attended the congress, comprising 490 delegates and visitors 
(representing 96 accountancy ies overseas) with 290 
ladies and friends; 1,009 members of the seven sponsoring 
bodies with 530 ladies and friends; and 213 students at 
the business sessions. 

62. Subject to the net proceeds of sales of the record of 
proceedings, the cost of the congress was £17,910. This was 
less than had been estimated and is shared among the 
sponsoring bodies. The Institute's share amounted to 

6,434, which, together with certain direct expenditure of 

£483, makes a total charge of £6,917 as shown in the 
income and expenditure account. 
, 63. At its meeting on July 2nd, 1952, the Council expressed 
its thanks to all concerned in the Institute — particularly 
Sir Harold Howitt, the Secretary and the staff — who played 
80 great а part in the successful organization and conduct 
of the congress; and special thanks were expressed to 
Brigadier Jones,- Miss Hay and the other members of the 
special congress staff for their very great contributions to 
its success. 

64. Numerous expressions of appreciation have been 
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received from individual delegates and visitors who attended 
the congress and from accountancy bodies overseas, 
sean tee the sponsoring bodies on the outstanding 
success of the congress and expressing appreciation of the 
hospitality extended to delegates and visitors. : 


District Societies 


65. Annual conference. The annual discussion between 
representatives of the district societies and representatives 
of the Council took place on November 1ith, 1952. The 
Council attaches particular importance to this all-day 
meeting which provides an opportunity for the free ex- 
change of views on current problems and matters of 
interest, most of which are raised by the district societies. 

66. President's visits. The President and Secretary have, 
as usual, attended the annual dinners of the district societies 
and have, whenever possible, taken the opportunity of 
visiting students' societies at the same time. Other members 
of the Council have represented the Institute at dinners 
and other functions held by branch societies and students' 
societies, ' 

67. Badge for chairman of a branch society. The Council 
has informed a district society of chartered accountants that 
no objection would be taken to a branch of a district society 
providing a small badge to be worm by its chairman on 
official occasions. : 

68. Grants. Since the last report, a comprehensive review 
has been carried out of the manner in which grants are 
made to district societies for their own use and for providing 
financial assistance towards the tuition of articled clerks. 
Approval has been given to a new scheme under which 
block grants wil be made to district societies based on 
their membership. The scheme (which is to be operated on 
an experimental Basis) is designed to facilitate delegation of 
reaponsibility to district societies and to save considerable 
administrative work. In particular, it is considered that it 
will make for much closer and more satisfactory relations 
between district societies, students’ ‘societies and joint 
tuition committees. 

Companies Act, 1948 


69. Suggestions for amendment. At its meeting on October 
1st, 1952, the Council decided to submit to the Board of 
Trade a third interim memorandum of matters for con- 
sideration on revision of the Companies Act, 1948. The 
Council’s first interim memorandum was reproduced at 
Pages 59 to 63 of the report for 1949 and the second interim 
memorandum at pages 57 to 58 of the last report. (See 
also paragraph d 

70. Booklet on the Act. The Council has issued a second 
edition, under the title The Companies Act, 1948, of the 
booklet originally issued in May 1948, under the title The 
Companies Act, 1947. Copies of the new edition can be 
obtained, price 5s per copy post free, оп application to the 
offices of the Institute. Remittances should accompany 
applications. The issue of the new booklet was reported in 
The Accountant of November 15th, 1952, when attention 
was drawn to alterations made by the Council in two of the 
recommendations contained in the original booklet. 

71. Shares of no par value. A memorandum! has been 
submitted on behalf of the Council to the Gedge Com- 
mittee appointed to consider whether it is desirable to 
amend the Companies Act, 1948, so as to permit the issue 
of shares of no par value and, if so, to consider and report 
what amendments in the Act should be made for this 
purpose, having due regard to the need for safeguards for 
investors and for the public interest. | 


Companies Liquidation Account: 
Poundage on Withdrawals 
72. The following statement was published in The Accountant 
of February 14th, 1953: 

‘In November 1951, the Council decided to approach 
the Board of Trade with a view to obtaining a reduction 
in the ad valorem duty of 3d in the £ on the amount of 
any withdrawal from the Companies Liquidation Account, 

! Reproduced in The Accountant, April 11th, 1953, at pages 435-439. 
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particularly i in view of the-absence of any upper limit and 
in consequence the considerable poundage cost incurred 
in liquidations where substantial amounts have to be paid 
into the Companies Liquidation Account. The Council 
is pleased to note. that the Companies (Board of Trade) 
Fees Order, 1952, was made on December 4th, 1952, to 
come into operation on December 15th, 1952, under 
which the poundage remains at 3d in the £ up to £5,000 
and thereafter becomes 144 in the £ with a maximum of 
£500 poundage in any one liquidation.’ 


Registrar of Companies 
73. The following statement was published in The Accountant 
of December 13th, 1952: 

“The attention of the Council has been drawn to the 
normal practice of the Registrar of Companies whereby 
only the number of the company is shown when i issuing 
an acknowledgment of a document sent for registration. 
The Council understands that if some short reference, 
such as the initial letters of the words forming the name 
of the company, is included at the foot of a document and 
close to the names of the persons sending the document 
for registration, the Registrar will quote that reference on 
his acknowledgment.’ 


Accountant's Lien 


The Council has obtained the following further opinion 
of counsel i in regard to an accountant’s lien, in amplification 
of the opinion recorded at page 67 of the last report. This 

further opinion will be included in the next pamphlet of 
supplements to the Members Handbook: 

‘In my opinion the lien of an accountant over the books 
of a registered company is in no way affected by the 
appointment of a liquidator either: 

[S in a voluntary liqui uidation; or 

b) in a compulsory liquidation.’ 


Taxation 


75. Royal Commission on the Taxation of Profits and Income. 
In paragraph 76 of the last report! the Council recorded 
that it had submitted a Part A and a Part B memorandum 
to the Royal Commission and that any member wishing to 
obtain copies could do so without charge on application to 
the offices of the Institute. At its meeting on November sth, 
1952, the Council authorized the submission of a first 
supplemen memorandum as a result of questions put 
to Mr W. H. воп, C.B.E., B.A., F.C.A., Mr T. B. Robson, 
М.В.Е., МА. F.C.A., and Sir Harold Howitt, G.B.E., D.8.0., 
М.С., F.C.A., when they gave oral evidence on behalf of the 
Council on July 18th, 1952. At its meeting on February ath, 
1953, the Council authorized the submission of a secon 
supplementary memorandum as a result of the cote 
made by the Finance Act, 1952. Copies of both the supple- 
mentary memoranda will be supplied without charge to any 
member who may wish te apply for them, so long as the 
limited stock jg available. An announcement to that effect 
was made in The Accountant of February 14th, 1953, and 
both the supplementary memoranda were rep ced 
full in The Accountant of February 21st, 1953. 

76. Finance Act, 1952. A memorandum on the Finance 
Bill was submitted to the Chancellor of the Exchequer on 
April 18th, 1952, and was discussed with representatives of 
the Board of Inland Revenue on April 24th, 1952, when the 
Institute was represented by Mr W. Н. Lawson, C.B.E., B.A., 
F.C.A., Mr Т. B. Robson, M.B.E., M.A, F.C.4., and Mr D. А. 
Clarke, LL.B., F.C.A. Subsequently the Council suggested to 
the Board of Inland Revenue that it would be of great 
assistance to practising accountants and others concerned 
with the administration of the excess profits levy if, as soon 
as possible after the Finance Bill became law, the Board 
were to issue an explanatory booklet on lines similar to those 
issued after the Income Tax Act, 1945. The Board was not 
able to adopt this suggestion but the Board has made 
available to accountants to the working sheets with accompany- 
ing notes which are aupplied to inspectors of taxes 


|o! See The Accountant, April 26th, 1952, at page 443." 
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with standard profits, the- computation of profits,’ and 
undistributed profits. 

77. Taxation treatment of provisions for retirement. The 
Council was informed that the Tucker Committee had 
decided that in view of the very full and detailed contents of 
the various written representations which had been sent to 
it and of the highly technical nature of the subject, public 
hearings of oral evidence were not пе . Oral evidence 
has therefore not been given on behalf o: the Council in 
support of the memorandum submitted on March 14th, 
I951 (page 55 of the report for 1950). 


Taxation and Research Committee 


78. Meetings. During the year 1952, the Taxation ånd 
Research Committee held 5 meetings, its four standing sub- 
committees held 21 meetings, and eleven special sub- 
committees held 87 meetings, making a total of 113 meetings 
for the committee and fifteen sub-committees. (The 
comparative total Jor r 195 5I was 110 meetings, ) 
` 79. Activities. axation and Research Committee 
has been ont for the major drafting work in сов 
nection with the Companies Liquidation Account (рага 
72), the two supplementary memoranda for the prt 
Commission on the Taxation of Profits and Yom 
aragraph 75) and the memorandum on the Finance Bill 
aragraph 76). Other subjects remain under consideration. 
Matters which had reached a sufficiently advanced stage 
were submitted. to the regional taxation and research 
committees of the district societies for their comments.. 

8o. Management accounting. In July 1952, the Taxation 
and Research Committee appointed a Management 
Accounting Sub-Committee as a standing sub-committee to 
consider and report on the objects, principles and technique 
of management accounting and the ibilities for improve- 
ment and further development of this service to management, 
not only by accountants engaged in industry and commerce 
but also ‘by accountants in public practice whose clients 
may” include businesses which are too small to enable a 

management accounting service to be provided internally. 
The t Accounting Sub-Committee, which already had 
two drafting sub-committees engaged on matters falling 
within those terms of reference, has been dissolved and the 
two drafting sub-committees have become sub-committees 
of the Management Accounting Sub-Committee. ` 


Accounting Principles 


81. On May 3oth, 1952, the Council published number XV 
in the series of recommendations on accounting principles 
under the title Accounting in Relation to Changes in the 
Purchasing Power of Money. A copy was dispatched to 
each member of the Institute on May 28th, 1952, and the 
recommendation is not therefore reproduced in the 
Appendix. The copies sent. to members were printed and 
punched in a form suitable for insertion in the loose-leaf 
booklet published by Gee & Co (Publishers) , Ltd, which, 
with supplements, contains the complete series of recom- 
mendations. 

82. In the headnote to Recommendation XV the Council 
stated that the whole subject of accounting in relation to 
changes in the purchasing power of money is of such 
importance that the Council proposed, after the International 
Congress on Accounting in June 1952, to invite other 
professional bodies to join with it in er study of the 
subject. On July 2nd, 1952, the Council issued invitations 

The Institute of Chartered Accountants of Scotland, The 
Institute of Chartered Accountants in Ireland, The Society 
of Incorporated Accountants and Auditors and: The 
Association of Certified and Corporate Accountants. The 
Councils of those bodies appointed representatives to take 
part in the proposed study and a first meeting has been held. 


: Stock-in-trade 


-33 A reprint of the 1949 summer course address by Mr 


. G. С. Goult, F.c.a., on ‘Stock-in-trade and the auditor’ 
was issued to all members of the Institute on June 28th, 
1951, in booklet form containing an extract from the then 
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President’s observations at the 1951 annual meeting. A small! 
stock of these booklets remains available and copies will be 
supplied without charge on application to the offices of the 
Institute so long as the supply lasts.! 


Town and Country Planning Act, 1947 
84. In view of the announcement of the Government's 
intention to introduce legislation. materially altering the 
financial provisions of the ‘Town and Country Planning Act, 
1947, it was decided in November 1952, to cease the issue 
of the Institute's January 1951 pamphlet of notes on the 


Act. 
Bankruptcy Rules, 1952 
85. The following statement was published in The Accountant 
of February 14th, 1953: | 
"ые the Bankruptcy Rules were being revised and 

consolidated, the Council made representations to the 
Lord Chancellor regarding the out-of-date nature of the 
scale, specified in Appendix 3 of the Bankruptcy Rules, 
1915, for accountants’ charges where the employment of 
an accountant had been duly sanctioned. In reply to the 
representations, the Council was informed that it was 
proposed not to revise the scale but to omit it altogether. 
The Council considered that this would be satisfactory, as 
it would remove a scale which has operated to the 
detriment of the accountant in those cases where his 
charges have been taxed. The Bankruptcy Rules, 1952 
(S.I. 1952, No. 2113 (L.14)), operative from January 1st, 
1953, have now been published and Appendix 3 no longer 
contains any scale of accountants’ charges.’ 


Nathan Committee on Charitable Trusts 


86. The report of the Nathan Committee on Charitable 
Trusts was published in December 1952, by H.M. Stationery 
Office. А memorandum submitted to the Nathan Committee 
on behalf of the Council was reproduced at pages 82 to 86 
of the report for 1950. The observations made by the 
Council in paragraphs 3 to 14 of its memorandum, on the 
„question of the range of trustee investments, have been 
incorporated in virtually the same wording in Chapter 8 
of the Nathan Committee's Report. On the question of the 
audit of the accounts of trusts, the Council suggested that an 
audit by professionally qualified accountants should be 
required where a charitable trust has substantial assets or 
substantial income, but that for other trusts it would be 
sufficient if the Charity Commissioners had power to 
require an audit of any particular trust fund by a profes- 
‘sionally- qualified auditor. The recommendations of the 
Nathan Committee go further than this. The committee 
recommends that all trust accounts should be audited, 
without specifying the qualification of the auditor, but with 


the further recommendation that if the trustees elect not to” 


submit accounts to audit by a professionally qualified 
auditor it should be open to the Charity Commissioners or 
the Ministry of Education to require a professional audit or 
to require trustees to make approved arrangements for a 
non-professional audit. 


Scale of Fees for Accountants Performing Services 

for Government Departments 
87. In 1951 the Council approached the Treasury for a 
revision of the 1947 scale of fees payable to public account- 
ants who perform services for Government departments. 
Negotiations took place during 1952 in conjunction with 
representatives of other accountancy bodies and agreement 
was reached on a revised scale of charges to come into 
force retrospectively from April rst, 1952. An announcement 
to that effect was made in The Accountant of January 3rd, 
1953. Details of the revised scale will be sent to members 
on request. 


Competition from Unqualified Accountants 
88. The President, in his speeches at the annual dinners of 
district societies, has referred on several occasions to the 


! Mr Goult's address was reproduced in The Accountant dated August 13th 
and aoth, 1949. i 
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unfair competition to which members are subject in rural 
areas and small towns owing to the activities of unqualified 
persons who, through advertising and other unprofessional 
means, bring themselves and their offers of services to the 
notice of possible clients. His remarks have received 
publicity in the provincial press and it is hoped that they 
may have some influence in educating the public in the 
advantages of employing members of the Institute. 


Pension Fund for Staff in Accountants’ Offices 


89. Following the resolution passed at the annual meeting 
on May 7th, 1952, a sub-committee was appointed with the 
following terms of reference: 

(a) To investigate the possibility of setting up a pension 
trust fund for the purposes of creating a contributory 
pension scheme covering all employees of those 

olding a practising certificate from the Institute. 

(5) To advise on the best methods whereby such a trust 
fund can become actuarially sound in the shortest 
possible period. 

The sub-committee met at once and made a general review 
of the position. It was decided that, while a preliminary 
study would be of considerable assistance, no final recom- 
mendations could be made until after the publication of the 
report of the Tucker Committee which is considering the 
taxation treatment of provisions for retirement. Meanwhile 
the sub-committee is continuing to examine the problem 
and actuarial advice of a general nature has been obtained. 


Accountants’ Joint Pariamentary Committee 


до. The Accountants’ Joint Parliamentary Committee has 
continued its work of watching all parliamentary matters 
relating to the qualification and status of accountants and 
auditors. Throughout the year under review the joint 
committee has been successful in maintaining the adoption 
of a form of audit clause which confines in effect the choice 
of professional auditor to members of the accountancy 
bodies represented on the joint committee., 


Section 161 of the Companies Act, 1948 


91. In paragraph 92 of the last report (under the heading 
‘Draft Public Accountants’ Bill)! it was stated that the 
Co-ordinating Committee had decided to recommend to the 
Board of Trade that Section.161 of the Act be amended so 
as to extend the application of that section to all companies 
and to strengthen the requirements of the Act in respect of 
the qualification of persons for appointment as auditors, 
Submissions to this effect have now been made to the 
President of the Board of Trade by the Presidents of all the 
accountancy bodies represented on the Co-ordinating 
Committee. 


Overseas Legislation 


92. Legislation and other activities in various parts of the 
world affecting the practice of accountancy and auditing 
have been watched closely and representations have been 
made, when necessary, through the appropriate channels. 
'ÜThe Council believes that the ideal arrangement is 
reciprocity in all parts of the world of the right to practise 
under the professional designation which the individual 
&ccountant has obtained by suitable training, experience 
and examination and that there should be no restrictions on 
the right to enter into partnership or agency arrangements 
with properly qualified accountants, whatever may be their 
country of residence. It is against that general background 
that representations are made when developments in 
Overseas countries are prejudicial to the interests of members 
of the Institute. 


The P. D. Leake Trust Fund 
93. The P. D. Leake Trust Fund (first referred to in 


paragraph 108 of the report for 1949)! has now been 
* Seo The Accountant, April 26th, 1952, at page 444. 
3 See The Accountant, April 29th, 1950, at page 477. 
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received. The late Mr P. D: Leake bequeathed the residue 
of his estate to the Institute in trust to be applied for such 
purposes falling within the legal definition of charity as are 
likely to benefit and advance the science of accounting and 
of political economy including the subject of public finance 
and taxation. At December 3186, 1952, the capital of the 
fund amounted (at cost or probate value) to £85,906 and the 
accumulated income to £10,024, excluding substantial 
taxation repayments not yet received. The Council has 
reappointed Messrs W. L. Barrows, F.c.a., W. С. Campbell, 
B.A., Е.С.А., D. V. House, F.c.a., and Sir Russell Kettle, 
F.C.A., to act with the President as the committee which, 
under the terms of the will, is required to be appointed to 
administer the income, Without binding the committee, the 
testator suggested various ways in which the income might 
be applied to achieve the object of the bequest, and the 
P. D. Leake Committee is endeavouring to make the best 
arrangements for carrying out the wishes of the testator. 


Library 


94. Activity. The following figures show the extent to which 
the library has been used in recent years: 


Persons Books 
Year attending lent 
194 6,908 3,608 
194 1959 3,822 
1949 1389 3725 
1950 9,092 3,929 
1951 10,263 4,213 
1952 9,819 4,509 


95. Short List. A new edition dated August 1952 of the 
Short List of Books in Most Frequent Use in the library, 
including books available on loan, has been compiled. 
Copies of the list are available to members, free and post 
free, from the Librarian upon receipt of an addressed label. 
This was announced in The Accountant of September 27th, 
1952. 

96. Tax cases. An index of reports of tax cases is maintained 
- in the library in a form which enables reports of recent 
cases to be found either by the names of the parties or by 
the subject matter. 

97. Exhibition. In June 1952 an exhibition of early books 
on book-keeping was held in Guildhall in connection with 
the Sixth International Congress on Accounting. ‘The first 
of its kind to be held in this country, the exhibition was 
well attended and the examples from the Institute's 
collection, many of great rarity, aroused considerable 
interest, _ 

Appointments Register 


98. Activity on the register was much the same as in 1951, 
there being a slight reduction in the number of inquiries 
from employers and a slight increase in the numbers of 
members placed. The demand for young members соп- 
tinues to predominate and some of the middle-aged and 
older members are experiencing difficulty in securing new 
posts. Information would be welcomed from members who 
are aware of appointments for which such members might 
be suitable. 


Members’ Handbook 
99. No supplements to the Members’ Handbook have been 
issued since the last report, but a pamphlet of supplements 
is in preparation and should be available for issue shortly 
after the annual meeting. 


Institute Journal or Bulletin 
100. It has been decided to defer further consideration of 


the proposal (referred to in paragraph 45 of the report for 
1947) to issue a journal or bulletin periodically: to all 
members. 7 . 


і “~ 5 
——Nomiinatigns. to Othe of ae 
хот. City of Birming: $9 o |}. Mr W. І. 
Barrows, Е.С.А., has «еб psentative of 
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the Institute on the College of Commerce Advisory 
Committee of the City of Birmingham Education Com- 
mittee for the municipal year ending in May 1953. 

102. Civil Service Commission. Mr Т. Fleming Birch, 
F.c.A., and Mr P. M. Rees, M.C., F.C.A., were nominated to 
and have served on Selection Boards for the interviewing of 
candidates for positions open to professional accountants 
in Government departments. 

103. Professional Classes Aid Council. Mr C. H. S. 
Loveday, A.C.A., an Assistant Secretary of the Institute, was 
nominated as the representative of the Council to serve on 
the Professional Classes Aid Council for a term of three 
years. 


King George VI National Memorial Fund 


104. The Council decided at its meeting on November sth, 
1952, to contribute 250 guineas from the funds of the 
Institute to the King George VI National Memorial Fund. 
A resolution approving the payment will be moved at the 
annual meeting. 


Lord Mayor's National Flood and 
Tempest Distress Fund 


105. The Council decided at its meeting on February 4th, 
1953, to contribute 250 guineas from the funds of the 
Institute to the Lord Mayor's National Flood and Tempest 
Distress Fund. A resolution approving the payment will 
be moved at the annual meeting. 


Westminster Abbey 


106. А letter from the President of the Institute commending 
to members the appeal for funds for restoration work in 
Westminster Abbey was published in The Accountant of 
March 21st, 1953. | 


Institute Staff Pensions 


107. The pressure of other matters made it necessary to 
suspend consideration of a revised scheme for pensions 
for the Institute staff. This is now under active considera- 
tion and it is hoped that a new scheme will be brought into 
operation before the end of 1953. 


Appreciation 


108. The Council wishes to record its appreciation of the 
invaluable work done, often at considerable personal 
inconvenience, by members of the Institute who have given 
so much time to the work of the Taxation and Research 
Committee, the committees of the district societies, summer 
courses and other activities on behalf of the Institute. The 
Council also wishes to record its appreciation of the work 
of the Secretary and his staff, particularly in the past year 
‘during which the Sixth International Congress on Account- 
ing added greatly to their work and responsibility. 


Accounts 


109. The audited accounts for 1952 are annexed to this 
report and show an excess of income over expenditure of 
£7,535. The accumulated fund at December 3181, 1952, 
was £165,167, which exceeds the 1939 figure of £163,632 
for the first time. The deficits incurred during the war and 
the immediate post-war years have thus now been repaired, 
subject to any charge which may have to be borne in respect 
of staff pensions when the new scheme has been settled 
(see paragraph 107). To make good those deficits was one 
of the objectives set when the Council’s policy in regard to 
the Institute’s income and expenditure was explained at a 
special meeting of members on November 2nd, 1949. 


Auditors 


110. The auditors, Mr Geoffrey Bostock, F.c.a., and Mr 
John Myers, Е.С.А., retire in conformity with Bye-law 115 
and are eligible for reappointment. 


T. B. ROBSON, 
April Ist, 1953. Presi. 
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THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


SIXTY-SEVENTH ANNUAL REPORT 


The sixty-seventh annual general meeting of the Chartered Accountants’ Benevolent ` 
Association will be held at the Hall of the Chartered Insurance Institute, 20 
Aldermanbury, London, EC2, on Wednesday, May 6th, 1953, at the conclusion of 
the annual meeting of The Institute of Chartered Accountants in England and Wales. 


We reproduce below the report of the Board of Governors 
for the year ended February 28th, 1953. 
1. The Association on February 28th, 1953, consisted of 


2,895 members, viz.: 
The President 387 Annual Governors 
67 Vice-Presidents 98 Life Members 
19 Life Governors 323 Annual Members 


a. The total expended by the 
its formation amounts to £197,885. 

3. Relief granted compares with thé income · during the 
last five years as follows: 


tion in relief since 


Interest and 
Year Relief ^ Subscriptions iir d 
£ £ 

1948-1949 6,157 4,283 si 
1949-1950 6,721 4,473 3,383 

1950-1951 9,016 4,957 3,779 
1951-1952 9,432 5,142 *4,196 
1952-1953 9,235 *6,487 4,432 


*Includes ЊЕ years’ recoverable income-tax. 


4. The grants made by the Association out of the ‘W. B. 
Peat’ Memorial Scholarship Fund amounted to £224. 

5. During ‘the year 14 new applications for assistance 
have been received; assistance is being given in 8 of these 
cases, On the other hand, 15 cases are no longer being 
assisted. In all, 89 cases have been assisted from the general 
fund and 9 cases from the "W. B. Peat' Memorial Scholar- 
ship Fund. Brief details of cases in which assistance. has 
been granted during the year appear on pages 24 to 33.! 

6. For the first time since 1940 a list of subscribers 
to the Association is incorporated in the annual report. The 
Board cd that the inclusion of this list has added 
considerably to the expense of producing the report and it 
is not necessarily intended to publish it every year. Тће 
Board is, however, concerned that so few members of the 
Institute subscribe to the funds of the Association and it 
is ho that those who do subscribe will, with the aid of 
this list, be in a position to persuade other members of the 
Institute to become subscribers. The publication of the list 
will also assist those district societies who have expressed 
a wish to increase membership in their areas. 

7. Since the last report, the Association has received a 
legacy and special donations, including: 


6 s: d 
Executors of the late Mr S, T. Peirson .. 100 o o 
Delmar Charitable Trust .. А 50 о о 
Chartered Accountants’ Lodge IO IO O 


1 Not reproduced, – Editor. 


UE sd 

Council Luncheon Club .. IO IO о 
- Bekonscot Model Railway and ` General - 

Charitable Association 1000 


: 8. The Board wishes to record its warm appreciation to 
Mr B. J. Davis, Mr R. У. L. Eke and Mr G: L. C. Touche 
for their work as members of the Investment Sub-Com- 
mittee of the Executive Committee of the Association. 

9. The Association continues to take an active interest in 
the progress of Crossways Trust, The two homes which 
have been opened by this Trust are both running success- 
fully and it is hoped that it will be able gradually to increase 
the number of homes so that accommodation for old people, 
whether able-bodied or infirm, will be available in due 
course throughout the country. Three се our beneficiaries 
are resident at Hurst Grange, Wo 

10. Once again Christmas food kampere bave been sent 
to the great majority of the beneficiaries of the Association 
thus providing them with small luxuries which they would 
certainly not otherwise be able to afford. The net cost of 
these hampers to thé Association has been reduced. by the 
income from the generous gift made by Mr J. N. Derbyshire, 
F.C.A., in memory of the late Mr H. Е. Holloway. 

11. The Board of Governors has to report with vey dai 
regret the death of Mr C. E. Fletcher who had 
member of the Executive Committee since 1942. His assist~ 
ance at meetings of the committee was always greatly valued. 

12. Miss Ethel Watts, B.A., F.C.A., has been elected a 
member of the Executive Committee. 

. The Board is appreciative of the help which it‘has 
received from the sub-committees of the provincial societies 
in Te Dd applicants for assistance. 

o Board thanks thanks the editor of The Accountant. for 
the f usd publicity which he has given to the Association. 

15. The honorary auditors, Mr Geoffrey Bostock, F.c.a., 
and Mr John Myers, Е.С.А., retire and kindly offer themselves 
for reappointment. 

16. Тће accounts for the year ended February 28th, 1953 
duly audited, are annexed to this report.! In the income and 
expenditure account. for the previous year a: change of 
accounting procedure was made whereby credit was taken 
for recoverable income-tax deducted at source from 
investment income; a similar change has now been made in 
respect of i income under deeds of covenant and, as a result, 
two years’ income-tax has been js and the surplus for 
the year thereby increased by £99 . 

GEORGE R. FREEMAN, 

April 8th, 1953. 


President. 
3 Not reproduced. ~ Editor. 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Union Corporation Ltd v. C.I.R. 
Johannesburg Consolidated Investment Co Ltd 
v. СІК. 

Trinidad Leasehold Ltd v. C.I.R. 


In the House of Lords ~ March oth, 1953 
(Before Lord Мовмамр, Lord Oagsey, Lord MORTON 
oF Henryron, Lord Rew and Lord Conen) 


Profits tax — Exemption from distribution charge – 
Company resident in United Kingdom — Whether 
ordinarily resident abroad ~ Whether relief applicable – 
Income Tax Act, 1918, Schedule D, Cases I and П, 
Rule тг – Finance Act, 1937, Sections rg, 20- 
Finance Act, 1946, Section 44 — Finance Act, 1947, 
Sections 30, 31, 39. 

АП three companies claimed exemption from dis- 
tribution charge to profits tax on the ground that, 
although they were ordinarily resident within the 
United Kingdom, they were also ordinarily resident 
outside the United Kingdom, the first two companies 
in South Africa, and the third company in Trinidad; 
and that they were, therefore, exempt by virtue of 
Section 39 (1) of the Finance Act, 1947. 

Тће South African companies were incorporated 
in the former South African Republic (now the 
Transvaal Province). The companies adopted new 
articles of association under the procedure in the 
Companies Act, 1926 (South Africa), and the new 
articles were registered at Pretoria, in accordance 
with Section 17 of that Act, and they are the articles 
now in force. The registered office of each company 
was in Johannesburg, and this is obligatory under 
the last-mentioned Act. Of the ten directors, five 
resided and performed their duties in the United 
Kingdom, and five resided and performed their 
duties in South Africa. T'he board meets in London. 
Certain of the directors held powers of attorney 
widely expressed. . 

The activities of the companies were carried on 
partly in South Africa and partly in England. Тће 
South African activities consisted of the management 
and development of gold mines, and the English 
activities consisted mainly of the buying and selling 
of shares. 

All general meetings were held in South Africa. 
The accounts were made up and audited in South 
Africa, and were drawn up in South African currency, 
United Kingdom currency being used at par. Divi- 
dends were distributed from South Africa or England 
according to the address of the shareholder, and 
transfers of shares were registered in Johannesburg 
or London. Share certificates were issued according 
to where the instrument of transfer was lodged. 'T'he 
register of members was kept in Johannesburg, as 
was required by Section 25 of the Companies Act, 
1926 (South Africa). The common seal was kept in 


Johannesburg; and the official seal in London. The 
great preponderance of employees was in South 
Africa. 

The Trinidad company was incorporated in the 
United Kingdom, and the directors held their meet- 
ings here. All general meetings were held here, and 
the common seal was kept here. The accounts were 
prepared and audited in the United Kingdom. The 
company's trading activities took place in "Trinidad, 
where it operated oil wells on a large scale, and where 
all its employees were, except the staff of the London 
office. There were no trading activities in the United 
Kingdom except those connected with the control 
of the board. The chairman and the managing 
director paid frequent visits to Trinidad. 

Тће Special Commissioners decided (а) that 
Section 39 (1) of the Finance Act, 1947, applied to 
any company which was ordinarily resident both 
outside and inside the United Kingdom; but (5) that 
none of the companies was ordinarily resident other- 
wise than in the United Kingdom. 


Held (affirming the judgment of the Court of 
Appeal) that Section 39 (1) of the Finance Act, 
1947, applied only to a company resident outside 
the United Kingdom, and not resident within it, 
and that no decision on the second question, there- 
fore, was necessary. ; 


C.L.R. v. City of Glasgow Police Athletic 
Association 


In the House of Lords ~ March 9th, 1953 
(Before Lord Normann, Lord Oaxsev, Lord Morton 
or HENRYTON, Lord Rem and Lord Сонам) 


Income-tax — Charity — Trade — Athletic and recrea- 
tional association for police force — English and Scots 
law ~ No evidence of English law ~ 43 Elizabeth, c. 4 
(Charities) — Income Tax Act, 1918, Section 37 (1) (b) 
— Finance Act, 1921, Section Зо (т) (с). 

The association was formed in 1938 for the purpose 
of co-ordinating the athletic and sporting activities 
of the members of the City of Glasgow Police Force, 
and its object was the encouraging of all forms of 
athletics, sports and general pastimes. At first mem- 
bership was compulsory for all new entrants to the 
force, but since 1948 it has been voluntary. The 
membership covered 85 per cent of the police force, 
and included all recruits since 1948. The association 
was administered by members of the force, and all 
decisions had to be approved by the Chief Constable. 
The serving members paid a weekly subscription, 
and ex-members an annual subscription. 

Every year the association organized an open 
amateur sports meeting for the purpose of raising 
funds for its members. For the period to September 
30th, 1950, the total revenue was £2,778, including 


April 25th, 1953 


£1,225 from members’ subscriptions and £1,214 
from the surplus of the annual sports meeting. The 
Special Commissioners decided that the activities of 
the association increased the efficiency of the police 
force, and that this increased efficiency conferred 
direct benefits on the public; they held, there- 
fore, that the association was a charity, and was 
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entitled to exemption from tax on the £1,214. 

: Held (reversing the interlocuter of the Court of 
Session), that the Court of Session had jurisdiction 
to pronounce an opinion upon the correctness of the 
Special Commissioners’ decision, and that the asso- 
ciation was not established for charitable purposes 
only. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


'TAXATION AND RESEARCH. COMMITTEE 


The sixty-eighth meeting of the Taxation 

and Research Committee was held at the 

Institute on Thursday, March roth, 1953, 

ai 2 p.m. 

Present: Mr G. С. С. ue (in the chair); Messrs Т. 
Fleming Birch, J. B. Burnie, W. С. Campbell; P. Е. 
Carpenter, F. Carruthers, J. Cartner, R. M. Chapman, T.D., 
D. А. Clarke, J. Clayton, R. W. Cox, E. H. Davison, У. 6. 
Densem, R. B. Dixon, S. Dixon, A. R. English, F. J. 
Eves, F. M. Gilliat, G. S. Hamilton, S. C. Hand, E. A. 
Harris, N. B. Hart, о.в.к., T.D., J. Latham, C.B.&, E. №. 
Macdonald, p.F.c., J. Н. Mann, M.B.E., J. W. G. Mitchell, 
G. P. Morgan-Jones, H. Norris, R. J. ‘Ogle, R. A. Palmer, 
T.D., А. H. Proud, P. M. Rees, M.c., P. V. Roberts, C. N. 
Btorey, H. F. Strachan, A. G. Thomas, G. L. C. Touche, 
P. Turner, R. Walton and G. H. Yarnell, with an 
sum Secretary of the Institute and Mr K. H. Saunder- 
son, Assistant to the Taxation and Research Committee. 


Membership 
The committee welcomed Mr Arthur Robert 
English, A.C.A., who had been nominated by the 
Council to fill the vacancy caused by the resignation 
of Mr W. W. Fea on his election to membership of 
the Council. 


Reports of Standing Sub-Committees 
Reports from the following standing sub-committees 
were received: 
General Advisory Sub-Committee (including pro- 
gress reports by four drafting sub-committees). 
Management Accounting Sub-Committee (includ- 
ing progress reports by two drafting sub- 
committees). 
Taxation Sub-Committee. 


Ad hoc Sub-Committees 


Progress reports were received from two special 
sub-committees and a new. special sub-committee 
was appointed. 


TAXATION AND RESEARCH COMMITTEE 

The sixty-ninth meeting of the Taxation and 

Research Committee was held at the Institute 

on Thursday, April 16th, 1953, at 2 p.m. 
Present: Mr G. G. G. Goult (in the chair); Messrs T. 
Fleming Birch, R. P. Brown, J. Cartner, R. M. Chapman, 
T.D., D. A. Clarke, J. Clayton, R. У. Cox, E. H. Davison, 
W. С. Densem, R. B. Dixon, S. Dixon, E. S. Foden, С. S. 
Hamilton, S. C. Hand, E. N. Macdonald, р.в.с., J. Н. 
Mann, M.B.&, К. A. Marden, С. P. Morgan-Jones, Н. 


Norris, R. J. Ogle, К. A. Palmer, T.D., P. M. Rees, M.C., 
P. V. Roberts, C. N. Storey, H. F. Strachan, A. G. Thomas, 
W. F. Tidswell, G. L. C. Touche, R. Walton and G. H. 
Yarnell, with an Assistant Secretary of the Institute and 
Mr K. H. Saunderson, Assistant to the Taxation and 
Research Committee. 

'This was a special meeting to consider a lengthy 
report from an ad hoc sub-committee. The report 
was discussed and referred back to the sub-committee 
for further consideration. 


Next Meeting 
'The next meeting was fixed for "UE June 18th, 
1953, at 2 p.m. З 


Personal 


Messrs HUGH LIMEBEER & Co, Chartered Account- 
ants, of 2 Broad Street Place, London, EC2, announce 
that Mr Автнов Norman Ho tis, А.С.А., and Mr 
JOHN ARTHUR Owers, A.C.A., have been admitted 
partners of the firm as from April Ізі, 1953. The 
name of the firm as from that date has been changed 
to LIMEBEER & Co. 

Messrs ANDREAE & RIDDLE, Chartered Account- 
ants, announce that in addition to their London 
office at 27-30 Basinghall Street, EC2, they have 
commenced practising as ANDREAE, RIDDLE & MILLER 
at 48 The Drive, Sevenoaks, Kent. 

Messrs Joun STANSFIELD, WESTMORE & Co, 
Chartered Accountants, of Colne, announce that 
they have reopened their Liverpool branch office at 
41 North John Street, Liverpool, and have taken 
into partnership, as from April rst, 1953, Mr COLIN 
FORSTER, А.С.А., who will be in charge of the Liver- 
pool office. 

Messrs DupLey Е. D. CARTWRIGHT, F.C.A., and 
Joun Е. ATKINSON, A.C.A., announce that the 
partnership hitherto existing between them has been 
dissolved by mutual consent with effect from April 
11th, 1953. The practice at з Queen Square, 
Brighton, will be carried on by Mr CARTWRIGHT in 
the name of Dupiey Е. D. CARTWRIGHT & Co, 
and the practices at 6 Chandos Street, Cavendish 
Square; London, Wr, and 16 High Street, Maiden- 
head by Mr ATKINSON in his own name. 

Messrs BAKER, TODMAN & Co, Chartered Account- 
ants, of Canada House, Norfolk Street, London, 
WC2, announce that they have admitted into partner- 
ship Mr J. A. Don Fox, B.A., А.С.А., who has been 
associated with the firm for a number of years. Тће 
style of the firm will remain unchanged. 


T 
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Messrs Squrers & Co, Chartered Accountants, of 
Birmingham, announce with much regret the death 
on. April 17th of their partner, Mr GRAHAM SQUIERS, 
F.C.A., after a short illness. 

‘Messrs Smirn & HanrING, Chartered Account- 
ants, of. 14 Queen Victoria Street, London, ЕСА, 
and of Port of Spain and Caracas, announce that as 
from March 26th, 1953, they have admitted Mr 
RIcHARD FRANCIS HARRISON, A.C.A., into partnership 
in the London firm. 

Messrs JENES, PERCIVAL, PrpGEON & Co, Char- 
tered Accountants, of 14 Finsbury Circus, London, 
EC2, announce with deep regret the death on March 
30th, 1953, of Mr Јонм EDWARD PERCIVAL, F.C.A. 
Mr PERCIVAL, who was born in 1879, joined the firm 
in 1895, was admitted a partner in 1906, became 

senior partner in 1938, and retired from active 
practice in 1944. 

Mn КагРН BEEVERS, F.C.A., practising under the 
style of RALPH Beevers & Co, Chartered Accountants, 
of 49 and 5o Bradford Street, Walsall, announces 
that he has admitted into partnership Mr T. H. 
SHORE, А.С;А., who has been a senior member of his 
staff for several years. Тће practice will be continued 
at the same address without change of name. 

. Messrs T. E. Коул, & Co, Chartered Account- 
ants, of North Shields, announce that Mr SIDNEY 
HAWDON, A.C.A., has been admitted a partner in the 
firm as from April ISt, 1953. The name of the firm 
will remain unchanged. 

Mn MAYNARD GREEN, F.C.A., of 58 High Street, 
Daventry and 14 Market Place, Brackley, announces 
that he.has admitted into partnership Mr D. С. 
BRADBURY, A.C.A., who has been in charge of the 
Brackley office for a number of years. The practice 
will be carried on under the name of MAYNARD GREEN 
& Co, at the same addresses. 


Professional Notes 


Mr Bernard Alfred Burke, A.C.A., has been appointed 
secretary of Marshall & Aston. Ltd as from April 
7th, 1953. 

' Mr A. E. Biggs, a.a.c.c.a., has been appointed 
secretary of the Staveley. Iron & Chemical Co Ltd. 
He has been with the company for over forty years, 
since 1927 as chief cost accountant. 

ў Н. S. Green, A.C.A., has been appointed 
secrétary and chief accountant of Handley Page Ltd, 
and secretary of Handley Page (Reading) Ltd. Mr 
Green joined Handley Page early in 1951 as assistant 
accountant, and has been the company’s chief 
accountant since March 1952. 

Mr L. С.Е. Robson, Е.5.А.А., a partner in the firm 
of Darke, Robson & Co, Accountants and Auditors, 
has been elected chairman of the Selected Land and 
Property Company. 

Mr E. H. Miller, F.a.c.c.a., a partner in the firm 
of Miller, Mills and Bantock, Accountants and 
Auditors,’ ‘has been appointed an additional director 
of Burberrys Ltd. 


THE ACCOUNTANT 


April.25th, 1953 | 


Мг'р. D. Kidson, M.A., A.C.A., а partner in thie 
firm of Kidsons, Taylor & Co, has been appointed a 
director of Austin Reed Ltd. 


Obituary 
MR FREDERICK EMANUEL SIDAWAY, M.C., F.C.A. 


It is with much regret that we record the death 
which occurred suddenly on April 4th, of Mr 
Frederick E. Sidaway, M.C., F.C.A., senior partner 
in the firm of F. E. Sidaway, Son & Co, Chartered 
Accountants, of Pebe Birmingham, and at 
Halesowen. He was 

Born at Old Hill, he was educated at King 
Edward VI School, Stourbridge. He became articled 
in a Dudley firm of chartered accountants but in 

1915 he enlisted in the South Staffordshire Regiment 
and went to France and the Balkans. In September 
1918, he was seriously wounded at Salonika and was 
awarded the M.C. on the field of battle. He was 
made a member of the Serbian Order of the White 
Eagle with Sword. 

Mr Sidaway was adinitted an Associate of the 
Institute in 1920, and elected a Fellow in 1931. He 
helped to found the Stourbridge branch of the British 
Legion in 1922 and was honorary auditor to this and 
several other branches and to various local clubs. 
He was a prominent Worcestershire Freemason. 


Incorporated Accountant Elected 
L.C.C. Chairman 


Mr Arthur E. Middleton, J.P., Е.5.А.А., was elected 
this year's Chairman of the London County Council 
last ''uesday. The announcement of Mr Middleton's 
nomination as chairman was published in our issue 
of February 14th last. 


London and District Society of Chartered 
Accountants 


At a meeting to be held next Tuesday, at 6 p.m., in 
the Oak Hall of the Institute, a discussion on stock 
valuation will be opened by Professor №. Т. Baxter, 
B.COM., С.А., and Mr David Solomons, B.COM., А.С.А., 
of the Department of Accountancy in the University 
of London. 


Manchester Society of Chartered 
Accountants © 


The report of the committee of the Manchester 
Society of Chartered Accountants for the year ended 
December 31st, 1952, the seventy-second year of the 
Society’s activities, records a further rise in member- 
ship which now numbers 892. Of this total, 222 are 
members of the North Lancashire Brarich and 54 are 
members of the Bolton Branch — which was started 
in October 1951. 
. A good attendance was maintained throughout the 
-year at the Society's meetings, when a number of 
interesting lectures were given and an impromptu 
discussion on ‘Management and accountants’ was 
held. There were five meetings. of the Regional 
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Taxation and Research Committee and its members 
gave further consideration to the memorandum sub- 
mitted by the Council of the Institute to the Royal 


Commission on the Taxation of Profits and Income. - 


: More use was made of the appointments register 
in 1952 than in previous years. Тћеге were 14 
registrations from qualified persons seeking employ- 
ment and 18 inquiries from prospective employers. 

The joint tuition committee continued to play an 
important part in articled clerks’ training and three 
courses of Saturday morning lectures, for prepara- 
tory, Intermediate and Final students, were held 
during the winter months. Two residential courses 
were again organized at Burton Manor, in April and 
October, in conjunction with the Liverpool Society of 
Chartered Accountants. 


NORTH LANCASHIRE BRANCH 

The annual general meeting of the North Lancashire 
Branch was held last month at The Bull and Royal 
Hotel, Preston, when the following officers were 
elected for the ensuing year: 

Chairman: Mr Alexander Bleazard, ғ.с.А. (Blackpool). 

Vice-Chairman: Mr Guy Waterworth, F.C.A. (Blackburn). 
. Hon. Treasurer: Mr Frank Н. Walsh, F.c.a. (Burnley). 
. At an informal dinner following the meeting, the 
guests included Mr James Blakey, F.c.a., Vice- 
President of the Institute; Mr E. Gordon Turner, 
M.C., F.C.A., President of the Manchester Society of 
Chartered Accountants; Mr Е. Carruthers, A.C.A., 
Hon. Secretary of the Manchester Taxation and 
Research Committee; and Mr Thomas S. К. 
Andrew, A.C.A, Hon. Secretary of the Manchester 
Joint Tuition Committee. 

Mr Bleazard, the newly elected chairman, proposed 
the toast of "The Institute’ and Mr Blakey responded. 

The toast of the ‘Manchester Society of Chartered 
Accountants’ was proposed by Mr F. H. Walsh, 
F.c.A., and Mr Turner replied. 


Blackpool and Fylde Branch 


At the annual meeting of the Blackpool and Fylde 
Branch of the North Lancashire Branch of the 
Manchester Society of Chartered Accountants, held 
at The Palatine Hotel, Blackpool, Alderman F. I. 
Nickson, M.B.E., F.C.A., was elected President, and 
the committee and Hon. Secretary, Mr James 
Eckersley, A.C.A., were re-elected. At the first meeting 
of the committee Mr Е. C. Darwell, F.c.a., was 
elected chairman of the Branch for 1953-54. 


The Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants 


At the annual general meeting of the Hull, East 
Yorkshire and Lincolnshire Society of Chartered 
Accountants, held on April 13th at The White House 
Hotel, Jameson Street, Hull, the following officers 
were elected for the ensuing year: 
President: Mr N. B. Hart, о.в.8., T.D., D.L., LL.B., F.C.A. 
Vice-President: Mr Н. F. Strachan, F.C.A. 


Hon. Treasurer: Mr К. P. Helm, ғ.С.А. 
Hon. Librarian: Мт Н. С. Sergeant, А.С.А. 
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joint Hon. Secretaries: Messrs J. Hankinson, A.C.A. 
(Gener), and R. C. Copeman, A.C.A, (Taxation and 
earch), 


Rew Auditors: Messrs А. E. Devin, F.C.A., and T. 6. 


Burton, Р.С.А. 

Committee: Mr -Charles M. Strachan, 0.B.B., F.C.A. 
(member of the Council of the Institute), and Messrs 
А. А. Beardsall, r.c.a., D. C. S. Downs, F.c.a.; W. B. Hall, 
Е.С.А., J. С. Hanwell, T.D., F.C.A,, T. W. Mackrill, F.C.A., 
E. C. "Mallett, F.C.A., Е. S. Mowforth, F.C.A., T. P. Nicholls, 
A.C.A., А. S. Freeth Oliver, F.C.A., A. G. "Pearson, F.C.A., 
G. B. "Robins, F.C.A., R. G. Slack, MA., F.C.A., N. Townend, 
F.C.A., and А. N. Townsley, A.C.A. 


Revenue Paper: Easter Sittings 


CHANCERY DIVISION 

The following cases are down for hearing in the 

Chancery Division: 

Philip Hutton v. C.I.R. 

C.LR. v. Walter Cain Ltd for the trade of Barrett & 
Co (Lancashire & Cheshire) Ltd. 

H. L. Edwards (Inspector of Taxes) v. H. Bairstow 
& F. Harrison. 

John Hudson & Co Ltd v. E. A. Kirkness (Inspector 
of Taxes). 

A. R. Jennings (Inspector of Taxes) v. The Mayor, 
Aldermen and Burgesses of the County Borough of 
Middlesbrough. 

G. E. W. Household v. W. S. Grimshaw (Inspector 
of Taxes). 

C.I.R. v. Patience Mourilyan Badenach Nicholson 
and Reuben Charles Bartlett, the Trustee of the 
Frank Butler Memorial Fund. 

Н. Golder (Inspector of Taxes) v. Ralli Brothers Ltd. 

Thomas Cain v. У. Schofield (Inspector of Taxes). 

СЛ. v. Custodis (1922) Ltd. 

Halbur Trust Ltd (in liquidation) v. C.I.R. 


` Burlah Trust Limited (in liquidation) v. C.LR. 


Augusta Platt and Others (Trustees of the will of 
John Crawfurd Platt, deceased) v. СТЕ. 

О. Т. B. Sharkey (Inspector of Taxes) v. Sir Harold 
Wernher. 

W. I. Goff (Inspector of Taxes) v. Osborne & Co 
(Sheffield) Ltd. 

S. T. Patrick (Inspector of Taxes) v. Broadstone 
Mills Ltd. 

Harold Victor Boarland (Inspector of Taxes) v. The 
Madras Electric Supply Corporation (in liqui- 
dation). 

Ann Gordon Stokes v. R. N. Bennett (Inspector of 
Taxes). 

C.I.R. v. Universal Grinding Wheel Co Ltd. 

H. Foulds v. E. F. Clayton (Inspector of Taxes). 

Charles Gordon Strick (Inspector of A v. 
Edward Henry Longsdon. 


The Institute of Taxation 
The annual general meeting of The Institute of 
Taxation was held in London last Tuesday, with the 
President, Mr Stanley А. Spofforth, F.c.a., Е.С.1.5., 
in the chair. 
In moving the adoption of the report and accounts 
for 1952, Mr Spofforth referred to the interim report 
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of the Royal Commission on Taxation which points 
out that only in this country and Western Germany 
are profits earned abroad taxed at the same rate as 
those earned at home. 

Turning to what he described as the ‘great hunt’ 
in the taxation liability on Post Office Savings Bank 
interest and the confusion which it raises in the minds 
of depositors, Mr Spofforth made the suggestion that 
a printed slip should be inserted in the bank-book, 
when it was made up, stating that the interest shown 
should be included in income-tax returns. 

. Mr Spofforth also dealt with the serious effect of 
death duties on private companies. He described the 
help which will be given by the recently formed 
Estate Duties Investment Trust Co Ltd as an excel- 
lent palliative, but ‘as a remedy it takes us no further’. 


The Nottingham Chartered Accountant 
Students’ Society 


The Nottingham Chartered Accountant Students’ 
Society played its annual rugby match with the 
Nottingham Law Students’ Society at the Notting- 
ham R.F.C. ground, Beeston, recently, when after a 
hard fought battle, the law students won by 20 
points to 9. 

In the first quarter of an hour the law students 
scored three rapid tries; however, the accountant 
students rallied and after half-time tries were scored 
by J. Hind and P. J. Doncaster, bringing the score 
to 12-6. After numerous attacks, the law students 
again broke through to make two more tries. The last 
try of the game was scored for the accountant 
students by C. R. Shaw. 


Our Contemporaries 

THE ACCOUNTANTS’ MAGAZINE. (March.) 

Tue Cost ACCOUNTANT. (April) ‘Budgetary Control’, by 
Cyril A. Herring, F.c.W.A. 

THE CHARTERED ACCOUNTANT IN AUSTRALIA. (Sydney.) 
(January.) ‘Aids to Management through Cost Account- 
ie en Budgetary Control’, by С. W. M. Court, F.c.a. 
Au 

Tue Banker. (April.) ‘Electronics and the Banks – II’, by 
M. S. Goldring. 

THe CANADIAN CHARTERED ACCOUNTANT. (Toronto.) 
(March.) ‘Research Bulletin No. 9 – The use of the term 
“Reserve” and Accounting for Reserves’. 


Our Weekly Problem 
No. 67: A TOKEN OF GRATITUDE 
The headmistress of St Surplus had given Mr L. U. 
Sidate a school photograph as a token of gratitude 


for distributing the prizes. ‘This was a long panoramic 
affair, which Charles Sidate snaffled, deciding it 
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would look well framed and hung up in his father’s 
office. He searched the attic and found some of his 
old school photographs which had square frames. 
One of these produced exactly the right length of 
frame (in inches) to make a frame for the St Surplus 
group. He also discovered that one of the other 
groups contained the right area of glass if he had had 
any method of cutting it. 


What was the size of the St Surplus photograph? 
The answer will be published next week. 


ANSWER TO Мо. 66: А SipATE EMBRACE 


After deducting 9 for Mr Sidate and the headmistress there 
were 91. The question then arises whether when two 
girls kissed each other Charles counted it as one or two. 
If the latter, the question is insoluble; if the former, there 
were 14 prize-winners. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or APRIL 27TH, 1878 
The Institute of Accountants 


Extract from the discussion at the annual general 
meeting of the Institute of Accountants held in April, 
1878. 

Mr. Nix asked whether there was any possibility 
of a charter being obtained, as it would be preferable 
to an Act of Parliament. Accountants in Scotland 
had one, and it would be extraordinary if accountants 
in England should be unable to obtain one. 

The Chairman did not know what a charter could 
do for them. If they asked for a charter the answer 
would be that they were a literary institution or 
soinething of that nature, and could incorporate 
themselves as a limited company without the word 
limited. That would give them all the privileges that 
a charter offered. A charter would not enable them 
to prevent a man calling himself an accountant. 
There were accountants in Edinburgh who did not 
belong to the chartered corporation, and they could 
practise, although the courts might not appoint 
them judicially. 

Mr. Goode observed that the Courts of Session 
restricted their appointments to members of the 
Institute. 

The Chairman said that a charter would not do 
what they wanted, but it would be worth all the time 
and money they could spend to obtain an Act of 
Parliament. 

Mr. Gardiner said that he should be in favour of 
increasing the subscriptions if it were for the purpose 
of obtaining an Act of Parliament to make them a 
body not only capable of expressing opinions but of 
giving weight to them. 
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THE ASSOCIATION’S YEAR 


HE Association of Certified and Corporate Accountants 

can look back with satisfaction on the year 1952 as one of 

further progress and achievement. Membership continued 
to increase steadily, the improvement in the standard of perform- 
ance at the examinations set by the Association was maintained 
and, despite still rising costs and ever expanding interests, the 
Council contrived, by the exercise of discreet husbandry, to show 
a revenue surplus of £3,173 on the year’s transactions. 

In his speech to members at the annual general meeting held 
last Tuesday, the Rr. Hon. Lorp LATHAM, J.P., F.A.C.C.A., 
reviewed some of the more important of the Association’s recent 
activities. Among these was the submission of an additional 
memorandum to the Royal Commission on the Taxation of 
Profits and Income. The Commission’s original terms of reference 
contained an injunction that its recommendations should be 
consistent with maintaining the total yield of taxation. This 
condition was.afterwards modified and those bodies which had. 
already given written evidence were asked to indicate an order of 
priority to their recommendations to the Commission on the 
assumption that a substantial loss of revenue could be contem- 
plated. Lorp LATHAM stated that the reform which in the opinion 


' of the Association was most urgent, was the revision of taxation 


on annuities. Although the purchase of an annuity was essentially 

a capital transaction, the annuity payments — predominantly 

capital in content — were regarded as income for tax purposes.- 
It was high time that the Inland Revenue recognized the capital 

element inherent in such payments and put the ordinary life 

annuity on the same basis as the fixed term annuity. 

Lorp LATHAM extended a modified welcome to the Budget ` 
proposals but thought that neither the impending demise of the 
excess profits levy nor the reintroduction of initial allowances 
went far towards the very necessary re-equipment and develop- 
ment of industry. Something more than accelerated. reliefs was 
required to stop tlie present drain on capital caused by the 
unrealistic official attitude towards what was a proper allowable 
charge for depreciation for taxation purposes. | 

After holding the position of Secretary of the Association since 


_ 1921 – a span which covers, as the Council's report puts it, the 


most vital part of the Association's life-Mr J. C. LATHAM 
retired on Thursday. The PRESIDENT paid gracious tribute to his 
character and abilities and on another page we give an apprecia- 
tion of a career outstanding for its selfless devotion not only to 
the Association but also to the profession as a whole. Mr ГАТНАМ 5 
successor is Мк Е. C. OssounN, to whom we refer in a Weekly 
Note. Extracts from the speech appear elsewhere in this issue. 
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THE FINANCE BILL—I 


HE new Finance Bill, published on April 

24th, is a much less formidable document 

than last year's. It contains only thirty- 
three sections and two brief schedules, and covers 
no more than thirty-six pages. Besides implement- 
ing the more spectacular changes announced in 
the Budget speech it contains provisions for 
altering the law which are news in themselves. 


Clause 13: Section 34 Relief 


Some of the anomalies and uncertainties associ- 


ated with the provision for the set-off of loss 
against other income, now contained in Section 
341 of the Income Tax Act, 1952, but perhaps 
better known as ‘Section 34’ (of the Income Tax 
Act, 1918) are dealt with by clause 13 of the new 
Bill which also implements a recommendation of 
the first Millard Tucker committee. 

Where a married person incurs a loss in a trade, 
profession, employment or vocation, he or she 
can require the set-off to be confined to his or her 
own income, whatever the other spouse’s income 
may be. Thus a married woman will be able to 
keep all the relief for her own income (clause 13 
(2)). 

Hitherto, in the absence of specific provisions 
on the point, the Inland Revenue have insisted 
that the loss relief should be allowed primarily 
against earned income of the claimant, thus 
reducing his earned income relief. Clause 13 (1) 
now somewhat belatedly gives authority for this 
practice. However, in the uncommon case where 
the loss is incurred in connection with a source of 
unearned income, e.g. a sleeping partnership, the 

. relief is to be allowed primarily against unearned 
income. 

Where a married claimant has not required the 
relief to be confined to his or her individual 

-~ income, so that it is available against the income 
of both spouses, the order of set-off is as follows: 
Loss from a source (1) Own earned income; then 
ofearned income (2) own unearned income; then 
то be set against: (3) spouse’s earned income; then 
(4) spouse’s unearned income. 
Where the loss is in connection with a source of 
unearned income the above order of set-off is 
amended from (1), (2), (3), (4) to (2), (1), (4), (3). 
The logic of these provisions is not very clear 
but at least they remove the uncertainty. 


The scope of the relief is extended by clause 13 
(3) which stems from the Millard Tucker report. 
Unexhausted loss may be carried forward and 
set off against the claimant’s total income of the 


next following year, provided that he still has the 


source of income which gave rise to the loss. This 
new relief is given in priority to relief for the 
current year. The first year of operation is 1953-54 
so that it includes а loss incurred in 1952-53. 
Hitherto, Commissioners’ decisions on loss 
claims of this type have been final. Clause 13 (4) . 
now permits either the claimant or the Inspector 


‘to appeal by way of case stated on a point of law. 


Clause 14: Initial Allowances 
The reintroduction of initial allowances is con- 
fined in general to expenditure incurred on or 
after April 15th, 1953, but clause 14 (5) has a 
special concession for ships. Where the price of 
the ship is payable before then but the ship is 
delivered.on or aftef April 15th, the price is 
deemed to be payable on April 15th. Where the 
price is payable by instalments, some before and 
some after the relevant date, the earlier instal- 
ments are deemed to have been payable on 
April 15th. | 
The new allowances apply to income-tax and 
profits tax but not to excess profits levy. 


. Clause 15: Extension of ‘Industrial Building’ 
Definition — 

Clause 15 (1) extends the definition of industrial 

building to include a building or structure in use 

for the purposes of a trade which consists in the 

catching or taking of fish or shell-fish. 

Buildings and structures in use for the pur- 
poses of a trade which consists in working land 
used for husbandry or forestry outside the 
United Kingdom are raised to the status of 
industrial buildings (clause 15 (2)).  . M. 

Clause 15 (3) contains the necessary transitional 
provisions while clause 15 (4) makes it clear that 
excess profits levy is not affected. 


Clause 16: Industrial Buildings and 
Maintenance Relief 
In certain circumstances capital expenditure on 
buildings may qualify for Schedule А maintenance 
relief. If the building is an industrial building the 
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expenditure may also qualify for capital allow- 
ance. Clause 16 is designed to ensure that there is 
no overlapping. Sub-clause (1) provides for capital 
allowance on the expenditure as though it were 
incurred on the construction of a building. If 
this expenditure subsequently goes to increase 
Schedule A maintenance relief, the capital allow- 
ances are to be withdrawn pro tanto (sub-clause 
(2)). By sub-clause (4) the clause is made retro- 
spective but it is not to affect an assessment which 
became final and conclusive before April 15th, 
1953. 
~ Clause 17: Partnership Changes 

Clause 17, dealing with partnerships, broadly 
speaking implements the recommendations in 
paragraph 72 of the Millard Tucker Report, to 
deal with the anomalies set out in paragraphs 
25-28 of that report. 

In general, any change in the constitution of a 
partnership (and the taking of a partner by a sole 
trader) is to involve the automatic application of 
the cessation provisions (sub-clause (1)). Sub- 
clause (2) gives any individual partner the right 
to claim cessation (for the whole partnership) 
when there has been a change in the basis of 
allocation of profit. He must do so within six 
months of the change. This enables him to avoid 
paying tax based on high profits made at a time 
when his allocation was smaller. 

In either of the above cases it will be open to 
the partnership as a whole to elect, within twelve 
months after the change, that the cessation pro- 
visions shall not apply (sub-clause (4)). This is 
subject, in the case of a change in the constitution 
of the partnership, to the continuance of at least 
one individual in the business before and after 
the change. 

Where cessation is applied under sub-clause 
(x) or (2), the third sub-clause preserves the right 
to carry forward losses and allows the old partners 
to treat unallowed capital allowances as losses for 
carry-forward purposes. 

Where the partnership elects against cessation 
on a change in its constitution, the assessment for 
the year of change is to be apportioned on a time 
basis between the old and the new partners and 
the two groups are to be charged separately (sub- 
clause 5 (a)). The remainder of sub-clause (5) in 
effect reverses the decision in Osler v. Hall ([1932] 
rı A T.C. 253; 17 T.C. 68), removing the restric- 
tion on the Revenue's power to make a penult- 
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imate year adjustment where a cessation has been 
preceded by a change in the constitution of the 
partnership which did not involve the application 
of the cessation provisions. 

Sections 145 and 146 of the Income Tax Act, 
1952, which incorporate the old provisions of 
Rules 9 and 11 of Cases I and II, Schedule D, 
are to be repealed. 


Clause 18: Payments to Associated Companies 
in Respect of Loss 


The Millard Tucker Report contained, in para- 
graph 294, the following recommendation sug- 
gested by the Inland Revenue: 


'If one company in a group agrees to make a 
payment out of, but not exceeding, its profits (after 
capital allowances) to another company in the 
group which has incurred a loss (after capital 
allowances), any payment made under such an 
agreement should be treated for income-tax 
purposes as a business expense incurred by the 
paying company and a business receipt by the 
receiving company.’ 

Clause 18, which covers more than three pages, 
is directed to implementing this recommendation 
in the case of groups of companies which are, 
broadly speaking, groups in the profits tax sense, 
ie. where the subsidiaries are 75 per cent sub- 
sidiaries. The clause may well be amended in 
committee, so that detailed comment on its 
complicated provisions is perhaps better deferred 
until the Bill has reached the Statute Book. 


Clause 19: Unremittable Oversea Profits 
Clause 19 implements one of the recommendations 
in the first report of the Royal Commission, which 
begins as follows: 


*A taxpayer should be given the option of deduct- 
ing from his profits as assessed to United Kingdom 
tax such part of them as he can show to be unremitt- 
able by virtue of local legislation or executive 
action which bears directly on the possibility of 
remittance. This part would, however, be kept in 
suspense until circumstances change so as to allow 
of its remittance. Апу part that did then become 
remittable would be written back to the year in 
which the profit arose and the original assessment 
revised accordingly. Such a scheme would require 
certain provision for the protection of the Revenue. 
It should be given the right to have a report from 
the taxpayer for each year of suspense, recording 
any change of circumstances and stating the reasons 
why unremittability was still claimed.’ 


(To be continued.) 
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RETIREMENT OF MR J. C. LATHAM, D.L. 


| | R JOHN CHRISTMAS LATHAM, 
D.L., F.A.C.C.A., Е.5.А.А., F.C.LS., retired 
from the secretaryship of 'The Associa- 
tion of Certified and Corporate Accountants on 
Thursday, last, after serving the Association 
for more than thirty-one years. 

Undoubtedly one of the best known and most 
popular members of the profession, he has 
travelled extensively on 
behalf of the Associa- 
tion in the United 
Kingdom and in many 
parts of the world, and 
ће can count friends 
wherever the profession 
is established. 

As the Association is 
just 49 years of age, it is 
a self-evident fact that 
Mr LATHAM has played 
the leading part in guid- 
ing this professional 
body to the position 
that it now holds. When 
he became secretary in 
1921, there were 2,234 
members; today there 
are nearly 8,500, and 
for twenty years the Association has enjoyed full 
statutory recognition. 

Admitted a member of the Association in 1919 
and an associate of the Society in the following 
year, Mr ГАТНАМ had had over twenty years’ 
experience of local government when in 1921 he 
was faced with the decision whether to continue 
his career - in which he had every reason to 
believe that he would be highly successful – or to 
accept the secretaryship of the Association. ‘That 
he made the right decision — one that has benefited 
not only the Association but the profession as a 
whole – has been amply proved. 

Statutory recognition was not enjoyed by the 
Association at the time of J. C. LarHAM's 
appointment. Many pages of The Accountant are 
devoted to recording the proceedings of the 
House of Commons Local Legislation Com- 
mittee in 1930 when the Association fought for 
and won statutory recognition in the Cardiff 





Corporation Act of that year. MR LATHAM was 
the redoubtable warrior who carried the flag of the 
Association to victory and a few years later took 
the most prominent part in the difficult and pro- 
tracted negotiations which preceded the absorption 
of the Corporation of Accountants in November: 
1938 – and again two and a half years later when 
the Institute of Certified Public Accountants 
was absorbed. 

Despite MR 
LATHAM’S whole- 
hearted devotion to the 
interests of the Associa- 
tion he found time to 
take part in the affairs 
of other organizations. 
For many years he 
represented the Assoc- 
iation on the various 
joint committees of the 
profession and he was 
a member of the Coun- 
cil and Chairman of the 
Entertainments Com- 
mittee of the Inter- 
national Congress held 
in London last year. He 
is on the Board of 
Governors of the City of London College, a 
member of the Commercial Education Com- 
mittee of the London Chamber of Commerce and 
of the Board of Management of the National 
Chamber of Trade. He: is a Fellow of the 
Chartered Institute of Secretaries, a Fellow of the 
Royal Statistical Society and a Liveryman of the 
Worshipful Company of Painter Stainers. He was 
honoured in 1949. by being appointed a Deputy 
Lieutenant of the County of Middlesex. 

The Council of the Association have invited 
Mr ГАТНАМ to continue in office as part-time 
director in an executive and consultative capacity. 
We-are pleased to record his acceptance: his 
appointment began yesterday. 

We are sure that all Mr ГАТНАМ 5 friends will 
be happy in the knowledge that he resigns the 
secretaryship in excellent health and we join with * 
them in offering to him and to Mrs LATHAM our 
very best wishes for the future. 
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THE FINANCE ACT, 1952—XLIII 
EXCESS PROFITS LEVY (CONCLUDED) 


Section 51: New Holding Companies 
ECTION 50 does not apply where Section 51 
applies. Where a company is formed after 
January ist, 1952, mainly to acquire share 
capital of one or more other companies, and it does 
acquire not less than three-quarters of their 
ordinary share capital, Section 51 applies the 
following special provisions in computing the 
liability of the new holding company. 

(а) Amounts applied in acquiring any share 
capital of the subsidiaries are treated as 
repayments of the holding company’s own 
capital. 

(b) Dividends from the sabur are ignored 


relief and over-distributions. 
(c) If the shareholdings in the subsidiaries are 
| disposed of, wholly or partially, or repaid, 
` а corresponding proportion of their original 
cost is treated as an issue of capital by the 
holding company. 
Section 52: Investment Companies 
A company whose functions consist mainly of 
holding investments (other than land) receives 
some relief in respect of dividends from other 
companies which are chargeable to the levy. Its 
excesses, deficiencies, and aggregate profits for 
the purpose of the overriding limitation, are each 
to be reduced by a proportion. The proportion is 


that which the profit ‘attributable’ to dividends . 


from companies ordinarily resident in the United 
Kingdom bear to the total profit. In arriving at 
this proportion, the dividends in question are 
presumably reduced by an appropriate amount 
as representing their share of the cost of operating 
the company. 

Section 52 does not apply to a member f a 
group unless all the other members are likewise 
investment companies. But clause 25 (2) of the 
new Finance Bill relaxes this restriction. 


Section 53: Companies not Ordinarily 
Resident 
It will be remembered that the levy is not con- 
fined to companies ordinarily resident in the 
United Kingdom. Companies not so resident, 
however, pay only on businesses carried on in the 


United Kingdom (Section 37). Section 53 (1) 
provides for the necessary apportionment, to the 
United Kingdom business, of the foreign com- 
pany's share capital, assets, distributions, and 
issues and repayments of share capital. Unless 


` the Inland Revenue otherwise direct, the appor- 


tionment is to be in the proportion borne by the 
British profit to the company's total profit. If the 
Inland Revenue direct otherwise, there is a right 
of appeal to the Special Commissioners. 

The remainder of Section 53 deals with the 
necessary machinery for assessing a non-resident 
company and is similar to the corresponding 


. profits tax and income-tax provisions. 
except for the purpose of non-distribution ~ 


Section 54: Companies with no Capital 
Section 54 makes it clear that notwithstanding 
the frequent references to share capital, a com- 
pany without a share capital is none the less liable 
to the levy and is subject to those provisions which 
can apply to it. 

Section. 55: Mineral Producers, Increase in 
Percentages 
A company working coal-mines, metal ores, and 
wells or asbestos is entitled to an increase in the 
various percentages which are applied in comput- 
ing standard profits. Where the estimated life-of 
the source is not more than thirty years the in- 
crease is 6 per cent; for an estimated life exceeding 
that but not exceeding sixty years the increase is 


3 per cent (Section 55 (x)). 


Section 55 (4) contains rules for computing the 
estimated life of the source by dividing the output 
of the chargeable accounting period (on a twelve 
months’ basis) into the sum of that output plus 
the total potential future output. 

Section 55 (2) (b) empowers the Board of 
Referees to extend the concession to companies 
working other sources, under regulations to be 
made by the Inland Revenue. These were made 
in February last! and were reviewed in The 
Accountant on February 21st, 1953, at page 208. 
The Income Тах (Mineral Deposits) Regulations, 
1947, S.R. & O. 1947, No. 947, also apply 
(Section 55 (5)). 


lExcess Profits Levy (Mineral Producers) Regulations, 
1953, S.I. 1953, Мо. 14a. 








522. 


Section 56: Minerals, Allowance for ` 
' Additional Output . 

In addition to the standard profits concession 
under Section 55, companies producing metal, 
oil or asbestos (but not coal) may receive a 
further concession under Section 56 in relation 
to the computation of.chatgeable profit provided 
the output is increased in relation to the standard 
- period and the Treasury certify the increase to be 
essential in the national interest. The company 
can elect in writing to have its chargeable profits 
compüted subject to deduction of an amount 
representing profit at the normal rate оп «ће 
additional output. Clause 25 (2) of the Finance 
Bill extends this concession. i 

Where а profits standard applies, normal output 
is a twelve months’ average of the actual output 
in the standard years. Where a percentage of 
average paid up capital is taken as the profit of 
one of the standard years, under Section 38 (4) (a), 
the output of that year is deemed to be such an 
amount as would produce that notional profit 
(Section 56 (3)). Where a percentage standard is 
taken the normal output is deemed to be such as 


would produce the standard profits as computed ` 


without regard to adjustments for distributions 
etc. and without regard to share capital move- 
ments, Presumably borrowed money adjustments 


are also meant to be ignored but this modification 


has apparently been overlooked. 


These notional computations of normal output. 


clearly require modification where the company's 
activities are not confined. to . producing the 
mineral in question. Accordingly, Section 56 (6) 
provides in those cases for such a reduction in 
the notional normal output ‘as may be just’. 

_ When the election under Section 56 is made, 
profits are to be computed as though there were 


no provisions for allowances for expenditure on ` 


oversea mineral rights (Income Tax Act, 1952, 
Section 310) or for expenditure on acquiring 
land oversea (Finance Act, 1952, Section 21). 
This is so even for a period when there was no 
additional output (Section 56 (7)). 

The intended working of the section was 
explained in the House of Commons on May 
27th, 1952,! by an example which was reproduced 
` in The Accountant on June 7th, 1952, at page 587. 
It was announced in the last Budget that the 
section would be extended to include other 
1 Hansard, May 27th, 1952. Col. 1254. 
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minerals. Section 56 (8) empowers the Treasury . 


'to make regulations to carry the section into 


effect and in particular for determining what is 
profit at the normal rate. The section does not 
apply where a minimum standard is claimed 
(Section 56 (9) and Twelfth Schedule, paragraph 
п (c)). 

Section 57: Local and Public Authorities 
Unless it elected otherwise by February gth, 
1953, а local authority is to deduct its sinking 
fund contributions for the standard and. charge- 
able periods (Section 57 (1)). The option would ' 
normally be claimed where the contributions in 
the chargeable periods were likely t to be lower 
than in the standard yéars.. 7 

The benefit of Section 57 (1) is ПЕЕ to a 
public authority provided it satisfies the following . 
conditions: ` 

(a) it has no share capital; 

(b) the interest on its stock or loan capital is 
at a fixed rate; 

(c) the sinking fund provision 18 aede by 
an Act of Parliament of the Unde TR ingdam 
or of Northern Ireland; 

(4) the public authority. is not one of the 
nationalized undertakings mentioned in 
Section 58, to which special provisions 
apply. 

Section 57 (3) makes it clear that the exemption 
from profits tax granted to statutory undertakings 
by. Section 19 (5) (6).of the Finance Act, 1937, is 
not to affect the computation of profits for levy 
purposes, e.g. in the standard period. 

Section 58, being confined in its application to 
certain nationalized undertakings, is of limited 
general interest. 


Section 59: Sur-tax Companies 

In the case of profits tax, where the whole of a 
company 's income covering a chargeable account- | 
ing period has been apportioned for sur-tax 
purposes, Section 31 (2) (3) (4) of the- Finance 
Act, 1947, makes special provision to prevent 
the same income being subjected to both sur-tax ` 
and profits tax. These special provisions are 
excluded from applying to the levy by Section 
59 (1) of the Finance Act, 1952. Тће remainder 
of Séction 59, however, contains somewhat 
similar provisions for levy purposes. 

Section 59 relief to a sur-tax company applies 
only where the whole of its income is apportioned 
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for sur-tax. Where there is only a partial apportion- 
ment, and consequently the sur-tax company 
remains liable to the levy for the same period, 
Section 68 permits it to deduct the levy, grossed 
up at the standard rate of income-tax, from its 
total income for sur-tax purposes (see The 
Accountant, October 25th, 1952, at page 473). 
This prevents double taxation. 


Section 60: Companies in Partnership 
As already stated, all businesses carried on by 
the same company are treated as one business for 


levy purposes. A company may carry on business. 


in partnership with someone else, either a 
company or an individual or both. In that case it is 
treated as carrying on the partnership business 
itself, but only its own share of the profit or loss 
is brought into account for levy purposes 
(Section 60 (1)). 

Section 60 (2) was introduced to prevent an 
anomaly where a company’s fractional share of 
the partnership profit is increased between the 
standard and the chargeable period, so that the 
‘excess’ profit is more apparent than real. When- 
ever the company’s share has been altered before 
the end of the chargeable accounting period, 
whether by simple increase or decrease, or by 
acquisition or disposal, its profits in the standard 
years are to be computed on the assumption that 
its share in those years was the same as its share 
in the chargeable accounting period, suitably 
averaged where the change took place during the 
chargeable accounting period itself. This does not 
apply to the computation of undistributed profit 
or over-distributions, which of course is con- 
cerned with actual amounts. 

As a corollary, amounts paid or received by the 
company in respect of the alteration in its 
partnership share are treated as movements of 
share capital, and Section 38 (2) adjustments 
apply accordingly. 

Sections 61, 62, 63 and 64 lay down the 
machinery of assessment, return-making and 
appeals, and this is sufficiently like the corres- 
ponding scheme of profits tax administration not 
to warrant detailed treatment in these articles. 


Section 65: Liability of Unincorporated 
Societies 


Section 65 extends liability to unincorporated 
societies as well as to corporate bodies. ‘The main 
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target of this provision has been said to be certain 
unincorporated building societies. 

It has in any case been assumed that partner- 
ships of individuals are not hit since the 
expression ‘unincorporated society’ is not apt to 
cover such partnerships. There are, however, at 
least some grounds for arguing that a partnership 
is the classical example of an unincorporated 
society. As the Inland Revenue are not seeking 
to assess partnerships as such, the question is 
perhaps academic. 


Section 70: Double Taxation Relief 
Section 70 (2) applies double taxation relief to 
excess profits levy as it applies to profits tax, but 
with some slight modifications. As already stated, 
credit is to be applied in the first case to the levy, 
attributable to the doubly-taxed income, the 
balance being applied to profits tax and then to 
income-tax. | 

Section 70 (2) (c) makes it clear that paragraph 
14 of the Sixteenth Schedule to the Income 'Tax 
Act, 1952, which is concerned with double tax 
relief as applied to profits tax groups, shall not 
apply to the levy. | | 

Standard profits are to be computed without, 
any deduction for unrelieved. foreign tax (except 
for the purposes of computing undistributed 
profits or over-distributions) (Section 70 (3)). 
For chargeable periods, the deduction for 
unrelieved tax is to be computed by taking the 
difference between the foreign tax and the total 
credit which would be allowable against all the 
United Kingdom taxes on the assumption that 
there was no deduction for unrelieved foreign 
tax (Section 70 (4)). Section 70 (5) sets out the 
arithmetical formula for determining how much 
of the levy charged on a company is attributable 
to the foreign income. 


Conclusion 
The universal condemnation which the excess 
profits levy has received, both as regards its 
incidence and as regards its detailed provisions, 
has induced the CHANCELLOR to curtail the period 
of charge to two years. It is unfortunate that he 
has not had the courage to scrap it from its 
commencement. The short duration of the levy 
does not warrant the computation of the standard 
profits. 

(Concluded.) 
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SHARE CAPITAL AND SHARE VALUES 


by GEOFFREY HORNSEY, LL.M. 
Lecturer in Law, University of Leeds 


j HE appointment of the Board of Trade 
Committee on No Par Value Shares raises 
once more the thorny problem of the 

attitude of the law to share capital in general and 

to nominal values in particular. Whilst we аге 
not here concerned with the problem of ‘capital’ 
and ‘profits’ for dividend purposes, it will be 

remembered that under the Companies Act, 1929, 

premiums received on the issue of shares could, 

at the discretion of the company, be treated as 
profits and distributed by way of dividend. This 
is, of course, now prohibited by Section 56 of the 

1948 Act, the shareholder thus being deprived of a 

possible immediate benefit in order to increase 

the profit-earning capacity of the company. 


Issue of Shares at Premium 
At the same time, however, it must be realized 
that so.strong is the hold of the concept of 
nominal value, there is no duty imposed on 
directors to issue shares at a premium (Hilder v. 
Dexter ([1902] A.C. 494)). Whether an attempt 
should be made to obtain a premium or not is a 
question for the directors to decide, and unless 
they act fraudulently, the Courts will not interfere 
with their discretion. Similarly, where a company 
receives property, rather than cash, as considera- 
tion for the issue of shares, the law will not, in 
the absence of fraud, inquire into the adequacy of 
that consideration. As Lindley, J., declared. іл 
Re Wragg ([1897] 1 Ch. 76): 
; ‘We must not allow ourselves to be misled by 
_ talking of value. The value paid to the company is 
measured by the price at which the company agrees 
to buy what it thinks it worth its while to acquire.’ 
Where there is fraud, however, the agreement 
can be impeached: | | 
‘The consideration which is given by way of 
satisfaction must not be a mere blind or clearly 
colourable or illusory,’ 
declared Clauson, L.J., in Re White Star Line 
([1938] Ch. 458). And in a case where a company 
was empowered by its articles to direct by special 
resolution that the shares of any member be 
offered for sale to the other members at a price 
not less than 15 per share, and a resolution was 
passed directing the plaintiff to offer his shares 
at rs each, although their nominal and market 
value was £r each; the Court granted an injunc- 
tion to restrain the company from proceeding 
with what was a dishonest transaction. 


. Nominal Values and Taxation 
Аз in other aspects of the law, however, the 
Courts have adopted what may be termed a more 
realistic attitude in dealing with taxation matters. 
Thus the House of Lords held in Gold Coast 
Selection Trust v. Humphrey ([1948] 27 A.T.C. 
149), where shares in other companies had been 
received by the appellant company, that the 
latter's assessment to income-tax was to be based, 
not on the par value of the shares, but on a valua- 
tion arrived at after consideration of all the 
relevant. circumstances at the time of the 
transaction. 'l'he difficulties of this were recog- 

nized, but as Viscount Simon declared: 
‘Valuation is an art, not an exact science. 

Mathematical certainty is not demanded, nor 

indeed is it possible.' 

Similarly, in Henry Head Ltd v. Ropner Holdings 
Ltd ([1951] 2 All E.R. 994) a holding company 
received the transfer of the shares of two sub- 
sidiaries as consideration for the issue of its own 
shares, and Harman, J., held that the difference 
between the nominal values of the shares '80 
received and the value of the assets of the two 
subsidiaries was rightly placed in the share 
premium account. 

But.although the Courts will quite readily 
conclude that shares are worth more than their 
nominal value, they are less willing to hold their 
value to be less than the nominal value, even for 
taxation purposes. In Craddock v. Zevo Finance 
Co Ltd ([1944] 23 A.T.C. 105) the company 
acquired certain depreciated holdings from an 
investment company, and valued these holdings 
in its accounts at the price paid for them by the 
investment company and not at their current 
market price, which was very much smaller. It 
was held. by a majority of the Court of Appeal 
that the Commissioner could not compel the 
substitution of the latter figure for the former. 

"The Crown in this case is in fact attempting to 
depart from the rule (the correctness of which it 
itself admits) that the figure at which stock-in-trade 
is to be brought in is its cost to the trader and to 
substitute the alleged market value of the stock 
for its cost.' 

Premiums Foregone 
Again, the Courts have held that where a 
company issues shares at par to its employees, the 
shares at a premium on the market, the difference 
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between the par value and the market price con- 
stitutes a ‘profit? (Salmon v. Weight ([1935] 
14 A.T.C. 47)). But that profit is not held to 
have been gained at the company’s expense, so 
that in Lowry 9. Consolidated African Selection 
Trust Ltd ([1940] 19 A.T.C. 293) the company 
was not permitted to treat the foregone premium 


as a trading expense. Viscount Caldecote found- 


the company’s capital intact after the issue of the 
shares - not a penny had been disbursed or 
expended. Its trading receipts were not dim- 
inished, nor did he think it a right view of the 
facts to say that the company gave away moneys' 


worth to its own pecuniary detriment. The com- 


pany was entitled to issue its shares at par; it 
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did so, and had never received, and had never 
elected to receive, anything more than the par 
value of the shares. 

“It is suggested that in this case, as in many 
others, the Court placed too much reliance on 
the concept of nominal value, and that a more 
creditable test was laid down in the dissenting 
judgment of Lord Wright in Lowry's case: 

‘If the shares stand at a premium, the directors, 
prima facie, owe a duty to obtain fof it the full 
value which they are able to get. It is true that it is 
within their powers under the Companies Act to 
issue it at par, even in such a case, but their duty 
to the company is not to do so unless for good 

reason.’ gr ба 


EVERY OTHER SATURDAY 


by P. E. SMART, LL.B. 


Half a century ago no one could have 

imagined the frame of mind in which large 
numbers of us now view it — a conscience-stricken 
enjoyment, a morbid delight. Saturday – the 
whole of Saturday -added to Sunday makes 
something like three times as good a week-end 
as Sunday with a miserable Saturday afternoon 
preceding it. Some people have that pleasant 
break every week; some only once every so often. 
Quite a few have every other Saturday. 

The history of the five-day week, when some 
day it comes to be written, will be a curious side- 
light on our national character. It will explain 
how, once upon a time, the week-end began, at 
the latest, on Friday at noon, and went on until 
some time on Monday. Those were the days of 
gracious living — but of course the lower orders 
(there must always be well-disciplined lower 
orders for any properly gracious living) had no 
thought of long, or any other, week-ends. They 
counted themselves lucky if they had an un- 
disturbed Sabbath. 

The Welfare State is based on a large-scale 
redistribution of incomes; and other things have 
been redistributed, too, almost incidentally. We 
went to war, and came back at once weary and 
impressed with the attraction of long week-end 
leave, the 'Friday While' of the senior service. 
It would be nice, surely, to have this in peace 
as well as in war. And before we knew quite 


Фи is England’s Day of Anomaly. 


what was happening in the post-war world, «ће | 


five-day week was upon us. Before the war 
those who enjoyed long week-ends were not 
spoken of. as. working a five-day week. After it, 


с 


the -really long week-ends were at a discount, 
but the five-day week had spread outwards 
through the classes in a glorious redistribution 
of leisure. 

- But of course we didn’t all get it. For even 
as it was being established on ever firmer founda- 
tions, we awoke to the fact that we had not yet 
earned (as we had imagined) more leisure – 
rather was-more work the need. Advocates of 
the five-day week had for years been telling us 
that the happy worker would produce more in 
five days than he had done in six when he was 
unhappy. But it didn’t seem always to work out 
like that, and certain doubts began to appear as 
to whether the new time-table was a responsible 
sort of demand in times of such austerity. ‘Those 
who had switched, of course, stayed switched, 
but after about 1948 or 1949 it became more and 
more clear that to ask for a shortening of the 
working week was hardly the thing. Already 
factories – and offices - were closing down on 
Friday afternoon; already it was getting harder 
and harder to find any of one's business acquaint- 
ances 'in' on a Saturday. But could one now 
decently join the 'Saturday-off-ers', and expect 
the miners to become 'Saturday on-ers' again? 

That is why so many of us, who missed the 
'45 boat, are now stuck in a never-never land. If 


we are lucky we have every other Saturday; 


if not, we merely pine for an occasional break. In 
any case when we do come to work we find the 
business world more than half shut down, and the 
Saturday telephone silent. When we stay at home 
and luxuriate in a holiday in the midst of a sur- 
prising number of people who seem to keep 
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working all day Saturday, we may raise our еуе- 
brows a little further. Was there not news, some 
time ago, of a strike oversea based on a demand 
for a four-and-a-half day week — because now 
that the five-day week was universal how could 
the strikers go shopping? | 
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Our tastes seem always to be ahead of our 
means. And it’s such a pity, for our tastes are 
always the best and the pleasantest possible. 
Saturday off is really such a very nice institution, 
if one has it. It would be even nicer if one could 
feel that it was on the side of the angels. 


WEEKLY NOTES 


Secretary of the Association 


We are pleased to announce that Mr Frank Cameron 
Osbourn, M.B.E., B.A., LL.B., has been appointed 
Secretary to the Association of Certified and Cor- 
porate Accountants as from yesterday, in succession 
to Mr J. C. Latham, D.L., F.A.C.C.A., F.S.A.A., F.C.LS., 
to whose long and notable service in that capacity 
we refer in a leading article in this issue. 

Mr Osbourn joined: the. Association as Deputy 
Secretary in April 1950, having been Assistant 
Secretary to the Central Council for Health Educa- 
tion since 1948. 

For the greater part of his previous working life 
he was Secretary and Treasurer to the Ophthalmic 
Benefit Approved Committee, a statutory body set 
up under the old National Health Insurance Acts to 
supervise the administration of ophthalmic benefit 
апа to register and discipline the opticians providing 
service thereunder. With the advent of the National 
Health Service in July 1948, however, this work was 
decentralized and the committee dissolved. As a 
‘measure of compensation for loss of office, Mr 
Osbourn was then offered a position in the Civil 
Service which he decided not to accept. His earlier 
experience was in banking and was obtained with 
the Guaranty Trust Company of New York. 

Mr Osbourn is already well known to members 
‘of the profession and we are sure that all our readers 
wil join us in wishing him every happiness and 
success in his new appointment. 


Electricity Productivity Report 

The report of the third American industrial team to 
-make a reciprocal visit to this country by arrangement 
with the former Anglo-American Council on Pro- 
ductivity wàs published last Monday.! The task of 
the team "was to make a field study of the British 
Electricity Authority system and its observations are 
a blend of the complimentary and the constructively 
critical. It suggests that efficiency is being hampered 
by unnecessary restrictions and regulations, by the 
use of unsatisfactory fuel, and by the difficulties, both 
physical and economic, which impede re-equipment. 

The report makes a number ab recommendations, 
mostly of a technical character, some of which would 
be beyond the power of the Authority to implement 
on its own. There were no accountants in the 
2 Obtainable (3s post free, excluding air mail) from the 
British Productivity Council, 21 Tothi Street, SW1, and 


from the British Electricity Authority, Trafalgar Buildin 
г Сћагіпр Cross, SWr. СОТНЕ m 





American team of seventeen and no consideration is 
given in the report to the financial and accounting 
aspects of the industry. 


American Institute’s 1953-54 President 
Nominated 


Mr Arthur B. Foye, c.P.A., senior partner in the firm 
of Haskins & Sells, Certified Public Accountants, of 
; New York, and a 
partner in the firm 
of Deloitte, Plender, 
Haskins and Sells, 
. has been nominated 

President of the 

American Institute 

of Accountants for 

1953-54. He was 

Vice-President for 

the year 1951-52. 

A member of the 

American Institute 

since 1927, Mr Foye 

is a member of its 

executive committee 

and chairman of the 
foreign affairs committee. He is President of the 
Accountants Club of America. 

When, as announced in our columns earlier this 
year," an evaluation group was formed by the United 
States administration to review the operation abroad 
of the Mutual Security Programme, Mr Foye was 
appointed a member of the team to visit this country. 


No Par Value Shares 
Judging by the quantity of expert evidence that is 
being thrust upon it, the Gedge Committee will soon 
have material in plenty on which to lay securely the 
foundation of its report. A long memorandum, with 
appendices describing aspects of current practice in 
Belgium, Canada and the United States, has now 
been submitted to the Committee jointly by the 
Association of British Chambers of Commerce, the 
Federation of British Industries, and the National 
Union of Manufacturers. After defining the no par 
value share, surveying the general considerations 
involved and reviewing the more specific ка REDE 
for and against the system, the three contributories 
express the opinion that company law should be 
amended to permit the issue of such shares but add 
a number of conditions which, they think, would 





, 1 The Accountant, February 2185, 1953, at page 230. 
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have to be observed. In substance, these are similar 
to the safeguards which have been advocated by 
those professional bodies which have so far given 
evidence and concern principally the inviolability of 
the capital fund, the treatment of capital gains and 
losses, the need for restricting such issues to ordinary 
shares, the case for unifying the interests of ordinary 
shareholders in companies where issues of par value 
shares have already been made, and the arrangements 
for the subdivision or consolidation of shares, 

It is interesting to note from the evidence on condi- 
tions in Belgium, supplied by the head of the legal 
department of a large industrial company in that 
country, that 349 concerns with a total capital of 
41 milliards have adopted the no par value system 
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while only 134, with a total capital of 9 milliards, have 
shares of declared nominal value. The evidence of 
Canadian conditions, given by a firm of solicitors in 
Toronto, mentions t despite the tremendous 
growth in popularity in recent years of the no par 
value share, there have been no amendments to the 
Canadian Companies Act since 1934, an indication 
that the operation of such shares has not been to the 
detriment of the public. The American evidence of 
an officer of the New York Stock Exchange mentions 
the fact that due to current accounting standards 
and Stock Exchange rules, the public interest has 
not been adversely affected by the use of the no par 
value system except for the unfair incidence of 
transfer taxes. MR 


FINANCE AND COMMERCE 


The ‘wait and see’ attitude cultivated by the Budget 
proposals, uncertainty surrounding Russian inter- 
national policy, and heavy competition from new 
issues for available investment funds, have combined 
to bring quiet conditions to stock markets. Values are 
tending to ease. 


State of the Company 


With the accounts of Hunters The Teamen Ltd, 
which we reprint this week, there was also included a 
condensed report by Mr H. G. H. Sidebotham, the 
company's chairman. This report on the ‘State of 
the company’ was first added to the accounts a year 
ago and, to use the chairman’s own words was 
‘appreciated by many unable to attend the annual 
general meeting. - ` 

The report translates the figures in the accounts 
into terms of the company’s trading position. Share- 
holders are told frankly that unless the higher net 
profit and additions to various reserves are qualified 
by a detailed study of the balance sheet the accounts 
might 'give an unduly rosy picture of the year's 
results’. Trading profit, it is emphasized, was 
£12,000 lower, due to increased costs and not to any 
reduction in efficiency; indeed the company increased 
in potential efficiency during the year. 


Turnover achieved a record high level but share- . 


holders ‘will be wise to accept this simply as ап 


indication of "fully maintained custom" since several . 


main commodities increased in price during the 
year. Profit margins have tended downwards as 
competition has increased. Trading stocks have been 
got down to an absolute minimum, the cash-in-hand 
position being easier thereby.’ | 

After this review of the trading position the report 
goes on to deal with the company’s property position 
and explains that the properties sold, which make 
possible the additional tax-free distribution of 5 per 
cent to ordinary shareholders, were not occupied by 
the company. “The property angle of your holdings,’ 
shareholders are told, ‘remain under constant review.’ 


The report ends with an indication of staffing - 


problems and the fact that results to date indicate 
reasonably good prospects for the current year. 


Useful Compromise 
Such a report may seem elementary, it may seem over- 
simplified; but it is short, precise and real and it 
translates figures into facts which the laymen among 
the company's shareholders can more readily 
appreciate. 

It is furthermore a most useful compromise 
between the presentation of accounts by themselves 
and accounts accompanied by a ‘chairman’s speech’. | 
We made the point in this column a fortnight ago 
that the inclusion of a chairman’s statement with the 
accounts does not preclude any additional statement 
or comment at the subsequent meeting. 

Here in the Hunters The Teamen ‘State of the 
company’ report is a policy which those company 
boards who do not agree with a ‘full dress’ statement 
with the accounts might adopt with advantage. It 
provides the shareholder with a 300-word report on 
the facts behind the figures but it also leaves a lot of 
ground to be covered by the chairman at the meeting. 

To readers in the north-west of England, Hunters’ 
The Teamen will probably be well known. For 
readers elsewhere, we should explain that the com- 
pany’s multiplé grocery business has its headquarters 
in Manchester. p 

-. Four-Year Recovery 
The accounts to October 31st last of Western 
Manufacturing (Reading) Ltd mark a turning point 
in the fortunes of this company which has its origins 
in the Miles Aircraft crash of 1948. In their report 
the Board announce their intention of redeeming the 
outstanding preference capital on June 30th, 1953, 


t 


‘and this leaves the way open to payment of ordinary 


dividends. In fact the ordinary capital is expected to 
return to the dividend list before the end of the year 
with the directors planning to adopt ‘a liberal policy’. 

Possibly to guard against any undue optimism on 
the part of shareholders, Mr S. К. Hogg, 'F.C.4., 
emphasizes in his statement with the accounts, that 
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the £534,501 carried to the balance sheet in general 
reserve and profit and loss account balance 'is not 
available for dividend’, — 

He gives an interesting explanation of how the 
sums representing these accrued profits have been 
applied and in so doing outlines the main points of 
the recovery achieved in four years. Р 

To the £534,501 of retained profits, £62,065 of 
excess profits tax post-war refund is added making a 
total of £596,566. Against this the company has 
repaid bank overdrafts of £621,914 outstanding at 
October 31st, 1948, and {£219,332 of unsecured 

7 stock was paid off on December 31st, 1951. Investment 
of £188,715 in the associated Biro Pen Manufacturing 
Co Ltd, brings the ‘total of moneys paid out since 
the reorganization’ to 1,029,961. 

On the.other hand there has been a reduction of 
£439,900 in current assets comparing 1952 with 
1948, leaving £590,061 to be found from the profits 

' and post-war refund. 

| The ‘Notes’ 
In ‘Finance and Commerce’ we. have been 

. abnormally free from printer’s gremlins for quite a 

time. But the ‘little men’ interfered with our reprint 
of the British Industrial Plastics accounts in our' 
issue of April 18th. We are grateful to Mr H. T. 
Kemsley, the secretary of the company, who points 
out the errors to us. In the parent company’s balance 
sheet the ‘Sundry debtors, deposits and deferred 
charges’ figure of £42,097 slipped to the right into 
the group totals column, and in that column the 
total of ‘Current. assets’ appeared as £825,466 
instead of the correct e of £825,446. | 

Mr Kemsley also es a point which has already 
caused us some deep thinking – the question of the 
‘Notes’ which аге now an integral part of company 
accounts. Balance sheets become more and more a 
summary of main points and notes consequently 
become more and more voluminous. Space. is often 
an overriding factor in the matter of reprinting 
company accounts here, and as much as we would 
like to reproduce accounts in full, including the 
notes, it is rarely possible to do so. 3 
. lt has been suggested that in our reprints the 
notes might possibly take the space now used in 
reproducing parent company balance sheets and 
so focusing attention on to the consolidation, This 
might be possible in some cases, but not by any means 
in all. It would be easier if parent and consolidated 
accounts were followed by separate parent and 
consolidated ‘notes’. So far as space and the lay-out of 
the accounts permits we will try to meet this difficulty 
in future reprints: . 3 

| Money Market 2 
Treasury bill applications on April 24th totalled 
£330,315,000 and, bidding at £99 8s 1d, the market 
obtained 58 per cent of requirements with the 
average rate at £2 7s 8-o4d per cent. The whole of 
the: £210.million of:bills was allotted and this week's 
offer is maintained at the same amount. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necéssarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. | 


-Official Reports on Tax Cases 


Sir, – We dare say there are quite a number of your 
readers who, like ourselves, are in difficulty in 
securing а complete set of Reports of Tax Cases 
owing to the fact that many of the older parts are out of 
print. A perusal of your advertisement columns would 
suggest that there is a considerable demand for these. 
We have recently taken the matter up with our 
Member of Parliament and we enclose, for your 
information, a copy of the letter which he, Mr 
Harmar Nicholls, M.P., has received from Mr John 
Boyd-Carpenter, the Financial Secretary to the 
Treasury. It seems that this may interest your 
readers and that it would probably be helpful if 
anyone at all interested in purchasing any of these 
back parts would contact H.M. Stationery Office. 
We havé Mr Harmar Nicholls’ authority to give 
publicity to this information. Yours faithfully, 
Peterborough. MAURICE E. BULLEY & CO. 
[We reproduce below an extract from Mr Boyd- 
Carpenter's letter. — Editor.) 
. . » The Stationery Office are aware that a number of 
people would be glad of a decision to reprint those 
parts of the Tax Case volumes which are at present 
out of print; unfortunately the number of out-of-print 
parts is 86 and stocks of many others are low, so that 
a complete reprinting would be an expensive task. 
Complete sets of the Tax Case volumes are available 
for reference in legal libraries and the Stationery 
Office could only undertake reprinting if there is 
evidence of a demand sufficient to ensure a satisfactory 
return for the expenditure. So far such evidence has 
not been forthcoming but in view of your corre- 
spondent’s comments on this point the Stationery 
Office will circulate to all subscribers to the Tax Case 
Reports a list of those that are out of print with a note 
of the price at which reprints could be sold, and will 
invite an undertaking to purchase the parts indicated 
by the subscriber if reprinting is found to be justified. 
I can assure you that the Stationery Office are far 
from lacking interest in the matter, but it would not 
be consistent with proper economy if they were to 
reprint publications for which there is but small 
demand. Yours etc., JoHN Вохр-САВРЕМТЕН. 
Treasury Chambers, London, SWI. | 


Unilateral Double Taxation Relief and 
the Budget Proposals 

Sir, – When unilateral relief from double taxation 
was first introduced by Section 36, Finance Act, 1950, 
criticisms were heard that its provisions did not go 
far enough and that the tax credit limits of бо per 
cent and 75 per cent should not have applied. 
Support for these limits was found, however, in the 
argument that, without them, foreign countries 
which had not entered into a bi-lateral double taxation 
relief agreement with the United Kingdom would no 
longer be encouraged to do so. - A 


Nearly three years have passed since then and, in 
the meantime, the Royal Commission on Taxation has 
issued its interim report. Now the, Chancellor of the 
Exchequer has adopted its proposal that the limits 
imposed on the maximum credit should be abolished. 

Ав matters stand between ourselves and those 
countries with whom a double taxation agreement is 
in force, we recognize that the country in which 
income arises has the prior: claim to tax, leaving the 
country in which the recipient is resident to grant 
relief by way of tax credit (or, in some cases, by 
exemption). In this respect the Budget proposal 
places our new ‘unilateral’ friends on an equal footing 
with our old ‘bi-lateral’ ones and, on the face of it, 
it appears that the answer to the original criticisms 
was justified- and that, in the interests of stimulating 
oversea investment, we are prepared to give away 
for nothing much that those countries with whom 
we have entered into bi-lateral agreements have 
obtained at considerable cost to their own treasuries. 

It seems that there 18 another consideration, how- 
ever, which lies in the second principle recognized by 
the agreements, namely, that certain classes of income 
shall, wherever possible, be exempted from tax in 
the country of origin so long as they are taxed in the 
country of residence. While the rate of United 
Kingdom taxation remains high, therefore, encourage- 
ment will no doubt still exist for those countries 
which have not yet done so to enter into a bi-lateral 
agreement and for this reason it is felt that the old 
objection to the abolition of the credit restrictions 
can still be countered. 

The time has yet to come for countries to adopt 
the scheme recently proposed to be laid before the 
Fiscal Commission of the United Nations by the 
International Chamber of Commerce whereby every 
country would enact its own unilateral relief laws 
on a standard basis, leaving bi-lateral agreements 
to be negotiated only where certain refinements are 
considered necessary. Until then, the United King- 
dom's two-tier system of double taxation relief still 
appears to offer mutual advantage to those countries 
who are prepared to enter into a full-scale agreement 


with us. Yours faithfully, 
London, Wo. _ RICHARD MOSS. 
Unqualified Accountants 


Sir,~ The speech made by the President of the 
Institute at Norwich, the report of which has 
prompted the recent correspondence in your columns, 
is the latest of several in which he has referred to this 
subject, the first being at the annual dinner of my own 
district society in November last year. 

I have been privileged to Бе présent on most of 
these occasions and I can therefore testify that what 
has been said has been well calculated to be in the best 
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interests of the profession as a whole. What is perhaps 
more important is the fact that Mr -Robson has 
repeatedly emphasized that the protection of the 
general public from the unwholesome activities of 
the ‘quack’ accountant is of greater importance than 
the protection of the properly qualified accountant 
from unfair competition. 

The problem is one which is generally recognized 
to vary according to locality and to be more common 
in rural areas than in larger centres of population. 
Accordingly the campaign which the President has 
conducted has received greater emphasis in those 
districts where the greater need existed, novably 
Bristol and West of England, South Eastern and East 
Anglian districts. 

In the case of my own district society, this problem 
has for a long time been a source of considerable 
anxiety and research. The innumerable examples of 
harmful and even illegal activity that have been 
brought to our notice would serve as a convincing 
. argument that a proper warning to the public is long 
overdue. It would be therefore a matter for some 
surprise if the President of the Institute of Chartered 
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Accountants in speaking in public on this subject 
were to do otherwise than focus.his remarks upon the 
members of his own Institute. Those of us who 
practise in rural areas are, I am sure, grateful for the 
right sort of publicity that he has given to us and we 
hope that it may continue for there are already 
encouraging signs that it is beginning to bear fruit. 
Yours faithfully, 
R. W. SMITH, President, 
SOUTH EASTERN SOCIETY ОР 
Maidstone, Kent. CHARTERED ACCOUNTANTS. 
Costing System: Ladies’ Wear 
Manufacturers 
Sir, – Would any reader with experience in the trade 
assist us in designing and installing a really workable 
system of costing for ladies’ wear manufacturers 
(annual turnover £150,000). Practical examples 
and/or references to sources of information would be 
appreciated. We should like information as to up-to- 
date percentages of materials, wages, and gross and 
net profits to turnover. Yours faithfully, 
BM CYPG. 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgmente, 
in the Annotated Tax Cases. 


The Nestlé Co Ltd v. C.I.R. 

In the Court of Appeal – March roth, 1953 
(Before THE MASTER or THE ROLLS (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS and 
Lord Justice Hopson) 

Stamp duty — Exemption — Acquisition of shares in 
company — Company incorporated in Northern Ireland – 
Whether exemption available - Stamp Act, 1897, 
Sections 13, 55, 112, II3- Finance Act, 1895, 
Section 12 — Finance Act, 1927, Section 55 — Finance 

Act, 1930, Section 41. 
The appellant company, which was incorporated in 


England, increased its capital from £2,300,000 to. 


45,710,000 by 3,410,000 additional shares of £1 each, 
and did so for the purpose of acquiring shares in four 
other companies. 'l'wo of these companies were in- 
corporated in England and the other two in Northern 
Ireland under the law of Northern Ireland. The 
shares in the four companies were held by a Panama 
company, and the 3,410,000 new shares were issued 
to the latter company. 

The Inland Revenue accepted the transaction as 
giving exemption, under Section 55 of the Finance 
Act, 1927, in relation to the two companies incor- 
porated in England, but they rejected the claim for 
exemption as to the two companies incorporated in 
Northern Ireland. The latter companies had been 
incorporated under the Companies Act (Northern 
Ireland), 1932. 

Held (affirming the judgment of Mr Justice 
Danckwerts), that the exemption was not applicable 
to those two companies. 


Chappie Ltd v. C.I.R. 

In the Court of Appeal ~ March 11th, 1953 
(Before THe MASTER OF THE ROLLS (Sir RAYMOND 
EvzRsHED), Lord Justice JENKINS and 
Lord Justice Hopson) 


| Profits tax — Director-controlled company — Loan - 


Whether amount applied for benefit of any person – 
Finance Act, 1947, Sections 35, 36 (1) (c). 

The appellant, a company incorporated in England, 
was a director-controlled company, and some of its 
shares were held by an Eire company. A call was made 
by the appellant on the Eire company in respect of 
these shares, but the Eire company did not pay the 
call, and the shares were forfeited; but the Eire com- 
pany was a member of the English company within 
the relevant period. 

The English company lent £35,000 to the Eire 
company on the security of debentures carrying 
interest at the rate of 5 per cent per annum, the loan 
being made as a commercial transaction. Two 
amounts of interest were waived. 

It was contended on behalf of the appellant that as 
the loan had been made on commercial terms as to 
interest and security, it was not a ‘benefit’ within 
Section 36 (1) (c) of the Finance Act, 1947, and was 
therefore not a distribution within that provision for 
profits tax purposes. The Special Commissioners 
decided in favour of the respondent. 

Held (affirming the judgment of Mr Justice 
Danckwerts), that the loan was an amount applied 
for the benefit of the Eire company, and was there- 
fore a distribution to that company at a time when 
it was a member of the appellant company. 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


REPORT OF THE COUNCIL FOR 1952 


We reproduce below extracts from the sixty-eighth annual report of the Council of 
The Society of Incorporated Accountants and Auditors, and accounts for the year 
1952, which will be presented at the sixty-eighth annual general meeting of the 
Society, to be held at 2.30 p.m. at Incorporated Accountants' Hall, Temple Place, 
Victoria Embankment, London, WC2, on Tuesday, May 19th, 1953. 


Her Late Majesty Queen Mary 


An address was presented to Her Majesty the Queen 
expressing the profound grief and sympathy of members of 
the Society on the death of Her Majesty Queen Mary. 

The address recorded the deep affection in which Her 
Late Majesty was universally held and paid grateful tribute 
to her devoted and unselfish service to the peoples of the 
British Commonwealth, 


The Council 
President and Vice-President 
At a meeting of the Council held on Wednesday, May arst, 
1952, Mr C. Percy Barrowcliff, F.8.A.A., Middlesbrough, and 
Mr Bertram Nelson, F.8.A.A., J.P., Liverpool, were re-elected 
President and Vice-President of the Society respectively for 
the ensuing year. 


The late Mr James Paterson 


The Council records with deep regret the death at the age 
of до of Mr James Paterson, Е.8.А.А., who had been a mem- 
ber of the Council and honorary secretary of the Scottish 
Branch since 1906. 

Mr Paterson was about to celebrate his seventieth year in 
the profession, having been admitted to membership of the 
Scottish Institute of Accountants in 1883. He qualified as 
an incorporated accountant in 1897, two years before the 
amalgamation of the Scottish Institute with the Scottish 
Branch of the Society. 

Throughout his career Mr Paterson rendered distin- 
guished service to the Society and to the Scottish Branch, 
and ће will long be remembered with affection by incor- 
porated accountants and students of all ages. 


Council resignation 
The Council reports with regret the resignation of Mr Henry 


Smith, F.8.A.A., Manchester, who had been a member of the 
Council since 1947. 


Retirement and election of members of the Council 


The following members of the Council retire and offer them- 
selves for re-election under the provisions of Article 49: 

Mr John Ainsworth, м.в.Е., Sir Frederick Alban, С.В.Е., J.P., 
Mr Albert Stuart Allen, Mr Charles Percy Barrowcliff, Mr 
Robert Bel, Mr William Henry Higginbotham, Mr Hugh 
Oliver Johnson, Sir Thomas Keens, D.L., J.P., Mr Walter Hindle 
Marsden, Mr Thomas Holme Nicholson, ОВЕ. Mr Percy 
Toothill, and Sir Richard Yeabsley, сва, 


Vice-President's badge 

'T'he Council has accepted with gratitude the gift of a badge 
for the use of the Vice-President of the Society from the 
Incorporated Accountants’ District Society of Northern 
Ireland. The badge was formally presented at a dinner in 
Belfast on Friday, November 2186, 1952. 


Members 
Honorary members 


Sir Harold Howitt, а.в.Е., 0,5.0., M.C., F.C.4., and Mr George 
О. May, F.C.4., С.Р.А., were elected honorary members of the 


Society on March 18th, 1953, in recognition of their out- 
standing contributions to International Congresses on 
Accounting and the profession in general. 

Sir Harold Howitt is a Past President of The Institute of 
Chartered Accountants in England and Wales, and Mr May 
is a former Vice-President of the American Institute of 
Accountants. 














Membership 
Asso- Hon. 

: Fellows ^ стаје Members Total 
As at December 31st, 1950 1,936 6,850 т 8,787 
t December 31st, 1951 1,968 7,235 1 9,204 

New Members and Re- 

admissions .. <3 3 441 444 

Transferred from Азво- 

ciateship vs - 8o 

Transferred from Fellow- 

Poe 25 Be 1 І 

Associates from Fellows 2 2 

2,051 7,678 a 9,731 
‘Deduct · 
Transferred to Fellowship ' 80 80 
Resignationa, deaths an 
other causes .. iA 55 75 139 
Transferred to Honorary 
Membership 2 1 | 1 

Fellows to Associates .. 2 2 
As at December 3151, 1952 1,993 7,523 2 .9,518 
Members in Practice . 1611 1,79. „496 
Members not in Practice .. 382 5,72 2 Din 

1,993 7,523 а 9,518 


Disciplinary Committee 

During 1952 one member was excluded from the Society 
under the provisions of Articles 34 and 35 and three mem- 
bers were censured by the Disciplinary Committee under 
the provisions of Article 32. 


Obituary 

The Council records with deep regret the deaths of eighty- 
eight members since the date of the last report. Their names 
are listed on pages 25 and 26.1 


Honours, Decorations and Awards 


The Council congratulates the following members whose 
names have appeared in recent Honours Lists: 


С.В.Е. 


Carpenter, Herbert Franklin, F.s.a.a. (Pulborough); 

Haworth, Thomas, Е.3.А.А. (London). | 
O.B.E. (MIL.) 

Turnbull, Charles Lockwood, Wing Commander, А.8.А.А., 

R.A.F.V.R. (Leeds). 


Y'Not reproduced. — Editor. 
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о.в.в. (CIVIL) — 
Bishop, David Ritchie, *.8.4.4. (Aberdeen); Hough, Joseph 
William, F.s.4.4, (London); Phillips, William James, M.B.E., 
F.8.A.A. (London); Stewart, Frederic Keith, 4.8.4.4. (London). 


M.B.E. , 

Hawker, Alfred Eli, 4.8.4.4. (Sheffield); Morpeth, Charlton 
Douglas, F.8.A.A. 
Claude Neville Clinton, F.8.4.4. (London). 

1953 List of Members . 
А new edition of the Society's list of members, corrected to 


September 1st, 1952, has recently been published and ` 


distributed to m TS. 

‘The memorandum and articles of association of the 
Society and the bye-laws of the Council have not been 
included in this edition, and in future they will appear in a 
separate booklet which is now beirig prepared. 


Branches and District Societies 


The annual conference of representatives of branches and 
district societies and members of the Council was held at 
Incorporated Accountants’ Hall on May 22nd, 1952. 

Once again full programmes of lectures and discussions 
were arranged for members and students, with the emphasis 
upon the professional education of the latter. Week-end 
residential courses for Intermediate and Final examination 
candidates were organized by the Hull and Manchester 
District Societies, and the London Students’ Society held 
two residential courses at Ashridge in April and September 
1952. : 

. During the year members of the’ Society living i in the 
Cambridge area were transferred to the East Anglia District 
Society and the boundaries of the London District Society 
were amended accordingly. The Council also approved a 
roposal that the District Society of Cumberland and 
рророва а should be disbanded and that all members 
of the Society living in those two counties should hence- 
. forth belong either to the Newcastle upon Tyne or-to the 
North Lancashire District Society. À further rearrange- 
ment affected members of the London Students' Society 
domiciled in Sussex, who now belong to the newly formed 
Students’ Society of the Sussex District Society. 

In October 1952, the diamond jubilee of the Birmingham 
and District Society was celebrated by a dinner attended by 
.the.Lord Mayor and Lady Mayoress of Birmingham and by 
other distinguished guests. 


South African Branches 
A summary of the report of the South African branches, 
which contains an account of the work of the Public 
Accountants’ and Auditors’ Board, is to be found on 
page 27.1 Е 
| Students 

Articled Clerks and Bye-law Candidates 

During the year 475 articles of clerkship were registered and 
655 bye-law candidates were enrolled. The figures for the 
past three years are: 


Articled . —Bye-lato - Total New 
р Clerks Candidates Candidates 
1950 559 804. 1,363 
1951 532 665 1,197 
“1952 . 475 655. 1,130 
‘General Certificate of Education | 


The Council has revised the regulations governing exemp- 
tion from the Preliminary examination under the General 
Certificate of Education. The revised requirements are: 


* (à) The! certificate must include а pass at ordin level in 
English 1 ; mathematicá.(not.arithmetic alone); and 
three other subjects, two of which must be from 


(x) ee (a) geography, (3) English literature, (4) Latin 
. F, Greek, (5) a modern European language, (6) a natural 
a science; о 5 7 


! Not reproduced: – Editor. PURGE vue ot 
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(0) а either English or English literature or mathematics is 
taken at an advanced level, the certificate need only contain 
English or English literature; mathematics (not arithmetic 
alone); and two other subjects, 
It will be observed that it is no longer compulsory for a 
certificate to contain a pass in history or geography. 


: E Examinations 

Examinations | 

Four hundred and seventy-nine candidates passed the Final 
examination during 1952 and thereby qualified for admission’ 
as Associate members, subject to satisfactory completion of 
articles or bye-law service. The following table gives the 
detailed results of the 1952 examinations: 


- Intermediate 
Sat Passed Sat Passed 
382 139 – 36% 1,513 761 – 50% 
Final Е | 
Part I only Part II only Parts I & 11 at ons 
г silting f 
Sat Passed Sat Passed Sat Passed 
1,189 540-45% 304 245—80%. 489 142-29% 


Of the 489 candidates who sat for Parts I and II of the 
Final Examination together, 197 failed both parts, While 61 
passed Part I only, and 89 Part 11 only, i 


Registration of Bye-law Candidates » 

The Council has issued regulations governing the registra- 

tion of bye-law candidates. As from July rst, 1953, a candi- 
date who seeks admission to the examinations under Bye- 
law 10 must make application to the Society for registration 
as а bye-law candidate. An application for registration will 
not be accepted until the candidate has reached the age of 
174 years and has passed or obtained exemption from the 
Preliminary examination. 

Registration by itself will not give an automatic right of 
admission to the examinations, and a bye-law candidate will 
not be permitted to sit for the examinations until he has 
completed the following periods of continuous and approved 
practical training since the date of registration: 

Intermediate E . 3 years 
Final Part I, n 
Final: Part II or Parts Land II together a " 

· In the case of graduates of any of the recognized univer- 
sities in the United Kingdom of Great Britain and Northern 
Ireland, and in Eire, the Council may, at its discretion, 
reduce the training periods specified above by not more 


_ than two years. 


An application for registration as a bye-law candidate 
must be accompanied by a certificate of service from the 
employer. rjr e ira applications to sit for the Inter- 
mediate and Е examinations must also be accompanied 
by certificates of service. 

A bye-law candidate will be required to notify the Society 
of every change in employment during his qualifying 
service. Continuance of registration will be dependent upon 
the Council being satisfied that the candidate is receiving 
training in accordance with the re uirements of the Society, 
and a candidate may apply to the Society in order to assure 
himself in advance that any proposed change in employment 
will not affect registration. 

Accountancy clerks who wish to proceed to the Society’s 
examinations, but who have not yet either sat for or made 
application for exemption from the Preliminary examina- 
tion, are advised to do so before July 1st, 1953. Failure to 
do so will nullify any previous service in the profession for 
the purpose of calculating the six years’ service аня 
under the bye-laws. 


Conferences and Courses . 
Sixth International Congress on Accounting 


The Sixth International Congress on Accounting was held 
in London from June 16th to 2oth, 1952. Sir-Harold Howitt, 


-G.B.E,, D.8.0, MC, FCA, and- Mr- С. Percy ; Barrow 
ОВАА. Were. respectively "President and: Vice-President. of 
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the Congress. The Society was also represented on the 
Congress Council by Mr A. Stuart Allen, Е.Б.А.А. (Vice- 
Chairman), Mr Bertram Nelson. F.s.a.a. (Chairman of the 
Papers and Publications Committee), and Sir Frederick 
Alban, C.B.E., F.S.A.A. . 

The Congress, which was attended Ву delegates and 
visitors from thirty-six countries, proved as successful as 
the Fourth International Congress held in London in 1933. 
Thirty-five papers were presented dealing with the five 
subjects for discussion. Mr Barrowcliff contributed a paper 
on 'Fluctuating price levels in relation to accounts', which 
provoked widespread interest and discussion. 


Visit of the President to Canada and the United States 


At the invitation of the Canadian Institute of Chartered 
Accountants and the American Institute of Accountants, the 
President, accompanied by Mrs Barrowcliff, visited Canada 
and the United States of America during August and 


September 1952. 

While in Canada the President attended the annual 
meeting of the Canadian Institute of Chartered Accountants. 
The meeting coincided with the fiftieth anniversary of the 
foundation of the Institute, and at a luncheon to mark the 
occasion the President was the guest speaker. Mr Barrow- 
cliff also attended other official functions both in Quebec 
City and in Montreal, where both he and Mrs Barrowcliff 
had the pleasure of meeting members of the Canadian 
Branch of the Society, from whom they received a very 
cordial welcome. 

The President was unfortunately unable to prolong his 
tour abroad to allow hirn to attend the annual conference of 
the American Institute, which was held in Texas in 
October, but he and Mrs Barrowcliff were entertained in 
New York by the Council of that Institute and received 
tnuch private hospitality from various officers of the 
Institute. Ап account of the President's tour was published 
in the November 1952 issue of Accountancy. 

The Council has expressed its warm thanks to the 
Canadian Institute of Chartered Accountants and the 
American Institute of Accountants and to all those who 
showed such great kindness to the President and Mrs 
Barrowcliff. 


Netherlands Institute of Accountants 


Mr Bertram Nelson, F.8.4.4., Vice-President of the Society, 
represented the Society at the annual conference of the 
Netherlands Institute of Accountants in Amsterdam on 
September 20, 1952. 

The business sessions of the conference were devoted to 
an examination of certain management accounting problems 
and at the banquet which followed Mr Nelson was called 
upon to reply to the toast of the British delegation. 


Oxford Course 


А course of management accounting, held at Balliol College, 
Oxford, from September 26th to 30th, 1952, was attended 
by 107 members: i 

Papers were presented by: 

Mr P. G. James, B.COM., F.8.A.A,— "Training staff for the 
effective operation of a system of management accounting’. 

Mr W. F. Edwards, F.8,A.A, — ‘Budgetary and financial control’. 

Mr P. N. Wallis, 4.5.4.4. — ‘Management cost problems in the 
small business’, 

Mr Н, W. Broad, A.S.A.&., Mr C. E. Watson, A.B.A.A., and 
Mr J. R. Simpson, с.в. — ‘Running an accountancy depart- 
ment’. 

Professor Е. Sewell Bray, F.C.A., Р.8.А.А. — ‘Accounting form’. 

In addition addresses were delivered by Sir Henry Clay on 

‘The specialist in practical affairs’ and by Mr Norman G. 
Lancaster, А.С.А., on ‘Costing’. 


Special Accounting Matters 
Accounting implications of Changing Money Values 


Та the autumn of 1951 the Council set up a committee to ` 


'consider the accounting implications of changing money 
values. The committee included leading representatives of 
industry, academic interest and finance, as well as practising 
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members of the profession. Reference is made elsewhere in 
this report to the paper presented by the President on this 
subject at the Sixth International Congress on Accounting. 

In May 1952 the Society received an invitation from The 
Institute of Chartered Accountants in England and Wales 
suggesting that it should join that Institute and other pro- 
fessional accounting bodies in studying the practical 
problems entailed. The Council of the Society accepted 
this invitation and appointed the President and Professor 
F. Sewell Bray as its representatives in the ensuing dis- 
cussions. 


Accountants’ Joint Parliamentary Committee 


'The Accountants’ Joint Parliamentary Committee continued 
its task of examining all parliamentary measures relating to 
the qualification and status of accountants. In legislation 
involving the appointment of independent auditors, Parlia- 
ment has continued to adopt a form of audit clause in which 
effect prescribes membership of one or more of the bodies 
represented on the joint committee as the qualification 
essential for appointment as auditor. 


Shares of No Par Value 


The Council was invited to submit a memorandum to the 
committee appointed by the President of the Board of Trade 
under the chairmanship of Mr Montagu Gedge, Q.C., to 
consider the subject of shares of no par value.! 


The Application of Statistical Techniques to Accounting Data 
In the 1951 report reference was made to the appointment of 
a joint committee of representatives of the Council of the 
Society and of the Council of the Royal Statistical Society 
to study the application of statistical techniques to account- 
ing interpretations and management inferences. 

During the past year the committee has examined a 
number of statistical methods with accounting relevance; 
for example, sampling methods, estimation of variables and 
the measurement of relationships and predictions. 


Co-ordination 

À communication signed by the presidents of the bodies 
represented on the Co-ordinating Committee was sent in 
May 1952, to the President of the Board of Trade suggesting 
that Section 161 of the Companies Act, 1948, should be 
amended to provide: 


(1) that exempt private companies should be required to have 
their accounts audited by a member of a body of accountanta 


ized under the Act; 
(a) that the accountancy bodies r ized by the Board of 


Trade under the Act should be formally specified in an 


` amending Act; 

(3) that there should be saving clauses to protect all persons in 
practice on an appointed day and that the rights of those 
who have obtained equivalent qualifications outside the 
United Kingdom should also be safeguarded. 


Accountancy work for Government Departments 


Agreement has been reached with Her Majesty’s Treasury 
regarding a revised scale of fees payable to practising 
accountants for accounting work carried out for Government 
Departments. Details of the revised scale, which operates 
retrospectively from April 1st, 1952, can be obtained from 
the Secretary. 

The negotiations with Her Majesty’s Treasury were con- 
ducted on behalf of the profession by Sir Harold Howitt 
and Mr Barrowcliff. - 


Chair of Accounting 
The Stamp-Martin Chair of Accounting 
In November 1952, the Council announced the foundation 
of the Stamp-Martin Chair of Accounting tenable at 
Incorporated Accountants’ Hall. This is the first Chair of 
its kind to be sponsored by a professional body of account- 
ants and commemorates both the ‘special interest in 


1 Discussed in a leading article in The Accountant dated 
April 25th, 1953. 
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accounting research shown by the late Lord Stamp, an 
honorary member of the Society, and the foundation of the 
Society by the late Sir James Martin. 

As with other Chairs not coming under the aegis of a 
university, the status of the Stamp-Martin professorship 
will be safeguarded to ensure that its standing shall be 
equivalent to that of a university chair. Although it will be 
financed by the Society alone, neither the activities con- 
nected with the Chair nor election to it will be confined to 
incorporated accountants. 

After consulting representative academic opinion the 
Council appointed Mr Frank Sewell Bray, F.C.A., Е.В.А.А., а 
Senior Nuffield’ Research Fellow in the Department of 


Applied Economics in the University of Cambridge, as the 


first Stamp-Martin professor. 


Research 

Incorporated Accountants’ Research Committee 

In June 1952, Mr Bertram Nelson, F.8.a.a., Vice-President 
of the Society and a founder-member of the committee, 
retired from the office of chairman of the committee which 
he had held since November 1942. The progress made 
during the past ten years owes everything to his constancy 
of purpose, and it is fortunate that he is still continuing as 
a member of the committee. Professor F. Sewell Bray was 
appointed chairman in succession to Mr Nelson. 

During the year booklets were published in the Practice 
Notes Series, the first of which, The Valuation of Goodwill, 
dealt with the sale and purchase of a business, professional 
goodwill and the valuation of unquoted shares for probate 

purposes. The second booklet, The Appointment and 
Remuneration of Auditors under the Companies Act, 1948, 
represented an: interpretation of those conditions which 
govern the appointment and remuneration of auditors under 
the Act. 

In co-operation with the University College of the South 
West, the Institute-of Municipal Treasurers and Account- 
ants, and the County Accountants’ Association, the com- 
mittee continued its study of local government finances, and 
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the fourth report of this study group entitled County 
Districts was published in Accounting Research, Vol. ПІ, 
Part 3 ‘The fifth and final report has now been completed 
and was published in Accounting Research, Vol. IV, Part 1, 

The committee has maintained liaison with universities 
and accounting bodies overseas. A register of international 
research in accounting studies is in course of preparation 
and will be published during 1953. Subsequent issues will 
be published as occasion requires to keep the register up 
to date. 

A small group of members is studying the accounting 
contribution to the measurement of productive efficiency 
by means of a special investigation into the brick industry. 
This investigation has for its object the ascertainment of a 
system of common costs во designed as to provide infor- 
mation on the basis of the account for operating activity 
included in the preliminary report published in 1951. 

New subjects undertaken by the committee and by mem- 
bers working under its aegis include ‘Fraud in accounts’, 
‘Internal auditing’, “The provision and maintenance of 
working capital in periods of fluctuating values’ and ‘Stock 
valuation’. The work on ‘Accounting ratios’, ‘Periodical 
statements and returns’, and ‘Costing in an accountant’s 
office’ is proceeding, and the results will be published in 
due course in the form of Practice Notes. 


Finance 
Auditors 
Mr James A. Allen, r.8.4.4., and Mr Stanley I. Wallis, 
F.3.A.A., have indicated their willingness to continue in office 
as auditors, 


Accounts 
The audited accounts of the Society for 1952 are annexed. 


C. Percy Barrowc.irr, President, 

Bertram NELSON, Vice-President. 

I. A. Е. Craio, Secretary. 
Incorporated Accountants' Hall, 


London, WC2. March x8th, 1953. 


T HE INCORPORATED ACCOUNTANTS' 
© BENEVOLENT FUND 


SIXTIETH ANNUAL REPORT OF THE TRUSTEES 


We reproduce below the sixtieth annual report of the Trustees for the year 1952, 

which will be presented at the sixtieth annual meeting of subscribers to be held at 

Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, WC2, at 
8.30 p.m. on Tuesday, May 19th, 1953. 


The revenue of the fund for 1952 at £3,741 shows an 
increase of £270 over that for 1951. There was an increase 
in subscriptions but а decrease in life subscriptions, dona- 
tions and legacies. Contributions received during the past 


five years were: Life subscriptions 
Subscriptions donations and legacies 
1948 £1,824 £770 
1949 1,970 338 
1950 РА Y 
1951 ` - 2,3 i 3 


1952 ae 2,4 
The Trustees express their warm thanks to "al contributors 
and gratefully acknowledge the following gifts and legacies: 
Executors of F. W. Buzzacott, decd. (farther £ 
instalment). 54 . 178 
Executors of Arthur Dobson, decd, 110 
Fitton Will Trust су x 105 
South African Western “Branch T€ EP 31 
Incorporated Accountants’ Lodge — .. 26 
During 1952 there was a sharp increase in the number of 


applications to the fund and at the end of the year there were- 


thirty-nine beneficiaries. The Trustees have endeavoured to 


deal with all applications as generously as circumstances: 


permitted, and once again they desire to record their appre- 


ciation of the help given by local honorary secretaries and 
other incorporated accountants who have undertaken in- 
vestigations on behalf of the fund. The assistance given in 
this way has been invaluable, not only to the Trustees but 
also to applicants to the fund. 

An analysis of the grants made in 1952 is set out overleaf. 
Grants made during the past five yeara were as follows: 


Amount disbursed No. of 
sfictarias 


Year in grants Bene 

1948 .. oe £2,162 31 
1949 .. M x 2,432 31 
1950 .. i is 3,015 36 
1951 .. sie хя 2,7 30 
1952 3,250 39 


In the annual report, for 1951, the Trustees gave notice of 
their intention to nominate Mr R. B. Hogg, M.C., Е.Б.А.А., 
as a Vice-President of the fund to mark t eir appreciation 
of the generous support given to the fund by members of the 
South African Branch of the Society. Unhappily, this inten- ' 
tion could not be fulfilled owing to the sudden and lamented 
death of. Mr Hogg shortly before the last annual: meeting. 

The Trustees now have pleasure in nominating Mr Cyril 
Drewitt Gibson, F.8.4.4., Cape Town, as a Vice-President 
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of the fund and a resolution for his election will be sub- 
mitted at the annual meeting on May rgth, 1953. 

The Trustees record with deep regret the eath of Mr 
Arthur Collins, F.5.4.4., who had been a Vice-President 


since хе 2527. 

rustees have pleasure in nominating Mr Alfred 
m Rivers, F.8.4.4., London, as a Vice-President of the fund 
to fill the bsp us caused by the death of Mr Arthur Collins, 

Mr James А. Allen, Incorporated Accountant, London, 

has indicated his willingness to' continue іп office as 
Honorary Auditor, and the "Trustees desire to record their 
warm appreciation of his past services. 

ated this 17th day of March, 1953. 

Percy Тоотнпі,, А i 


I. A. Е. CRAIG, Hon. Secretary. 
Incorporated Accountants’ Hall, 
London, WCa. 
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Particulars of grants made during the year 1952 


No. of Cases Total Grants 
Widows and dependants of £ 
d members p 





eceased mi áo 1,621 
Education and support of children 14 1,264 
Members or former membera 

suffering from infirmity or in 
straitened circurnstances ЗА 5 395 
39 £3,280 
GEOGRAPHICAL DISTRIBUTION OF THE CASES 
Channel Islands. . ет Nottinghamshire 1 
Cheshire so dev X Scotland 1 
Derbyshire ie de, D Somerset 1 
London and Home Sussex .. r 5 
Counties 14 Wales .. 2 
Ireland... 1 Warwickshire 1 
Isle of Wight - 1 Yorkshire a 
Lancashire 4 


= THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


ONE-DAY CONFERENCE IN SCOTLAND 


À one-day conference organized by the Scottish 
branches of The Institute of Cost and Works Ac- 
countants was held at Gleneagles Hotel, Perthshire, 
last Saturday. Тће spring weather was perfect and the 
setting in this beauty spot of Perthshire could not be 
excelled. The conference opened at 10.30 a.m., when 
those attending, numbering over 100, were received by 
the national Piesident, Mr 5. C. Tyrrell, F.C.W.A., 
F.LI.A., accompanied by Mrs Tyrrell. 


An Admirable and Convincing Talk 


After coffee and informal conversation, the members 
gathered in the conference room to hear an admirable 
and very convincing talk by Mr L. У. Robson, 
E.C.A., F.C.W.A., on “The accountant’s contribution 
to increased industrial efficiency’. Mr Robson spoke 
without a written paper, but this in no way 
detracted from the many practical illustrations he gave 
of how the accountant in industry can provide all levels 
of management with timely and valuable data for con- 
trol and planning purposes. This session was presided 
over by Mr John Liddell, F.C.w.A., F.c.LS., President of 
the Glasgow and West of Scotland Branch, and the 
discussion was admirably opened by Mr J. M. Glover, 
P.C.W.A., A.C.1.8., Secretary of the Edinburgh Branch. 
'The interest aroused was reflected in the questions put 
to Mr Robson et the conclusion of his talk, all of which 
were dealt with in an exemplary way. 


Gonference Luncheon 


Lunch followed at 1 p.m. under the chairmanship 
of Mr S. C. Tyrrell. Amongst those present уеге Мүз 
Tyrrell, Col. А. С. Gomme-Duncan, M.C., M.P., and 
Mrs Gomme-Duncan, Dr David S. Anderson, B.SC., 
A.R.T.C., M.L.MECH.RE,, Director, the Royal Technical 
College, Glasgow, Mr Т. С. Robinson, О.В.Е., T.D., 
President of the Glasgow Chamber of Commerce, and 
Mrs Robinson, Mr George Veitch, c.a., President of 


the Edinburgh Chamber of Commerce, Mr C. A. 
Oakley, B.sc., ED.B., Glasgow and West of Scotland 
Management Association, Mr W. W. Craig, F.C.1.8., 
Glasgow and West of Scotland Branch of the Chartered 
Institute of Secretaries and Mrs Craig, Mr J. Fitz- 
patrick, F.c.1.8., Edinburgh and East of Scotland Branch 
of the Chartered Institute of Secretaries, Mr and Mrs 
L. W. Robson, and Mr and Mrs Stanley J. D. Berger. 

The toast of ‘The Institute’ was ably proposed by 
Col. A. С. Gomme-Duncan, M.P., and Mr Tyrrell 
responded. Mr W. Bishop,.c.a., F.C.W.A., in a most 
amusing and witty speech proposed the toast of “The 
Guests’, and the response was made by Mr Т. С. 
Robinson. 

Mr Berger proposed a vote of thanks to all concerned 
(mentioning specially Mr William C. Scott, F.c.w.a., 
the conference organizing secretary) for their part in 
making the conference such an outstanding success. 


Afternoon Session 


The afternoon session was devoted to a paper by 
Dr David Anderson, Director of the Royal Technical 
College, Glasgow, which was received with obvious 
appreciation. Тће subject chosen was ‘The art of 
meaningful communication’, and although at first sight 
it appeared to be a little off the well-worn track of 
previous conference papers, it soon became evident 
that it had aroused keen interest and provided food for 
contemplation. ‘The subject was thought to be of such 
interest that the lady guests at the conference. were 
invited to be present and many availed themselves of 
the offer. Mr J. W. Malcolm, r.c.w.a., President of the 
Edinburgh Branch, presided over this session, and the 
discussion was opened by Mr W, S. Risk, B.COM., C.A., 
F.C.W.A. 

Tea followed at about 4.30 p.m., after which mem- 
bers and other guests availed themselves of the many 
amenities offered by the hotel, including golf. 

Altogether it was a very worth-while conference. 
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THE ASSOCIATION: OF . | 
CERTIFIED AND CORPORATE ACCOUNTANTS 


FORTY-EIGHTH ANNUAL GENERAL MEETING 


The forty-eighth annual general meeting of the Asso- 
ciation of Certified and Corporate Accountants was 
held in the lecture hall of the Chartered Auctioneers’ 
and Estate Agents’ Institute last Tuesday. The 
President of the Association, the Rt. Hon. Lord 
Latham of Hendon, J.P., F.A.C.C.A., F.C.LS., was in 
the chair. 

Extracts from the report of the Council for 1952 
were published in The Accountant dated April 18th, 
1953, and we give below extracts from the presidential 
address of Lord Latham. 


EXTRACTS FROM PRESIDENTIAL 
ADDRESS 


Council 


In the year under review there have been changes in 
the personnel of the Council. Mention is made in the 
report of the resignation from the Council of Mr G. S. 
Houghton, and I am sure that this meeting will wish to 
place on official record its acknowledgment and thanks 
for the long and valuable services he rendered to the 
Association and to send him its warmest good wishes 
on his retirement from membership of the eu 
On the other hand, Mr Spencer, Mr Shaw, Mr 
Whitehead and Mr Chennell have joined the Council. 
Al four have long been actively associated with the 
work of the district society in their respective areas 
and they bring to the deliberations of the Council the 
qualities of their experience and devoted service. 


Report 


Taken as a whole, the report reflects a steady increase 
in the volume and varied character of the work which 
the Council has been called upon to undertake and of 
the increase in the demands upon its time and energies. 
This work has included matters which range over a 
much wider field than that of the domestic affairs of 
the Association and which embrace considerations 
affecting the whole accounting profession, as well as 
the interests of the public whom we serve. 

I do not propose to deal in detail with all the matters 
chronicled in the report but will confine myself to 
those whose importance seems to me to merit further 
comment. 

It is encouraging to be able to register a steady 
growth in the membership of the Association. This 
now stands at approximately 8,400. During the year 
1952 the number of applications to sit our ехатіпа- 
tions was 1,889. This is slightly lower than in 1951, 
but, as T remarked last year, a fall in applications was 
to be expected. The smallness of this does no more 
than indicate that we are approaching normal and I 
do not think that we need have any fears that the 
proper growth in our numerical strength is in danger 
of being impaired. ... 


Finance 


Constant attention of the Council is devoted to the 
pursuit of economy of expenditure. At the same time 
it has to bear in mind not only the necessity for main- 


taining but in some directions expanding the services 
to members, and, what is also of prime importance, 
so to conduct the affairs of the Association as to ensure 
that it shall not be lacking either in functional enter- 
prise or working efficiency. In common with all other 
professional bodies the Association must adjust and 
expand its activities in key with the changing condi- 
tions of the times, for, in the final analysis, our pro- 
gress and prestige are judged not so much by numerical 
growth, by rules and regulations, or by domestic 
activities, as by the contribution the Association makes 
to the objectives of the accountancy profession as a 
whole and by the way and the measure in which it 
discharges its responsibilities, professional and public. 

Added to the cost of expanding and developing 
activities, we have had to meet the rising cost of goods 
and services. In these circumstances it is satisfactory 
to record that in the result we have been able to add 
£3,173 to our accumulated fund. · 


Research 


I need not take up your time in repeating what has 
already been communicated to you through our 
journal and also what appears in the report before you 
as to our research activities. These have greatly helped 
not only in keeping us in the forefront of technical 
advance but also in dealing with new and complex 
problems which fall to be dealt with by accountants, 

Fully conscious of the part research is bound to 
play in technical progress of accounting, the Council 
has decided to enlarge its ''echnical Research Advisory 
Committee. Members of the Association with special 
knowledge and experience have been invited to serve 
on this Committee and I am pleased to say that the 
response to those invitations has been most gratifying. 
Let me say that the Council is very appreciative of the 
willingness with which members have co-operated 
with it in this connection and I should like to say how 
grateful we are to Mr Leo Kennett and Mr J. E. Harris, 
members of the Association, who not only assisted in 
the preparation of the memoranda submitted to the 
Royal Commission on the 'laxation of Profits and 
Income, but also attended before the Commission to 
give oral evidence in support of those subrnissions.! 
A full report of the evidence given appeared in the 
August 1952 issue of The Accountants Journal. Т am 
sure you will wish to join with the Council in expressing 
to both of them our best thanks for valuable and timely 
assistance. 

Allusion is made in the report to the fact that owing 
to certain amendments to the Cornmission's terms of 
reference and to other reasons several of the recom- 
mendations contained in the Association's Memoranda 
Nos. 2 and 3 became inappropriate and out of date. 
It was therefore thought desirable that a short supple- 
mental memorandum should be submitted to the 
Commission, and this has been done. The text of the 
supplemental memorandum appears in this month's 
issue of The Accountants Journal, 


1 бее The Accountant, July 12th, 1952. 
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Absorption 


On the subject of absorption there is little that I can 
add to the statement made in the report. Discussions 
are still proceeding but they have not yet reached the 
stage when it would be wise or helpful for me to 
attempt to add to what is there set down. 

As President, I have naturally been at the centre of 
the protracted consideration of this question, and not- 
withstanding the difficulties and complexities which 
surround it, I am not discouraged in my belief that 
they may be resolved in a manner which will be of 
lasting benefit to the profession, including, of course, 
the members of our Association. I would, however, 
like to reinforce the appeal to members made by the 
Council in its report to maintain their patience and not 
to reach conclusions in advance of a full knowledge of 
any proposals which may be submitted by the Council. 


Joint Committees 


The Joint Parliamentary Committee, as is stated in 
the report, continues to watch over all parliamentary 
matters affecting the qualifications and status of 
accountants and auditors. In addition to this com- 
mittee there have been several other joint meetings of 
representatives of the recognized bodies to deal with 
matters of common interest. These joint meetings, 
which are at the highest level, have been conducted in 
a spirit of mutual respect and unity of purpose, and 
with the interests of the profession as a whole always 
in mind. 

This being the common approach, it is not surprising 
that we find that over a wide range of policy there is a 
general agreement between the kindred bodies. There 
can be no doubt that this consultative co-operation — 
followed, where necessary, by collective action — has 
been productive of beneficial results to all concerned. 


Regulation of the Profession 

But, admirable as is this joint consultation, it is not 
enough, for it was never more necessary in the interests 
both of the profession and the public that our several 
bodies should get together and, in faith and determina- 
tion, renew our joint endeavours to secure statutory 
regulation of the profession. It would be idle not to 
recognize that there are many difficulties in the way — 
difficulties which cannot be lightly -disregarded – but 
I refuse to believe that they cannot be overcome if the 
will to do so is present among us. On the contrary, I 
am satisfied that by the pursuit of a bold and resolute 
policy in unity among ourselves we could achieve 
statutory regulation of the accounting profession on 
lines similar to those enjoyed by other professions. 
I believe that we should have the support of informed 
public opinion. 

As President I have attended many social and other 
gatherings over the United Kingdom and Ireland, at 
which І have met very many men prominent in all 
spheres of industrial, commercial and professional 
life, and I have been struck by the large number of 
them who find it difficult to understand the failure of 
the accountancy profession to regulate itself and put 
itself on a satisfactory basis such as has been done by 
other professions. They cannot understand why a 
more vigorous policy has not been pursued by us in a 
matter so manifestly necessary as much in the interests 
of the public as of the profession itself. 

The statutory regulation of the profession has long 
been a principal objective of the Association and you 
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may rely that the Council will continue resolutely to 
work in every proper way to achieve this. 


Royal Commission on the Taxation of Profits 
and Income 


In the annual report before you a compendious refer- 
ence is made to the evidence tendered to the Royal 
Commission by the Association. It is worthy of note 
that there is a wide measure of agreement between the 
submissions of the Association and those of the 
Chartered Institute and the Incorporated Society. This, 
I think you will agree, is all to the good as it serves to 
enhance the force and value of the evidence tendered 
on behalf of the accountancy profession in a field of 
inquiry where the knowledge and experience of 
accountants should be of special value and assistance. 
It is the case, however, that as regards the basis of the 
provision of depreciation of fixed assets there still 
exists a difference of approach between the views of 
the Institute and those of ourselves and the Society, 
although it can, I think, be fairly said that the evidence 
submitted by the Institute indicated that their views 
are now somewhat closer to those of ourselves and the 
Society than was formerly the case. As you will recall, 
we of the Association have all along been definitely of 
opinion that the proper basis is that depreciation 
should be charged against revenue in relation not to 
historical cost but to replacement cost, and we sub- 
mitted evidence to the Commission to that effect. 

In this connection I may say that the comprehensive 
study of the problems of accountancy in times of 
inflation, which we have published under the title of 
Accounting for Inflation, met with an encouraging and 
complimentary reception, in both professional and 
industrial circles, as being a noteworthy contribution 
to the objective study of the accounting and related 
problems which have arisen from conditions of con- 
tinuing inflation. The sale of the volume has exceeded 
our expectations. 

Following modification of the terms of reference of 
the Royal Commission, those submitting evidence were 
asked to indicate, where recommendations made might 
involve a loss of revenue, which of such recommenda- 
tions should have priority, The Association accordingly 
suggested that its recommendation relating to the 
taxation of annuities is one that should receive early 
attention by reason of the manifest inequity of the 
present position. The Association is, of course, aware 
that this, among other matters, is under consideration 
by the Millard Tucker Committee on the Taxation of 
Retirement Benefits, and it is to be hoped that its 
report may include recommendations which will 
remedy the present unfair incidence of taxation on 
annuities. One needs only to state the position to 
appreciate its inequity. 

The purchase of an annuity is essentially a capital 
transaction. Yet all the annuity payments — although 
the greater part of them represents a return of capital – 
are treated for tax purposes as income in the hands of 
the recipient. That, surely, can be neither defended 
nor justified. 

The pressure of the position and the high rate of 
taxation in recent years have caused the ordinary life 
annuity to be superseded to some considerable extent 
by the fixed term annuity, where the capital proportion 
of each payment is stated and is not taxed if the 
annuitant is the purchaser of the annuity, or his or 
her spouse. But that arrangement does not always give 
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the annuitant the measure of security he requires 
and if such an annuity is followed by a deferred life 
annuity, the latter will be taxed in the ordinary way. 
Surely the time is long overdue when the Inland 
Revenue should recognize that periodical payments 
under any type of purchased annuity include a strong 
element of capital repayment, and should -exclude 

that element from liability to tax? Canada and the 
United States are able to avoid this inequity quite 
satisfactorily and I am perfectly sure that our actuarial 
friends could devise a reasonable basis of apportion- 
ment which would be acceptable to the revenue 
authorities. 

The Budget 


The incidence of taxation, direct and indirect, now 
exercises such a pervasive influence on the industrial 
and commercial activities of the nation and upon the 
personal interests of every one of us that the annual 
Budget has become a matter of paramount importance. 
It is clear that the Chancellor, in his recent Budget, 
had in mind.considerable doubts as to the prospective 
economic health of the country and has sought, by a 
distribution of modest reliefs in a variety of directions, 
to ward off any deterioration of business activity, both 
im export and home trade, of which there have been 
some disturbing ‘signs, especially in the field of our 
national productivity and as a consequence of increas- 


ing competition. The. Budget has been graphically 


and, I think, not unfairly described as a ‘shot in the 
arrn’. It remains to be seen whether this proves to be 
ап insidious narcotic or a real stimulant to our economy. 
Everyone will hope that the Chancellor’s expectations 
and purposes may be realized; for none of us would 
wish to see a recession of trade with all its calamitous 
social and other consequences. Budgetary policy must 
be mainly judged by whether it is calculated to increase 
productivity and lower costs, and thus to enhance our 
competitive power in the markets of the world. On 
these two factors our future as a trading nation largely 
depends, for without bouyant and expanding inter- 
indeed. | trade the outlook for us may well be bleak 
indee 


` Excess Profits Levy 


Having said. this „in general consideration of the 
Budget, 1 would like to make comment on one or 
two of its features. First, as accountants we can 
welcome the decision to abolish the excess profits 
levy at the end of the year. Seldom has а more mis- 
conceived and ill-devised tax been imposed. It is so 
clumsy. in application and inequitable in incidence 
that one is moved to the belief that its enactment was 
the result of over-hasty and imperfect deliberation 
under the impulse of extraneous considerations. Its 
deferred demise will be urilamented: indeed, were it 
earlier it would be the more welcome. In any case, 
when it goes it will go unhonoured and unsung. 


Initial Allowances 


The restoration of. initial allowances, although at 
only half the rate in force when they were suspended, 
offers some help towards the immediate financing ‘of 
the development and the re-equipment of industry. 
This is, however, а short-term aid which may well 
distort long-term plans for re-equipment, for these 
allowances are no more than reliefs in advance to be 
repaid in subsequent years. Thus this concession can 
in no sense be regarded as meeting the case for de- 
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preciation itself and the tax relief in respect of it, 
being based on replacement costs instead of historical 
costs, which has in continuing conditions of a greatly 
increased level of cost, become quite unrealistic. . 
Something more than these accelerated reliefs is 
needed to stop the continuing erosion of capital in the 
guise of profit, the consequences of which are so 
serious that we must hope that the restoration of the 
initial allowances is no more than an interim measure 
intended to ease the position pending a permanent 
and realistic solution of the problem in, let us trust, 
the not too distant future. 


Conclusion 


Now let me close on а note of personal thanks and 
gratitude to the many persons without whose help, 
guidance and support no president could carry out his 
functions and duties. 

First, my very sincere thanks to the Vice-President, 
Mr Macfarlane Gray, whose unquestioning and willing 
support, whenever asked for, has been of great help 
to me, both in the spirit and the act, and I would wish 
him to know how grateful I am to him. 


Retirement of the Secretary 


You will have read with regret, I am sure, that at the 
end of this month Mr J. C. Latham retires from his 
position of Secretary. Notwithstanding our personal 
relationship, as President and as the titular head of the 
Association for the time being, it is my duty as well as 
my pleasure, on behalf of the members of the Associa- ' 
tion, to express most sincere thanks and appreciation 
to him for the unremitting and invaluable services 
given to the Association throughout the past thirty-one: 
years; guiding it, as he has, through the innumerable 
difficulties and problems ‘of. those developing and 
formative years to success and the achievement of the 

parity of recognition and esteem which the Association, 

by common consent, now enjoys. He now lays down, 
his work as Secretary amid the general esteem and 
affection of our members and all who know him. He . 
is entitled to-feel a deep sense of pride and satisfaction, 


‘at the impressive and manifest results of his life's. 


endeavours; He has merited well of his fellows and I. 
am sure that the whole membership of the Association 
would wish me, as President, in their name and their 
voice, to say in the full content and meaning of the 
words: Thank you, Mr Secretary. 

Our sense of loss and regret at the retirement of 
Mr Latham as Secretary is tempered by the fact that 
the Association will continue to have the benefit of his 
long experience and informed advice as part-time 
Director. . . . 

To the Deputy Secretary, Mr Е. C. Osbourn, 1 
am greatly indebted for his unfailing and cheerful 
service to me over the past twelve months. You will 
have noticed from the report that in a few days’ time 
he will assume the position of Secretary of the Associa- 
tion. 'The Council and I have every confidence that 
Mr Osbourn will fill this important office with ability 
and success worthy of the status of the Association 
and of the high traditions and standards of his pre- 
decessors. I am sure we all wish him well and trust. 
that he may have a long, a happy and a rewarding 
tenure as our Secre 

Lord Latham concluded his address with a tribute 
to the staff. 

The report and accounts were accepted. 
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THIRD ANNUAL TAXATION CONFERENCE 
INTERESTING PROGRAMME FOR ACCOUNTANTS 
Bournemouth, October 23rd to 26th, 1953 


Another conference —the third — organized by our 


contemporary Taxation, in response to many requests ` 


and as a result of the success achieved by those 
previously held in Eastbourne and Scarborough, is 
to be held from Friday to Monday, October 23rd to 
26th next. On this occasion the venue is Bournemouth, 
and distinguished members of the accountancy and 
legal professions as well as other notable personalities, 
will occupy the chair at the various sessions, and give 
addresses on aspects of the law and practice of taxation. 

The conference, which will again be under the 
general chairmanship of Mr Ronald Staples, the Editor 
of Taxation, will be open principally to members of the 
accountancy and legal professions and to’ accountants 
interested in the subject of taxation in industry and 
commerce. 

The preparations and arrangements for the confer- 
ence, which will include special attractions for the 
ladies, are well in hand. Those attending are assured 
of a warm welcome from both the conference and the 
civic authorities at Bournemouth. 


Programme 


The programme provisionally arranged is a5 follows: as 


Friday afternoon, October 2374: 

Short inaugural address by the Conference Chairman, 
followed by a civic.welcome by the Mayor of Bourne- 
nd It is hoped that lady visitors will attend tig 
even 


aA by Mr E. A. Bell, M-A., B.Sc. (AGR.), on а "The 
‘taxation of farming profits’. 
Chairman: Mr Н. J. Bicker, J.P., F.8.4.4., member of 


the Council of the Society of Incorporated Accountants 
and Auditors. 


Friday evening: 


Cocktail party in- the- Paviljon Ballroom, given by 79, 


Editor of Taxation, to which all members and their 
ladies will be invited. 


Saturday morning, October 24th: 

Mock computation interview. A set of accounts, copies 
of which will be issued to members, will form the 
basis of computations for assessment under Schedule 
D, profits tax and excess profits levy and will be 
negotiated item by item. 


Representing the Revenue: Mr H. A. Bradford, l 


A.8.A.A., H.M. Principal Inspector of Taxes. 


Representing the taxpayer: Mr Percy F. Hughes, 
Incorporated Accountant. 


For the ladies: 
A coach tour of the beauty spots in the New Forest. 
Saturday afternoon 
Address by Mr Roy Bornemàn, Q.C., on ‘Back duty: 
penalty sections’. 

Chairman: Sir Harold Howitt, G.B.E., р.8.0., M.C., 


F.C.A., Past President and member of the Council of 


The Institute of Chartered Accountants in England 
and Wales. 


Preparing Britain’s Budget 
Address by the Rt. Hon. W. Glenvil Hall, P.C., M.P., 
Barrister-at-Law, formerly Financial Secretary to 
H.M. Treasury, on ‘Preparing Britain’s budget’. 
Chairman: Mr I. J. Pitman, M.A., M.P. » formerly a 
director of the Bank of борае 


Saturday evening: | 

Civic reception and dance to be given by the Mayor 
and the Mayoress of Bournemouth at the Pavilion 
Ballroom. j | 2 


Sunday morning, October 25th: 
A church service for conference members and their 
ladies. 


Sunday afternoon: 
A special eighteen-hole medal round golf competition 
for the Taxation challenge cup. 


onday morning, October 26th: 
Address by Mr Р. J. Bacon, о.в.в., Senior Examiner 
Estate Duty Office, Inland Revenue, on “The valuation 
of shares for death duty purposes’. 

Chairman: Mr J. N. Grange-Bennett, M.A., Solicitor f 
of the Supreme Court, Commissioner for Oaths; | 

Address by Mr C. E. Garland, Barrister-at-Law, 
formerly Senior Principal Inspector of Taxes, Inland 
Revenue, on ‘Recent legislation’: - 

Chairman: Mr W. W. Fea, B.A., A.C.A: ember of 
the Council of The Institute „ој. Chartered Accõunt- 
ants in England and Wales, | 
For the ladies: ` 1 
A special conference mannequin бае. 

Special facilities will be granted to all ‘members of 
the conference by the Borough of Bournemouth. | | 


Nominal Contribution 


Those who desire to attend the conference | are 
invited to make a nominal contribution. of one guinea 
per person towards the conference expenses. No 
further charge whatsoever will be made and all social 
functions including tours etc. will be free. Those. who 
attend will be required to pay for their hótel:accom- 
modation only. 

Special Train 
British Railways have promised to co-operate in 
running a special non-stop train from London with 
restaurant facilities. It would help the organizers if 
those wishing to take advantage of this special facility 
would give early intimation of their willingness to 
support travel arrangements of this kind. 

Those wishing to attend the conference are advised 
to make early application to the Conference Secretary, 
Mr H. P. Kennett, 98 Park Street, London, Wr, 
and application forms, together with details of hotel 
accommodation, will be-sent on request. 
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STUDENTS’ SOCIETIES’ AFFAIRS 


Union of Chartered Accountant Students’ 
Societies 


Members of chartered accountant students’ societies 
are reminded that all students’ societies welcome to 
their meetings members of other societies who are 
temporarily in their area. 

There is also an arrangement for transfer of 
membership without additional fee for members who 
permanently change their district. Such interchange 
should be carried out through the secretaries of the 
societies concerned. _ 

A list of towns where students’ societies hold 
meetings will be found on the cover of this issue of 
The Accountant, 


The East Anglian Chartered Accountants’ 
Students’ Association 

During the week ended March 28th, the East Anglian 
Chartered Accountants’ Students’ Association held a 
residential course at the Assembly House, Norwich, 
which was.attended by 57 students – 54 members of 
the Association, and, by invitation, 1 member of the 
Liverpool Students’ Society, and 2 incorporated 
accountant students. 

The course was opened on the Monday afternoon 


by Mr К. T. Boardman, A.C.A., chairman of the Joint ` 


Tuition Committee, who welcomed all the distant 
students to Norwich and expressed his pleasure that 
these numbered 36 out of the total attendance of 57. 
He went on to say that the Joint Tuition Committee, 
in planning the course, had endeavoured to cover as 
шапу subjects as possible while bearing in mind that 
the students attending were at various stages in their 
studies. The subjects covered by the.course included 
company law, costing, auditing, executorship law and 
accounts, group company accounts, income-tax, 
profits, and machine accounting. 

On Friday, March 27th, the day’s lectures ended at 
4 p.m. and students heard a short address by Mr Т. B. 
Robaon, M.B.E., M.A., F.C.A., President of the Institute, 
who, together with Mr A. S. Maclver, M.C., В.А., 
Secretary of the Institute, visited the course prior to 
attending the annual dinner of the senior society to 
be held that evening. Following his address, in which 
he stressed the need for students to have interests 
outside their accountancy work, Mr Robson took tea 
with the students. 

The course closed on Saturday, March 28th, and 
after the last lecture the chairman of the course 


- expressed the hope that all students had enjoyed and 


benefited from their week's stay. Mr Rogers, a student 
from Colchester, then proposed a vote of thanks to the 
Joint Tuition Committee and especially mentioned 
Mr Н. Robinson, F.c.a., the course secretary. 


Chelmsford Chartered Accountant Students 


The fourth annual dinner to be held by the Chelms- 
ford Chartered Accountant Students took place at 
The County Hotel, Chelmsford, on April roth. 
Mr A. Waller, A.I.B., President, Chelmsford and 
District Local Centre, Institute of Bankers, proposed 
the toast of "The Institute of Chartered Accountants 
in England and Wales' and spoke of the high regard 
in which the profession was held. In his response, 
Mr G. L. C. Touche, B.A., F.C.4., a member of the 
Council of the Institute, referred to students' train- 
ing. Other speakers were Mr R. W. Durgan, A.C.A., 
Mr J. M. Watson, a.c.a., Chairman, Chartered 
Accountant Students’ Society of London; Mr G. E. 

Saunders, A.C.W.A.; and Mr M. Scott, a Chelmsford 
student. 


Liverpool Chartered Accountant Students' 
Association 


The Liverpool Chartered Accountant Students 
played their annual association football match against 
the Liverpool Incorporated Accountant Students at 
Liverpool Ramblers F.C. ground, Crosby, on 
April 22nd. 

The incorporated students deservedly led at half- 
time by 3 goals to 1, but on the resumption the 
chartered students took the initiative and playing 
fast, open football, scored five times to gain a convinc- 
ing 6 goals to 3 victory. The Association was rep- 
resented by D. J. McKintosh, P. A. Cooper, A. L. 
Nuttall, G. E. Avison, B. S. Hardman, I. R. Burley 
(Captain), D. Oakes, A. M. Prestcott, А. H. Jones, P. 
5. Jones, and K. Rainford. 


Birmingham and London Students Compete 


The Birmingham and the London Chartered 
Accountant Students’ Societies opposed each other 
at Association and Rugby football in matches played 
recently at Barnet, In the soccer match the London 
students scored a decisive victory by 7 goals to nil, 
but were unable to maintain their success at rugby, 
the Birmingham students winning by 13 points to 8. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 
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NOTES AND NOTICES 


Personal 


Messrs T. C. SQUANCE & Sons, Chartered Account- 
ants, Sunderland, announce that Mr D. T. S. Коттев, 
А.5.А.А., has been admitted a partner in their associate 
firm of Messrs Т. C. Squance & Sons, and is the 
resident partner at Bishop Auckland. 

Messrs A..& C. M. DavipsoN бмітн, Chartered 
Accountants, of 2 York Place, Edinburgh 1, announce 
that as from April 22nd, 1953, they have assumed as 
a partner Mr Јонм GORDON LENNOX, B.COM., С.А. 
Mr Lennox served his apprenticeship with the firm 
and has been with them since qualifying. 'The name 
of the firm will remain unchanged. 


Professional Notes 


Mr J. Meares, А.5.А.А., has been appointed secre- 
tary of Allen West & Co Ltd. ` 


Mr 5. J. Wheeler, ј.Р., F.C. W.A., chief cost account- 
ant and deputy secretary of the Austin Motor Co 
Ltd, has been appointed secretary of the company. 
He is already joint HEY of the British Motor 
Corporation. 


Obituary 
CYRIL CHARLES AKERS, F.S.A.A. 


We regret to record the sudden death on April 19th 
of Mr Cyril Charles Akers, Е.5.А.А., senior partner 
in the firm of Wm. Fortune & Son, "Accountants, of 
West Hartlepool. Не was 64 years of age. 

Mr Akers was admitted a member of the Society of 
Incorporated Accountants and Auditors in 1914, and 
had been associated with his firm for over forty years. 
He was a past president of the local branch of the 
British Legion, and at the time of his death was a 
vice-president of the Incorporated Accountants’ 


Newcastle upon Tyne and District Society. In the: 


First World War he was awarded the Croix de 
Guerre (Belge) and in the Second World War held 
the rank of major in the Home Guard. 

Mr Akers had a life-long association with St Paul’s 
Church, West Hartlepool, where a funeral service 
was held on April 21st. 


In Parliament 
Income Tax 


Mr SwrNGLER asked the Chancellor of the Exchequer 
the number of persons with incomes above the 
income-tax exemption limit who were not liable to 
tax at the latest date for which figures are available. 
Мг R. A. BurLER: The income-tax exemption 
limit, as such, was deleted from the Income Tax Acts 
when small income relief was introduced last year. 
The effective limit is now £155 and the number of 
incomes above that figure in respect of which no tax 
„18 payable is estimated at 4} million. 
' Mr SwiNGLER asked the Chancellor of the Ex- 
:chequer his estimate of the number of persons with 


incomes below the income-tax exemption limit at the 
latest date for which he can make an estimate. 

Mr R. A. BurrER: In accordance with my reply 
to the previous question, I have taken an assessed 
income before tax of £155 a year as representing the 
effective 'income-tax exemption limit’. The number 
of persons with incomes below this limit is believed 
to be between 54 and 6 million, although no precise 


‘figure can be calculated. In this estimate, incomes of 


wives are combined with those of their husbands. 
Mr Hoy asked the Chancellor of the Exchequer 

how many persons there are in each of the following 
income-tax groups: {500 or under, £500 to £1,000, 
£1,000 to £2,000, £2,000 to £5,000, £5,000 to 
£10,000, £10,000 to £20,000 and over £20,000, 
respectively; and what will be the average annual 
reduction paid, respectively, by persons in each of 
these groups as a result of the Budget. 

. Mr Boyp-Carpenrer: The figures are given in the 
table below: 


Average 
. Average reduction as a 
Income range Number of annual proportion of 


persons liable reduction per tax at pre- 


to tax* taxpayer Budget ratest 
Thousands £ d Per cent 
Under £500 9,000 2 5 о 151 
500-£1,000 . 5,295 6 14 о 11$ 
1,000-/,2,000. . 875 18 10 о 6 
2,000- 5,000... 221 54 8 о 5 
5,000-£10,000 38 148 12 о 4 
£10,000-£20,000 9 10 5 o 3 
£20,000 and over 2 ~ 52 2 о 21. 


Notes. 
' * A married couple are counted as a single unit and the 
allocation by range of income is based on their joint income. 


: + The figures include the effect of the increase in the 
dependent relative and housekeeper allowances and the 
higher limit for age relief, as well as the reduction in 


the income-tax rates. 
Mr CHETWYND asked the Chancellor of the 


Exchequer the number of taxpayers in the income 

groups below £500, {£500-£700, £700-£1,000, 

£1,000-£2,000 and £2,000 and over, respectively; 

and whether he will give the estimated total income- 

tax relief given to the taxpayers in each income group. 
Mr R. А. BurLER: The figures are as follow: 


egate 
r tion in 
tax in a full 
Estimated year under the 
numbers Budget 
Income range Hable to tax proposals* 
Thousands £ million 
Under [500 es ч 9,000 22°0 
nee ee 2s - 3,470 19:0 
тоо– [1,000 M s 1,825 16:5 
£I,000-£2,000 .. 2: 875 16:2 
£2,000 and over 270 22'0 


* The figures cover the reduction in the rates of tax, the 

increase in the dependent relative and housekeeper allow- 
ances and the increase in the limit for age relief. 

Hansard, April 21st, 1953. Written Answers. Cols. 

| 3941. 
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FAMILY ALLOWANCES 

Viscount HINCHINGBROOKE asked the Chancellor of 
the Exchequer the cost, in a full year, of giving a 
_ family allowance to the first child in families with an 

income of £600, {500 and £400 а year, respectively. 

Mr R. A. Butter: The annual cost would be of 
the order of {90 million, £75 million and £45 
million respectively. 

Hansard, April 21st, 1953. Written Answers. Col. 41. 


" Income Tax: WELSH EXPLANATORY LEAFLETS 
Mr P. Morais asked the Financial Secretary to the 
"Treasury whether, in view of the representations 
made to him, he will arrange for the issue in Welsh, 
in: Welsh-speaking areas, of explanatory notes on 
income-tax. 

Mr Bovp-CARPENTER: Yes. The Inland Revenue 
hope to have available later in the year an explanatory 
leaflet in Welsh to accompany certain return and 
claim forms. 

Hansard, April 22nd, 1953. Written Answers. Col. 66. 


‘Assistant Official Receiver Appointed 
'The Board of Trade have appointed Mr James Туе 
to be Assistant Official Receiver for the Bankruptcy 
District of the County Courts of Sheffield, Barnsley 
and Chesterfield. This appointment takes effect 
from April 13th, 1953. 


‘Manchester Society of Chartered 
Accountants 


At a meeting of the committee of the Manchester 
Society of Chartered Accountants held on April 24th, 
at the Chartered Accountants' Hall, бо Spring 
Gardens, Manchester, 2, the following officers were 
elected for 1952-53: 

President: Mr E. С. Turner, M.C., F.C.A. 

Vice-President: Mr M. Wheatley Jones, B.COM., F.C.A. 

Hon. Treasurer: Mr А. Н. Walton, A.C.A. 

Hon. Librarian: Mr К. Н. E. Wilkinson, M.A., J.P., F.C.A. 

Hon. Secretary: Mr S. K. Stott, M.B.E., T.D., А.С.А. 


The Nottingham Society of Chartered 
Accountants 

The алана report for the year ended December 
3185, 1952, of the Nottingham Society of Chartered 
Accountants, which was presented at the annual 
meeting . held on ‘March 26th, records a ‘further 
increase in the Society's membership, which at the 
year-end totalled 226. f 

The Society’s Derby branch, under the chairman- 
ship of Mr P. Doughty, F.c.a., passed a most 
successful and active year, and the membership 
now numbers 62. 


The officers of the Society for the ensuing year. 


are as follows: 
President: Mr J. S. Е. Hill, A.C.A. 
Vice-President: Mr L. W. Underwood, F.c.A. 
Hon. Secretary and Treasurer: Mr Н. J. Clarke, F.c.a. 
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East Anglian Society of Chartered 
Accountants 
The annual meeting of the East Anglian Society of 
Chartered Accountants was held at Ipswich on 
April 22nd, when the following officers were elected . 


for 1953~54:. 
President: Mr С. С. С. Goult, F.c.a. 
Vice-President: Mr H. n, F.C.A. 


Hon. Secretary and Treasurer: Mr Н. Robinson, Е.С.А.. 
The Society has recently amended its rules to 
provide for election to the committee by postal 


' ballot. This has undoubtedly stimulated interest in 


election to the committee, since 136 voting papers 
were returned out of a possible total of 160. The 
Society feels that by this democratic method of 
election to the committee, opportunity and scope. 
are given to possible new members of the committee, 
and is very pleased indeed with the considerable 
response to the first occasion on which the postal 
ballot has applied. 


Chartered Accountants’ Golfing Society 
The annual match for the ‘Wood Cup’ played against 
the Golfing Society of the Association of Scottish 
Chartered Accountants in London, took place at 
~. Golf Club on Monday, April 2oth, 


Fhe English Society regained the cup by a differ- 
ence of 4 holes and the best. six returns which 
counted for the match were as follows: 


New Old 
Course . Course Aggregate 
ENGLAND З 
J. В. Р. Williamson and 
К.Р. Chapman .. 6down 3down 9 down 
D. W. Gibson and S. У. 
Penwill 5» 5» 10 y 
W.J. Leeming and D. V. 
Littlejohn .. ғу 3-75) IL 4; 
А. Lotery and R. S. 
Bromhead 2 » I3 » I5 p» 
L. E. Parsons and L. R. 
Elcombe sis 9 » F 16 ,, 
А. J. Barsham .. 6, IO 4, 16 „ 
ae ; 77 
SCOTLAND — 
J. St Clair Harrison and . | 
D. A. Black . 3 down 3 down 6 down 
H. C. Hopkins ‘and S. : 
Stevenson . 2, IO 4; 12 p 
J. G. Brown and J. С. 
Girdwood 5» 79 5, 14 5» 
Ian Whyte and T. G. B. | 
Matheson .. 9 » Fo зз 16 ,, 
А. Irving ГА II ,, 16 4, 
C. D. Gairdner and T. . 
Douglas x 9 +» 8, 17 » 
А 81 
Prizes = 
New Course 
First: A. Lotery and R: S. Bromhead – a down (won on 
last 6 holes). 


Second: H. С. Hopkins and 5. Stevenson – 2 down. 

Old Course 

First: J. B. P. Williamson and K. P. Chapman – 3 down 
(won on last 9 holes). 

Second: J. St Clair Harrison and D. А. Black – 3 down. 
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'The Society of — "€ Accountants 
and Auditors: Dinners 


The Council of the Society has decided that three or 
four dinners shall no y be held at Incorporated 
Accountants! Hall in each year. À number of official 
guests will be invited and it is hoped that on every 
occasion from forty to fifty incorporated accountants 
from all parts of the country may be present. Each 
member will be invited to bring one personal guest: 
this limitation upon the number of guests has to be 
imposed because of the size of the Great Hall. The 
inclusive price of tickets for each dinner will be 
£2 125 od per head. 

The first dinner will be held on Monday, July 2oth, 
1953, when the Rt. Hon. The Lord Mayor of London 
will be the principal guest. 


The Association of Certified and Corporate 

: Accountants 
THe PRresmpeENt’s DINNER 

The President of the Association of Certified and 
Corporate Accountants, the Rt. Hon. Lord Latham, 
J.P., Е.А.С.С.А., gave a dinner last Tuesday at Gros- 
venor House, Park Lane, London. The following 
guests were present: | 

Messrs J. К. W. Alexander (President, Institute ој 
Arbitrators); ~ M. Allen Seren Chartered Institute of 
Secretaries); A. Stuart H. Garton Ash; C.. Percy 
Barrowcliff (President, Society E Inc ated Accountants 
and Auditors); Prof. W. Т. Baxter; Messrs Н. Beer, с.в. 
(Under-Secretary, Board of Tradey; R. T. Bell; S. J. D. 
Berger, M.c. (Director, Institute of Cost and Works Account- 
ants). 


Messrs J. Blakey (Vice-President, Institute of Chartered 


Accountants in England and hes d E m C.B. Under- 


у; F. A. 
Tripal 


and Accountants); I. A I. A. F. Craig, O.B.E. (Secretary, Society of 
Incorporated Accountants and Auditors); Wm. Charles 
Crocker (Vice-President, Law Society); L. J: Davey; C. R. M. 
Davidson; Derek du Pré (Editor, ‘ ће Accountant" ). 

Sir Archibald Forbes (Past President, Federation of British 


(Secretary, Building ocieties" Association); Sir Harold 
Howitt, G.B.&., D.8.0., M.C., Messrs W. Jackson; C. M. 
Jennings; ‘Sydney С. Tones; "Leo Kennett, 
| Меззта J. C. Latham, D.L. (Director and Saree Associ- 
atim of Се and Corporate пазени . Liddell; 
Т. Lister; T. С. Lund, с.в.к. (Secretary, Law Society): 
Е. Н. У. MacDou (Secretary, Institute of Chartered 
Accountants of Sco ; A. 5. MacIver, M.C. p caro 
Institute of Chartered Accountants in England and Wales). 

Messrs C. 5. Meynell; J. R. Norman; W. Charles 
Norton, MBE, M.C; F. Cameron Osbourn, M.B.g.; B. H. 
Pearce; C, H Pollard A Institute ој Municipal 
Treasurers and Accountants); Т. К. Powell; Т. B. Robson, 
M.B.E. (President, Institute of. Chartered Accountants in 
England and Wales); B. E. S. Rodgers; J. P. Shaw; J. R. 
Sparey; E. Spencer 4 А. Spofforth (President, Institute of 

аханоп); W. E. Stepto. 

Messrs A. H. Taylor; S. C. Tyrrell (President, Institute of 
Cost and Works Accountants); W. Walker; Н. E. West; 
W. W. Weng (Past President, Building Societies! Associ- 
ation); W. А. Whitehead; F. Wilson, O.B.E., J.P; E. C. 
Wingrove; Sir Richard Yeabsley, СВЕ. 


There were no formal speeches. The toast of “The 
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Queen’ was Sensi by the President iur js 
Robson proposed the toast of “The President’, 
which Lord Latham replied. During the d 
entertainment was provided by “Мивате', 


Origins of Double-entry Book-keeping -- 

Dr Raymond de Roover, the distinguished American 
medieval scholar and authority on the early history 
of book-keeping, is at present in this country on a 
short visit, in the course of which he will be lecturing 
at Oxford and at the Warburg Institute in London. 
On Tuesday evening next, May sth, he is to address 
the Paciolo Society of the London School of 
Economics on 'New perspectives on the origins ot - 
double-entry book-keeping’. 


A Change of Occupation 


Mr Angus MacBeath, C.A., A.C.W.A., draws the 


. attention of readers to an amendment which should 


be made in one of the examples given in his article 
entitled “A change of occupation’, which was pub- 
lished in our issue of April 4th. 

In the example in the second column on page 395, 
the profits tax on retained profits should read: 

On retained profits – £6,000 at 24% = [ 150 
instead of | 

On retained profits – £4,000 at 24% = Г 100. 

The total taxation in the example thus becomes 
£13,325, and the profits retained in the company : 
become £525. 


Annotated Tax Cases 


Part 1 of Volume XXXII of the Annotated Tax Cases, 
edited by Roy Borneman, Q.C., is published today and 
contains reports, with notes on the judgments, of the 
following cases: Lindsay v. C.I.R. (C.S.); Glasgow 
Heritable Trust Ltd v. C.I.R. (С.8.); C.I.R. v. Rein- 
hold (С.5.); Pearlberg v. C.I.R. (C.A.); Thomas v. 
Lord Advocate (C.S.); D' Avigdor-Goldsmid v. C.I.R. 
(H.L.); In re Brassey's Resettlement (H.L.). 

‘The index of names and subjects of cases to 
Volume XXXI is also being published and when 
received this volume may be sent for binding. 

The annual subscription to the Annotated Tax ° 
Cases is 305 post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London,. 
EC2. 


Our Contemporaries 


(Wellington.) (February.) 
‘Preference Shares in a Winding-up', by Т. R. Johnston, 
LL.M., B.COM., F.R.A.N.Z. 


"Tam INTERNAL "AUDITOR. (New York.) (March.) ‘Forei; 


Audits’, by William G. Proctor; “The Internal Audi 
Approach to Budgets’, by M. B. Т. Davies. 
Accountancy. (April.) 
Other Publications Received 
Tue INDIAN Accountant. (New Delhi.) (February.) 
Саиан. (Stockholm.) (April.) 
La КвуџЕ BELGE pes SCIENCES COMMERCIALES. (Brussels.) 


BULLETIN OF THE Охкокр UNIVERSITY INSTITUTE OF 
Statistics. (April) 5 
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Commissioner Proposes to Eliminate 
Forty Million Individual Tax Returns 


The following ‘current note’ appears in the April 
1953 issue of The Journal of Accountancy, New York: 
‘Internal Revenue Commissioner Т. Coleman Andrews 
proposed early this month in a television broadcast to 
eliminate some 40 million tax returns from individual 
taxpayers whose only income is in the form of wages. Àn 
automatic assessment, presumably through a withholding 
procedure similar to present practice but which would 
not require the filing of a return, would be used.’ 


The Profession in the Philippines 


The December 1952 issue of The Accountants’ Journal, 
the official publication of the Philippine Institute of 
Accountants, contains the complete text of the 
papers presented at the Sixth Annual Convention of 
Accountants held in the Philippines last November. 

Among the subjects of the papers are descriptions 
of accounting systems for a jute bag factory, a soft 
drinks factory, an inter-island shipping company, 
planters and ranchers, a newspaper publishing com- 
pany, and a shirt and pants manufacturing company. 


Our Weekly Problem 
No. 68: FRoM AEGROTAT TO HASTATI 


Charles Sidate had looked in at the museum during 
his lunch hour. He was interested in an old Roman 
manuscript. The Roman numerals were indecipher- 
able but 1t looked something like this: 


Hastati 


Hn 
~~ 
~~ 





‘I suppose it was some sort of billeting list’, he 
said. "What's an Aegrotat?' asked Ivor. ‘I expect he 
was the chap who had gone sick and had to be 
deducted from the ration strength,’ Charles replied. 


How many Velites were there? 
The answer will be published next week. 


з ANSWER то Мо. 67: А TOKEN ОР GRATITUDE 
Charles’ first school group: 25” square perimeter 100 
Charles’ second school group: 15" square area 
St Surplus photograph: 45* x 57 
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Actuaries’ Investment Index 


The following table is a brief extract from the latest 
figures furnished to subscribers to the Actuaries’ 
Investment Index, a service which is undertaken 
jointly by the Institute of Actuaries and the Faculty 
of Actuaries in Scotland. 























EN 84:3 85-1 
Ds .. 4 807 82-0 
Investment trust debentures 4 81:8 | 82:3 | 82:7 | 83:3 | 891 
Industrial debentures: 
uctive, distributive and 
i eous) .. 20 83:4 | 85:6 | 85-5 | 85:3 | 860 
Investment trust preference 
shi 35 гу 8 78:7 | 835 | 837 | 83:11 827 
Ind ce 
(Productive, distributive and Р 
US .. 64 85-5 | 866 | 89-2 | 89-8 | 908 
Industrial ordinary shares: 
Productive .. — . 38 | 129-8 | 144-7 | 145-0 | 149-2 | 148-2 
Distributive a 23 170-1 188-0 | 199-1 | 200-2 | 216-7 
Miscellaneous Aisa A 39 [109-9 |1144 | 1169 | 117-9 | 115-1 
АП classes of industrial ordin- 
ary shares combined .. | 100 |128:2 | 138-0 | 142:2 | 145-9 | 145-4 
Banks and discount com- 
де M T 10 85-3 | 87:5 | 886| 91:7 | 91-7 
Insurance companies <a 10 [104-0 |1108 | 111-7 (114-7 | 118-8 
Investment trust companies 131-2 | 141-1 1 143-0 | 149-3 | 155-7 
a he I. 


Construction: Geometric average, accrued interest in fixed interest securities 
and bonus issues allowed fo 

‘Producive': Aircraft, b ів, "cotton, electrical manufacturing, etc. 

‘Distributive’: Shipping, stores and са 

‘Miscallancous’: Companies not included under any other heading. 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or May 4TH, 1878 
The Institute of Accountants 


Opening sentences of a letter to the Editor signed 
Samuel Dyer Nix. 

Sm, – Referring to the proceedings of the Institute 
of Accountants at their annual general meeting on the 
24th instant, reported in your paper of last week, I 
think it must be evident to those who peruse your 
report of the meeting that the members exhibit a 
strange lack of interest in the affairs of their Institute. 
The special meeting was called for two o’clock, and 
the annual general meeting for three o’clock; but, 
although 155 members have enrolled themselves in 
our ranks, not more than 20, including employés of 
the Council, could be got together to constitute a 
meeting, even after three o’clock had been reached. 
At the previous special meeting, called to consider 
the amended rules, a quorum of 15 could not be 
obtained to consider and discuss the many alterations 
proposed to be made in them. . . . 
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CONTENTS TAX RESERVE CERTIFICATES 
Leading Articles Page RE dividends, paid out of the interest on tax reserve certifi- 


Tax Reserve Certificates: Hie cates, income for tax purposes? This vexed question has 


Settlements on Infants 2 now been judicially decided in favour of the Crown in 
The Finance ВШ 55% Hutton о. C.I.R., reported in The Times last Saturday. 

Special Articles Mr Hutton appealed against sur-tax additional assessments 
Preferential Debts in Bank- made on him for six years, the year 1943—44 being chosen for the 
ње. nding up i sake of argument. А. company in which he was a 50 per cent 
The Derating Dilemma shareholder was credited in 1943 with £78 interest on tax reserve 
by R. W. Moon, B.Litt., certificates surrendered by it in settlement of the tax liability on 
ACA, 558 из profits. It resolved to distribute the £78 to its shareholders, 

Lecture and Mr Hutton accordingly received £39. 

Has the 1948 Companies In appealing against the consequent sur-tax assessment, 
eig Papi oie 360 Mr Hutton argued that as the interest was specifically exempted 
from tax by Section 29 of the Finance Act, 1942, dividends paid 

Weekly Notes 564 out of it were within the principle referred to by Lonp TOMLIN.. 

Finance and Commerce 566 · in Neumann v. C.I.R. ([1934] А.С. 215), where he said: 

‘It is not disputed that if a dividend is paid out of the profits 

Taxation Cases 569 produced by a sale of a capital asset it is not made out of profits or 

ins charged on the company, and therefore no deduction from the 

Correspondence dividend is authorized and the dividend itself is not liable to be 
ee che : ` taken into account in fixing the liability to sur-tax of the shareholder. 
КЕТЕИН Аку The Crown argued that as interest was credited only when the 
Acrountancy Pico e certificate was accepted in payment of tax, the interest no longer 
counting Methods — Allow- existed and therefore was not available for dividend. The taxed 


ance for Motor Expenses 572 profits had merely been increased by the £78. 


8 one з : 
The Institute of Cost and The Special Commissioners accepted the Crown’s contention 


Works Accountants and their decision was affirmed by Mr Justice Орјонм. The 
Extracts from the Report for company, he said, had made taxable profits. It could pay the tax 
ко 575 either in full in cash, out of its general fund, or by buying tax 

Chartered Accountant Stu- reserve certificates well in advance. When it followed the latter 


dents’ Society of London 


course and was credited with interest, the result was that the 
Seventieth Annual General 


general fund standing to the credit of the profit and loss account 


Meeting 577 R i : 
| was larger than it would otherwise be. The interest was analogous 

Notes and Notices to discount on a trade debt; it was not a separate item of profit. 

The Institute of Chartered The decision, like so many income-tax decisions, bids fair to 

Accountants in England and . B 

Wales; President's Dinner; introduce some curious anomalies. Discount on stock purchases 

Associates elected to Fellow- clearly increase the company's taxable profit, but it seems reason- 

ship and Applicants admitted eae Д 5 

to Membership — Personal — ably clear that similar discount on the purchase of a capital asset 

а Motes СЕ will swell the non-taxable capital profit when the asset is sold. 

Recountancy Postage Stamp - When the certificates were first announced in 1941, much stress 

= Oficial Receiver Appolge- was laid upon the fact that the ‘interest’ was exempt from tax. 

ments — The Institute of In- PR E е 8 

ternal Auditors: London * The ‘principal and interest’ were to be a charge on the Con- 

Chapter The Institute: of solidated Fund while the certificates were to be ‘Government 

Cost and Works Account- T 

ants: Liverpool and District securities’ for the purpose of the Trustee Act, 1925. People who 

Branch:= Oversea Economie bought the certificates on the faith of that prospectus may well 


Survey – 5 -five Y: p . х 5 
Ago ОЕ 578 be surprised to learn that the interest is not interest at all. 
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SETTLEMENTS ON INFANTS 


HEN two interpretations are possible, 

it is often found that the House of 

Lords decides in favour of the less 
technical meaning. The ‘common-sense approach’ 
did not, however, prevail in the case of Thomas v. 
Marshall, judgment in which was given on April 
20th last. Certain remarks made in the Court of 
Appeal seemed to indicate that if they had not 
been bound by a previous decision the Court 
might have been disposed to hold that an out- 
and-out gift was not a ‘settlement’ within the 
meaning of Section 21 (g) of the Finance Act, 
1936 – see now Section 403 of the Income Tax 
Act, 1952. The House of Lords, however, upheld 
their decision on the merits and made short 
shift of the argument that Hood-Barrs v. СТЕ. 
(27 T.C. 385; 25 A.T.C. 375) was wrong. 


The relevant facts of the case were very simple | 


‘and are as follows: a father had given his infant 
children certain sums of money which had been 
paid into Post Office Savings Bank accounts in 
their names. Subsequently, he had purchased 
some 3 per cent Defence Bonds for them, but 
no distinction was drawn between the two types 
of gift. The question for, decision was whether 
the father was liable to sur-tax on the interest 
arising from these gifts under the provisions of 
Section 21 (1)/of the Finance Act, 1936 – now 
397 (1) of the 1952 Income Tax Act. This 
depended on whether the gift was a 'settlement' 
within the definition contained in subsection 
(9) (b) since, if it was, there was no disputing the 
fact that the income came by virtue or in conse- 
quence of the settlement or that the father was 
the settler. Subsection (9) (5) states that: 

‘settlement includes any disposition, trust, coven- 

ant, agreement, arrangement or transfer of assets' 
and in the Hood-Barrs case it had been held that 
the last phrase included a gift. It was this decision 
that it was sought to show was wrong. 

The argument for the taxpayer was that 
‘settlement’ was the dominant word of the defini- 
tion, and that transactions included in it must be 
of such a type as retained in some way or in some 
degree the characteristics of a settlement as 

‘ordinarily understood. This interpretation re- 
ceived some support from Chamberlain v. C.I.R. 
(25 T.C. 317; 21 A.T.C. 68: 22 A. T.C. 111), а 


case dealing with the meaning of a ‘settlement’ 
as defined in Section 41 (4) (b) of the Finance 
Act, 1938 – now Section 411 (2) of the 1952 
Act. In the Court of Appeal it was indeed 
argued that the effect of this case and of Lord 
Vestey’s Executors v. CIR. (31 Т.С. x; 28 
A.T.C. 89) was to overrule the Hood-Barrs case 
by implication. 

. The appellant also prayed in aid the striking 
words of Lorp SrMoNps in St Aubyn Estates Ltd 
v. Attorney-General ([1952] A.C. 15; зо A. T.C. 
193), used when discussing whether a subscrip- 
tion of shares amounted to a transfer of property 
to the company. 

*No one, he said, 'lawyer, business man or 
man in the street, was ever heard to use such 
language to describe such an act, and I decline to 
stretch the plain meaning of words in an Act of 
Parliament in order to comply with what is said 
to be its purpose.' 

In the House of Lords, reference was also 
made to certain decisions under the Bankruptcy 
Acts which were strongly in favour of the 
appellant. Section 42 (1) of the 1914 Act avoids 
certain settlements of property, and ‘settlement’ is 
defined as including ‘any conveyance or transfer 
of property’. In Re Player (15 Q.B.D. 682) 
(which was a decision on similar words in the 
1883 Act) it was held that a gift of money to a 
son to enable him to commence business was 
not a settlement, and in Re Vansittart ([1893] 
т О.В. x81) it was also said that a transaction 
must be ‘in the nature of a settlement’ to come 
within the section. ЊЕ: 

The House of Lords, however, held that there 
was no escape from the conclusion that Mr 
Thomas had made a transfer of assets in the 
ordinary meaning of that phrase when he made 
the gifts to his children. Cases under the 1938 
Act were different, because the phrase ‘transfer 
of assets’ does not occur in the definition in 
Section 41. 

The meaning of ‘settlement’ in this section has 
also been considered in Copeman v. Coleman 
(22 Т.С. 594; 18 A. T.C. 109), where it was held 
to include a case where a father caused a com- 
pany which he controlled to issue to his children 
shares on which only 5 per cent was called up 
and then to pay a large dividend on them. 
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Clause 19: Unremittable Overseas Profits 
EFORE a taxpayer can have his oversea 
B treated as unremittable and there- 
fore excluded from assessment under the 
clause, he must show that: 


(а) he is prevented from transferring it to the 
United Kingdom either by the local law of 
the territory or by local executive action of 
the Government or by the impossibility of 
obtaining foreign currency in the territory; 
and 


(b) there is no generally recognized market 
value in the United Kingdom for the 
currency in question. i 

The amount unremittable is to be determined 

at the official rate of exchange of the territory 
concerned. ~ 

When the Inland Revenue cease to be satisfied 

that the income is unremittable in this restricted 
sense, they may reopen the assessments, at any 
time within six years after the date when the 
income ceases, in their opinion, to be unremitt- 
able. 

The clause is retrospective to 1952-53 and its 

application is optional. Appeals under it are 
reserved to the Special Commissioners. 


Clause 20: Spreading Copyright Royalties etc. 
The Millard Tucker Committee concluded against 
the granting of further concessions to authors in 
respect of large amounts of royalties received 
within a short time after the first publication of a 
work. However, clause 20 extends the lump-sum 
spreading provisions of Section 471 of the Income 
Tax Act, 1952, to cover royalties receivable within 
two years after first publication. Claims must be 
made by April sth following the expiration of 
three years after first publication. 


Clause 21: Herd Basis 
Clause 21 implements the CHANCELLOR'S promise 
to give farmers a second opportunity to claim the 
herd basis where a substantial part of a produc- 
tion herd has been compulsorily slaughtered and 
compensation has been received. 


At present the election has to be made within | 


twelve months after the first year following 


1946-47 for which the farmer is, broadly speak- 
ing, assessable on the basis of his profit. He may 
have decided that the herd basis would not pay 
him but has subsequently had to slaughter the 
herd and include the whole of the compensation ` 
as a trading receipt. 

Under the clause he may elect for the herd 
basis within twelve months after the first assess- 
ment year which is based on the profit of a period 
‘in which the compensation is relevant’. The 
compensation is relevant in a period if it is (or 
would be but for the election) a trading receipt 
of that or an earlier period (sub-clause (4)). 

If the first assessment year referred to happens 
to be the second assessment year of a new business 
and the farmer has opted for the current year 
basis, the time limit for herd election is in effect 
extended by twelve months (sub-clause (3), 
proviso). 

The election under the clause has effect in 
general as from the assessment year referred to, 
but it extends to an earlier year if the compensa- 
tion enters into the computation of a loss in 
respect of which set-off relief, under Section 341 
of the Income Tax Act, 1952, is claimed for that 
earlier year. The election applies to all profits tax 
(and excess profits levy) chargeable accounting 
periods which do not fall wholly before the 
basis period for the first assessmént year. The 
election is irrevocable. 

Clause 21 is retrospective to 1951-52 and 
claims for 1951-52 and 1952-53 may be made at 
any time before April 6th, 1954, notwithstanding 
the time limit set out above. 


Clause 22: Loans and Remittances 

In his Budget the CHANCELLOR promised ‘to 
nullify a device whereby certain income arising 
abroad is applied abroad in repayment of loans 
enjoyed in the United Kingdom and so escapes 
the normal charge to United Kingdom tax’. In 
other words, the decisions in Hall о Marians 
([1933] 18 T.C. 148; 12 A. T.C. 374) and C.I.R. 
v. Gordon ([1952] A.C. 552; 31 A. T.C. 165) are 
to be reversed. 

Clause 22 (1) provides that where a person 
ordinarily resident in the United Kingdom 


applies foreign income abroad in satisfaction ofa 
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debt for money lent to him, he is deemed to 
receive it in the United Kingdom. The same 
applies to interest on the loan. However, the 
money must in general have already been lent in 


the United Kingdom or have been brought into- 


the United Kingdom after being lent, i.e. the 
two cases where tax has hitherto been avoided. 

On the other hand, where the borrowed money 
is brought into the United Kingdom after 
foreign income has been applied in paying off the 
debt, or part of it, the borrowed money itself is 
in effect treated as a remittance of income up to 
the amount of the income applied in paying off 
the debt (sub-clause (2)). 

Sub-clause (3) applies, inter alia, to money 
borrowed from a bank where the borrower also 
has an account in credit. Broadly speaking, 
income applied in swelling the credit balance 
will be treated as applied in repayment of the 
debt if the lender has power to set one off against 
the other, 

The new clause does not apply to foreign 
income applied in satisfaction of a debt for money 
lent before April 15th, 1953, or in satisfaction 
of a debt incurred after that date for the purpose 
of satisfying a debt incurred before it, unless the 
income is. so applied after April sth, 1954. Thus 
the taxpayer has a year in which to pay off exist- 
ing debts without incurring liability. 


Clause 23: Capital Allowances and Double Tax 
i ` Relief 


Clause 23 adopts a recommendation in the report 


of the first Millard Tucker Committee, which: 


reads as follows: 


‘where it is shown that relief for double taxation 
is inadequate for any year of assessment by reason 
of capital allowances being given on different bases 
in the United Kingdom and abroad, the owner of 
the business should be allowed to postpone the 
whole or part of any capital allowances to a subse- 
quent year’. 

A particular instance is initial allowance given 
on expenditure incurred in India. In that country, 
allowances are not given until the asset in ques- 
tion is brought into use, which in some cases 
may be years later. Thus in the earlier years 
there may be heavy Indian liability but smaller 
British liability, the positions being reversed 
later, and some double tax relief is lost. 

Clause 23 (which applies to all capital allow- 
ances for trades, professions, employments and 
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offices) permits the taxpayer to reduce the British 
allowance to the amount of the foreign allow- 
ance on the same asset and to carry forward the 
balance. It applies only to allowances computed 
for 1953-54 and subsequent years. Allowances 
carried forward from 1952-53 аге not affected. · 


Clause 24: Removal of Limit on Unilateral 
Relief 

'The First Report of the Royal Commission 
recommended that unilateral relief for double 
taxation be given in full instead of being re- 
stricted to three-quarters for Commonwealth 
countries and one-half for others. Clause 24 (1) 
carries out this recommendation. It applies to all 
income which falls to be assessed to income-tax 
for 1953-54 and subsequent years. Income which 
does not fall within an income-tax basis period 
is likewise affected for profits tax and excess 
profits levy purposes if it arises in a chargeable 
accounting period beginning at or after the end 
of March 1953. Where such income arose in a 
chargeable accounting period falling on either 
side of that date, the proportion for the broken 
period following that date is likewise within the 
clause. | 

Clause 24 (2) deals with unrelieved foreign 
tax. Hitherto, in the case of unilateral relief, it 
has been deductible for the profits tax purposes 
in the chargeable period following the period of 
claim. Now it is to be deductible from the period 
of claim, as in the case of treaty relief. 


Clause 25: Excess Profits Levy 

Clause. 25 (1) provides for the termination of 
excess profits levy on December 31st, 1953. A 
company having an accounting period over- 
lapping that date can claim apportionment on a 
non-time basis if it has sufficient accounts, as 
it can in the case of the standard and first charge- 
abls accounting periods under Section 45 (5) of 
the Finance Act, 1952 (see The Accountant, 
November 22nd, 1952, page 599). 

Some of the obscurity of paragraph 10 of 
the Ninth Schedule to that Act referred to in 
The Accountant, January 24th, 1953, at page 79, 
is removed by clause 25 (1) (b). Paragraph то 
provides for the spreading of expenditure and 
gives the impression that it is confined to spread- 
ing expenditure from inside to outside the excess 
profits levy period. However, clause 25 (1) (5) 


| 
| 
| 
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excludes from-the paragraph . expenditure .in- 
curred after 1954, thus inferring that the tax- 


payer can spread 1954 expenditure backwards ` 


into the chargeable period. 
Clause 25 (2) implements two promises made 


‘in the Budget speech. Hitherto the concession 


granted to an investment company by Section 52 
of the Finance Act, 1952, has been withheld 
from a member of a group unless all the other 
members are also investment companies. Now it 
will be sufficient if ‘substantially the whole of 
the functions of a single body corporate, which 
combined all the functions of the members of 
the group... consist in the holding of invest- 
ments’. 

The Section 56 allowance for increased output 
of minerals is, under the same sub-clause, to 
apply to all minerals. Both these concessions are 
retrospective to the beginning of the levy. 


Clause 26: Iron and Steel Companies 
Clause 26 is designed to facilitate the denationaliz- 
ation of iron and steel companies by relaxing 
subject to Treasury oversight, the provisions as 
to distributions for both profits tax and excess 
profits levy purposes, in favour of an iron and 
steel company which is wholly owned by the 
Realisation Agency. 


Clause 27: Scilly Isles 
Clause 27 brings the Isles of Scilly within the 
tax net by deeming them to have always ‘been 
part of the Income Tax Division of West Pen- 
with. However, the charge to tax is to operate 
only as from April 6th, 1954 (April rst, 1954, 
for profits tax). Taxpayers affected are to be 
charged’ on the basis that they were charged in 
previous years except that initial allowances are 
to be regarded as not being in force in those years. 


Clause 30: E.P.T. Post-war Refunds 
Under clause 30, undertakings given in return for 
excess profits tax post-war refunds are to cease 
to bave effect on the passing of the Act and no 
further undertakings are to be required, but 
without prejudice to any liability incurred for 
previous breach of an undertaking. However, 
where the business in question ceased before the 
commencement of the Act, liability to repay the 
refund is limited by sub-clause (6). 
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No sum is to be recoverable from the person 
who carried on the business if 
(а) during the period between the cessation 
of the business and the commencement of 
the Act there was another business in 
respect of which he could have given under- 
takings which would have excluded re- 
covery; | ` 
(b) he had not refused, before the commence- 
." ment of the Act, to give the undertaking; and 
(c) the advisory panel have not, before the 
commencement of the Act, reported that 
the sum has become due to the Crown. 
Sub-clause (4) extends the time-limit for 
charging income-tax on a post-war refund. 


Clause 28: Chattels accepted for Estate Duty 
Clause 28 implements the promise to accept 
chattels in payment of estate duty when it 
appears to the Treasury desirable for the chattels 
to remain associated with the building where 
they are ordinarily kept, and that building has 
also been accepted in the same way, or is an 
ancient monument or belongs to the Crown or a 
Government department or to the National Trust. 
Conveyances and transfers to the Inland Revenue 
in pursuance of the clause are to be free of stamp 
duty. 

Clause 29: Stamp Duty 

Clause 29 (1) exempts from stamp duty receipts, 
orders and bonds made for the purposes of 
savings committees and groups. Under clause 
29 (2) local authority stocks issued after 1952 
are to be exempted from the doubling of ad 
valorem duty imposed in 1947. 

The remainder of the Bill is devoted to customs 
and excise, purchase tax, and the National Debt. 

The second reading of the Bill was debated 
in the House of Commons on Thursday. We 
hope to review this debate next week. Probably 
the most controversial issue in the Bill is the 
unobtrusive provision in clause 10 (1) under 
which, while the standard rate for 1953-54 is to 
be reduced from gs 6d to gs, the sur-tax rates 
are to remain as fixed for 1951-52 when the 
standard rate was increased to gs 6d. Thus for 


. the first time since 1940-41 the maximum com- 


bined rate for income-tax and sur-tax is below 
195 6d in the £. This applies to income over 
£50,000. | 

(То be continued.) 
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PREFERENTIAL DEBTS IN BANKRUPTCY 
AND WINDING UP | 


by SPENCER G. MAURICE 


bankruptcy of an individual and the winding 

up of an insolvent company, the rules for the 
payment of preferential debts in the two forms 
of proceedings were in some important respects 
dissimilar until the coming into force of the 
Companies Act, 1947. That Act, by amending the 
Bankruptcy Act, 1914, in so far as it refers 
to the payment of preferential creditors, has 
furthered that assimilation between the law 
relating to bankruptcy and the law relating to 
winding up, upon the desirability of which 
Vaughan Williams, J., remarked in the case of 
In re Répertoire Opera Co ([1895] 2 Manson 
314). 

The purpose of this article is to set out the 
present rules in regard to preferential debts in 
bankruptcy and winding up. References to bank- 
ruptcy are to be taken to include the administra- 
tion of the estate of a deceased insolvent, where 
the rules as to preferential debts are the same, 
but the deceased's personal representatives take 
the place of the trustee in bankruptcy. 

"The debts to which preference is given are of 
several different categories, each of which re- 
quires separate consideration, but no one category 
takes preference over any other, so that if the 
assets are insufficient to meet all the preferential 
debts they will all abate pro rata (Bankruptcy 
Act, 1914, Section 33 (2); Companies Act, 1948, 
Section 319 (5) (а)). Moreover, they rank after 
the costs and expenses of the bankruptcy or 
winding up, as the case may be (Bankruptcy 
Act, 1914, Section 33 (3); Companies Act, 1948, 
Section 319 (6)). T'heir relationship to secured 
debts is discussed below. 


ЈЕ spite of the obvious similarity between the 


Assessed Taxes 

Priority is given in respect of assessed taxes 
assessed up to April 5th next before the ‘relevant 
date’, and not exceeding in the whole one year’s 
assessment (Bankruptcy Act, 1914, Section 33 (1) 
. (a); Companies Act, 1948, Section 319 (1) (a) (1)). 

Assessed taxes include income-tax and land tax, 
and, in the case of а company, profits tax and 
excess profits levy. The ‘relevant date’ means, 
in the case of bankruptcy, the date of the receiv- 
ing order or, if the Official Receiver was appointed 
as interim receiver, the date of his appointment: 


see the decision of Cave, J., in Ex parte Fox, 
In re Smith ([1886] 17 Q.B.D. 4). In the case of 
a deceased insolvent the 'relevant date' is the 
date of his death (Bankruptcy Act, 1914, Sec- 
tion 33 (5)). 

In the case of winding up, the 'relevant date’ . 
will normally be the date of the winding-up 
order; if, however, a provisional liquidator was 
appointed, the ‘relevant date’ is the date of his 
appointment (or first appointment), and if the 
compulsory winding up has superseded a volun- 

winding up, then the relevant date is the 
date of the resolution to wind up (Companies 
Act, 1948, Section 319 (8) (d)). 

In Gowers v. Walker ([1930] x Ch. 262) Eve, Ј., 

held that the assessment need not be made before 


the relevant date, so.that the Crown is not 


deprived of its right to prove merely because of 
delay in making the assessment. It is, moreover, 
to be observed that the Crown can choose for 
which year's taxes it will prove, so that, if taxes 
for more than óne year have been assessed but 
not paid, the Crown need not necessarily choose 
the last year's taxes, but may prove for those due 
in an earlier year, if to do so is more beneficial ` 
to its interests. 

Furthermore, it appears that the Crown is not 
bound to select the same year in respect of each. 
type of tax due, so that it may, for example, 
elect to prove for income-tax due in respect of 
one year and profits tax due in respect of another. 
(See the decision of the Court of Appeal in In re 
Pratt, Ex parte Inland Revenue Commissioners v. 
Phillips ([1951] Ch. 225).) 


Local Rates; Purchase Tax; P.A.Y.E. 
Deductions; Insurance Contributions 


"The preference given to local rates, purchase - 


tax, sums due on account of income-tax which 
the Income 'Tax Act, 1952, Section 157, requires 


'to be deducted from emoluments (P.A.Y.E. 


deductions), and insurance contributions is 
measured in terms of the twelve months before 
the relevant date. The provisions as to rates are 
to be found in the Bankruptcy Act, 1914, Section 
33 (1) (a), and the Companies Act, 1948, Section 
319 (1) (а) (1); as to purchase tax, in the Finance 
Act, 1942, Section 20 (1) and the Companies Act, 
1948, Section 319 (1) (a) (iii); as to P.A.Y.E. 
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deductions, in the Finance Act, 1952, Section 30 
(1), (2), (4); as to insurance contributions, in the 
Bankruptcy Act, 1914, Section 33 (1) (f) (added to 
by the National Insurance (Industrial Injuries) 
Act, 1946, Section 71 (2), the National Health 
Insurance Act, 1946, Section 55 (2)), and the 
Companies Act, 1948, Section 319 (1) (e). 

The prsvisions as to insurance contributions 
have no application in the case of a company 
which is being wound up voluntarily merely 
for the purposes of reconstruction or of amalga- 
mation with another company (Companies Act, 
1948, Section 319 (1) (e)). 

The words ‘local rates’ have a wide meaning, 
which is in no way restricted in bankruptcy by 
the fact that the words used in the Bankruptcy 
Act, 1914, Section 33 (1) (a), are ‘all «parochial 
or other local rates’: see the decision of the 
Divisional Court in In re Ellwood ([1927] 1 Ch. 
455) and also the decision of Kekewich, J., in 
In re Mannesmann Tube Co Lid; Von Siemens v. 
Mannesmann Tube Co Lid ([1901] 2 Ch. 93). 
In In re Thomas, ex parte Ystradfodwg Local 
Board ([1887] 4 Mor. 295) Cave, J., held that a 
rate payable in advance, but already due at the 
date of the receiving order, was a preferential 
debt, while in In re Kershaw, Leese & Co v. 
Stockport Overseers ([1923] 2 K.B. 129) Greer, J., 
held that an amended rate is payable when it is 
amended, and not before. In In re Lamplugh Iron 
Ore Co Ltd ([1927] 1 Ch. 308) Eve, J., held that 
а director who paid rates under a guarantee was 
entitled under the Mercantile Law Amendment 
Act, 1856, Section 5, to be subrogated to the 
local authority so as to clatm preferential payment. 


Wages and Salaries 

In the case of the wages or salaries of clerks and 
servants and the wages of workmen and labourers, 
a difference which formerly existed between the 
law of bankruptcy and the law of companies was 
removed by the Companies Act, 1947, so that 
in all cases preference is now given to wages and 
salaries earned during the four months next 
before the relevant date, subject to a maximum 
of £200 in the case of any one claimant, except 
that a labourer in husbandry who has entered 
into a contract for the payment of a portion of his 
wages in a lump sum at the end of the year of 
hiring has priority in respect of the whole of 
such sum, or a part thereof, as the Court decides 
to be due under the contract, proportionate to 
the time of service up to the relevant date. 

Any remuneration in respect of a period of 
holiday or of absence from work through sickness 
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or other good cause is to be deemed to be wages 
in respect of services rendered during the period, 
and references to remuneration in respect of a 
period of holiday include any sums which, if 
they had been paid, would have been treated for 
the purposes of the National Insurance Act, 
1946, as remuneration in respect of that pd 
(Bankruptcy Act, 1914, Section 33 (1) (b) as 
amended by the Companies Act, 1947, Section 
115 (1), applying Section 91 of the same Act; 
Companies Act, 1948, Section 319 (1) (5), (2), 
(8) (а), (2). 

The rule in the case ofi à clerk or servant is the 
same whether or not the wages or salary have 
been earned wholly or in part by way of com- 
mission, and in the case of a workman or labourer 
whether the wages are payable for time- or piece- 
work. (Bankruptcy Act, 1914, Section 33 (1) (c); 
Bankruptcy (Amendment) Act, 1926, Section 2; 
Companies Act, 1948, Section 319 (1) (5).) 


Who is a Clerk or Servant ? 
It was at one time the view that a person in 
occasional employment was not a clerk or servant, 
or labourer or workman, within the meaning of 


the Bankruptcy and Companies Acts, but the 


provision that a claim may be made in respect of 
piece-work suggests that the fact that services 
are performed for more than one master will not 
of itself be fatal to a claim to be treated as a pre-. 
ferred creditor; certainly such a claim was 
allowed in In re G. H. Morison & Co Ltd ([1912] 
106 L.T. 731), where a claimant was under con- 
tract to work for specified hours three days a 


. week and, the rest of his time being his own, had 


another regular engagement with another person. 

The test of whether or not a person is a servant 
is, it seems, whether or not his employer can 
direct the manner in which his services are per- 
formed: see In re Ashley & Smith Ltd, Ashley v. 
The Company ([1918] 2 Ch. 378). A director or 
managing director will not normally be a servant: 
see In re Newspaper Proprietary Syndicate Ltd, 
Hophinson v. Newspaper Proprietary Syndicate 
Ltd ([1900] 2 Ch. 349) but cf. In re Beeton & Co 
Ltd ([1913] 2 Ch. 279). The secretary of a com- 
pany, likewise, may or may not be a servant: see 


Cairney v. Back ([1906] 2 К.В. 746). 


Compensation for Failure to Reinstate; 
Accrued Holiday Remuneration 
Any sum ordered under the Reinstatement in 
Civil Employment Act, 1944, to be paid by way 
of compensation has priority provided that the 


_ default by reason of which the order for compen- 
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sation was made occurred before. the relevant 
date; it is irrelevant whether or not the order 
was made before that date. Again, however, 
there is the limit of amount of £200 in the case of 
each claimant. (Bankruptcy Act, 1914, Section 
33 (1), as amended by the Companies Act, 1947, 
Section 115 (1) applying Section 91 of the same 
. Act; Companies Act, 1948, Section 319 (1) (с), (2).) 
- There must also.be paid in priority all accrued 
holiday remuneration becoming payable to any 
clerk, servant, workman or labourer (or in the 
case of his death to any other person in his right) 
on the termination of ‘his employment before or 
by the effect of the receiving order, or, as the 
case may be, the winding-up order or resolution. 

The expression ‘accrued holiday remuneration’ 
is defined as including, in relation to any person, 
all sums which, by virtue either of his contract of 
employment, or of any enactment (including any 
order'made or direction given under any Act), 
are payable on account of the remuneration 
which would, in the ordinary course, have become 
payable to him in respect of a period of holiday 
had his employment continued until he became 
entitled to be allowed the holiday. Here again 
references to remuneration in respect of a 
period of holiday include any sums which, if 
they had been paid, would have been treated for 
the purposes of the National Insurance Act, 
1946, as remuneration in respect of that period. 
(Bankruptcy Act, 1914, Section 33 (1), as 
amended by the Companies Act, 1947, Section 
115 (1) applying Section 9x of the same Act; 
Companies Act, 1948, Section 319 (1) (4), 
(8) (0).) 

Workmen's Compensation 

АП amounts due in respect of any compensation 


ог liability for compensation under the Work-- 


men's Compensation Act, 1925, which accrued 
before the relevant date in satisfaction of a right 
arising in respect of employment before July 


5th, 1948, must be paid in priority, unless the | 


bankrupt or the company has, at the relevant 
date, under such a contract with insurers as is 
mentioned in Section 7 (1) of the Act, rights 
capable of being transferred to and vesting in the 
workman. 

Priority is also given to the amount of any 
debt which, by virtue of the Workmen’s Com- 
pensation (Coal Mines) Act, 1934, Section 3 (5), 
is due to an insurer in respect of a liability in 
respect of the satisfaction of such rights. Where 
any compensation under the Workmen's Com- 
pensation Act, 1925, is a weekly payment, the 
amount due in respect of it is to be taken to be 
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the:amount of the lump sum for which the 
weekly payment could, if redeemable, ђе re: 
deemed if the employer made an application for 
that purpose under the Act. (Workmen's Com- 
pensation Act, 1925, Séction 7 (3); Companies 
Act, 1948, Section 319 (1) (f), (g), (3).) These 
provisions have no application in the case of.a 
company which is being wound up voluntarily 
merely for the purposes of reconstruction or of 
amalgamation with another company. (Com- 
panies Act, 1948, Section 319 (1) (f).) 

Since the system of payments under the 
Workmen's Compensation Act has now been 
replaced by the scheme of payments under the 
National Insurance (Industrial Injuries) Act, 
1946, the number of preferred debts on account 
of workmen’s compensation must, in the nature 
of things, become progressively smaller. But the 
repeal of the Workmen’s Compensation Act did 
not affect the liability of employers to make pay- 
ments where the right to compensation arose 
before the repeal of the Act. 


Subrogation of Persons Advancing Money 


The preference given to clerks, servants, work- 
men and labourers is, in the case of companies, 
extended to those advancing money for the pay- 
ment of wages or salaries and accrued holiday 
remuneration. Where money has been advanced 
for such a purpose the person by whom the 
money was advanced has a right of priority in 
respect thereof up to the amount by which the 
sum in respect of which the clerk or any other 
employee would have been entitled to priority 
has been diminished by reason of payments 
having been made; that is to say, the person 
making the advance is subrogated to the person 
to whom the money advanced is paid. (Companies 
Act, 1948, Séction 319 (4).) Apart from this 
provision a surety who pays a preferential debt 
is; by virtue of the Mercantile Law Amendment 
Act, 1856, entitled to be subrogated to the 
preferential creditor. (See In re Lamplugh Iron 
Ore Co Ltd, supra.) 

In In re Primrose (Builders) Ltd ([1950] Ch. 
561) Wynn-Parry, J., pointed out that a person 
seeking to rank, by subrogation, as a preferential 
creditor was not obliged to show that the money 
which he had advanced was so advanced pur- 
suant to any aggreement or arrangement, nor, 
in his lordship’s opinion, was such a person 
bound to assert and prove that his aim in so 
advancing such money was with a view to becom- 
ing a preferential creditor. If he satisfied the 
statutory provisions then, as a matter of law, the 
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result would be that he achieved the priority 
which those provisions gave. 


Limits of Subrogation 

The extent to which a person can claim to be 
subrogated to a preferential creditor is, of course, 
limited by the extent to which that creditor can 
claim priority in respect of his debt. Moreover, 
the question whether there is a current account 
between the debtor and the person making the 
advance so that the rule in Clayton’s case ((1816), 
1 Mer. 572, 608) applies, may have to be con- 
sidered. In In re Primrose (Builders) Ltd, advances 
for the payment of wages were made by a bank, 
and the bank was only able to claim to be sub- 
rogated becauge it was able to show that the 
arrangement between it and the debtor company 
did not exclude the rule in Clayton’s case. 
Accordingly it could not be said against the 
bank that the advances: which the bank: had 
made had been repaid by sums later paid by the 
company into its account, so as to leave out- 
standing an already existing overdraft in respect 
of which no subrogation could be claimed. 


Priority over Secured Creditors 

In so far as the assets of a company available in 
the winding up for the payment of general 
creditors are insufficient to meet the preferred 
debts, those debts have priority over the claims 
of holders of debentures under any floating 
charge created by the company, and they must 
be paid accordingly out of the property com- 
prised in or subject to that charge. (Companies 
Act, 1948, Section 319 (5) (b).) Moreover, such 
debts equally have priority when the company is 
not being wound up, but either a receiver is 
appointed on behalf of debenture-holders, or 
possession is taken by or on behalf of those 
debenture-holders of any property comprised in 
or subject to the charge, in which cases the 
preferential debts are to be paid out of any 
assets coming to the hands of the receiver or 
other person taking possession before anything 
is paid to the debenture-holders in respect of 
either principal or interest. (Companies Act, 
1948, Section 94 (1); Finance Act, 1952, Sec- 
tion 3o (3).) 

Тће 'relevant date' is in this case the date of 
the appointment of the receiver or of possession 
being taken by or on behalf of the debenture- 

holders. (Companies Act, 1948, Section 94 (3).) 
' Accrued holiday remuneration has priority if 
it became payable on the termination of employ- 
ment before or by the effect of the appointment 
of the receiver or the taking of possession of the 
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assets. (Companies Act, 1948, Section 94 (2).) 

It was held by Tomlin, J., in In re Glyncorrwg 
Colliery- Co; Railway Debenture and General 
Trust Co v. The Company ([1926] Ch. 951) that 
the costs and expenses of the receiver must come 
before the preferential creditors; and in Im re 
Lewis Merthyr Consolidated Collieries; Lloyds 
Bank v. The Company ([1929] 1 Ch. 498) the 
Court of Appeal held: that the preferential pay- 
ments had no priority over property comprised 
in a fixed charge, even though the debentures 
contained also a floating charge. 

In In re Griffin Hotel Co Ltd; Joshua Tetley & 
Son Ltd v. The Company ([x941] Ch. 129), 
where a receiver was appointed of part of the 
property of the company which was comprised 
in a floating charge, and subsequently debts 
were incurred in connection with other property 
of the company, Bennett, J., held that those 
debts could not rank as preferential debts against 
the property in the hands of the receiver, because 
his appointment had had the effect of SE 
the floating charge. 


Position of a Landlord 

А. landlord is in a somewhat curious position. 
His right to distrain does not make him a secured 
creditor in a bankruptcy or winding up, and the 
proceeds of any distraint within three months of 
the relevant date are subject to a first charge in 
favour of the preferential creditors. In so far, 
however, as the proceeds of the distress are 
taken for the payment ог preferential creditors, · 
the landlord is subrogated to them, so as himself 
to become a preferential creditor. (Bankruptcy 
Act, 1914, Section 33 (4); Companies Act, 1948, 
Section 319 (7).) 

After a receiving order has been made in 
bankruptcy proceedings, a landlord's right to 
distraii is limited to six months' rent accrued 
due before the receiving order, and as regards 
any further rent due he is in the same position as 
any ordinary unsecured creditor, and can merely 
prove in the bankruptcy: (Bankruptcy Act, 1914, 
Section 35.) 

. In conclusion it may be observed that where 
a trustee in bankruptcy: or a liquidator remains in 
possession of premises the landlord is entitled 
to distrain for rent which accrues after the 
adjudication or the beginning of the winding up; 
as the case may be, Furthermore, the proviso to 
Rule 99 of the Winding-up Rules, 1949, expressly ` 
preserves the landlord's right to claim rent from 
the company or the liquidator for such period. 
as the company or the liquidator remains in 
possession of premises during.a winding up. 


: 
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THE DERATING DILEMMA 


by R. У. MOON, B.Litt., A.C.A. 


HE sharp increases in rate poundages 

recently announced by so many local 

authorities for their financial year 1953-54, 
and the difficult problems of financing rising 
expenditure in future years, may well be the 
prelude to a campaign for the withdrawal of the 
"derating' relief granted to industrial and agricul- 
tural property in the past coupled with a revision 
of the basis upon which the Exchequer equaliza- 
tion grant is calculated. 

The application of derating has been spread 
over such a long period of years that the original 
purpose of the relief has been lost to some extent 
in the passage of time. 

The gradual process of derating and thé 
саборы under which it was granted may, how- 
ever, be judged from the following table: · 


Year Enactment Measure of Relief 
1896 Agricultural Rates 50 per cent on agricul- 
| Act. tural land. . 


Do. 50 per cent of remainder 


on agricultural land. ` 
оо per cent on agricul- 
tural buildings (ex- 
cept farm-houses and 
cottages). 
. 1929 me Government (1) Remaining 25 per 
cent on agricultural 
land, and 
(2) 75 per cent on ‘in- 
dustrial heredita- 
ments’, 


The final result is that agriculture pays no 
rates except on farm-houses and cottages, and 
industrial premises pay only upon one-quarter 
of their actual rating valuation. 


1923 


1925 Rating and Valua- 
: . tion Act. 


Agriculture 


It is not always realized just how leniently agricul- 
ture has been treated from the rating point of 
view, due almost entirely to frequent spells of 
depression in the industry. For instance, the 
original relief granted in the 1896 Budget was 
introduced in response to appeals for assistance 
from the farming community as a result of the 
depression of prices coupled with the series of 
bad harvests stretching buck to the 1870s; the 
consequent reduction in rate revenue being made 
good to the local authorities from the Exchequer. 

Similarly, the other series of reliefs coincided 


| 


with the sudden and continuing fall in prices of 
farm produce soon after the First World War. - 


Manufacturing Industry 
The relief first granted to manufacturing industry 
in 1929 was also intended to mitigate the effects 
of the world-wide trade depression upon industry 
in this country and the acute unemployment 
problem which emerged as a result. 

This latter danger – the possibility that manu- 
facturers might move their plant and works out- 
right to lower-rated areas and so leave extensive 
pools of unemployment behind them – was one 
of the main factors which led to the derating of 
‘industrial hereditaments’. 

In those days the producer was less likely to . 
count the cost to the community of the unemploy- 
ment which he left behind him than would be the 
case now in any event, planning permission 
would now be difficult to obtain in such circum- 
stances. Аз a result of this measure, industry 
could no longer complain of the heavy burden of 
fixed overheads placed upon them through local 
rates. Once again the local authorities were com- 
pensated via the Exchequer for the loss of rate 
revenue as it existed on October 1st, 1929, though 
in the case of losses thereafter (either greater or 
less) the advantage or disadvantage was with the 
remaining ratepayers in the particular localities. 

Needless to say, experience in the intervening 
years leads to the conclusion that it has almost 
always been a serious disadvantage to other 


· ratepayers, including business premises like shops 


and offices. Despite the compensatory grant 
given by the Exchequer, rate poundages have 
risen quite sharply since 1929 in places where 
factory premises form a considerable proportion 
of the total rateable value. In such areas, there- ` 
fore, a heavy extra cost has been thrust upon the 
overhead expenses of other business premises 
which remained fully rated. Thus it may be 
argued that the benefits attributable to de- 
rating from the industrial side меге partly 
obtained at the expense of certain local trades and 
enterprises. 
Effect of Equalization Grant 

Even so, these faults might have been accepted 
as minor defects in the system, but for the intro- 
duction of the Local Government Act, 1948, 
which abolished the old 'block' grant system 
and substituted the Exchequer equalization grant · 
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based on a somewhat different formula from its 
predecessor. The equalization grant was clearly 
quite different from the ‘block’ grant because 
entitlement depended entirely on rateable value. 
The immediate impact on some local authorities 
was profound, because they soon discovered that 
they were not entitled to receive any equalization 
grant whatsoever. At the moment, for instance, 
eight county councils and twenty-seven county 
borough councils do not qualify for any equaliza- 
tion grant, so that in these circumstances loss 
of rate revenue directly attributable to the earlier 
derating of industrial and agricultural premises 
is no longer reimbursed and has to be borne 
accordingly by the other ratepayers in those areas. 


The Incidence of Local Rates 
Local rates, from the industrial point of view, 
certainly do constitute a fixed overhead expense 
payable irrespective of trading profits or losses 
and therefore enter into the costs of production 


to be recovered ultimately in the selling price of: 


the product. If, then, derating is abolished, 
manufacturers will be faced with the prospect of 
either charging higher prices (whether in home 


or export markets) to cover the increased rate. 


charge, or of transferring their activities to 
lower-rated districts elsewhere. 

In the case of the marginal firm, too, increased 
rates might well have the effect of forcing it out 
of business altogether. At the same time, one 
must bear in mind that rates are treated as an 
allowable expense for taxation purposes. Conse- 
quently, any increase in local taxation in the first 
instance only serves to reduce the level of profits 
subjected to national taxation in the second 
instance. In short, whatever gain is made by 
local authority revenue can only be obtained 
mainly at the expense of the Exchequer. 


Rating Capacity : 
On the other hand, both agriculture and in- 
dustry obtain as much benefit from local govern- 
ment services as any other ratepayer, viz. upkeep 
of roads for quick transport of farming produce 
to market, or sewerage, street lighting, housing 
and education in the case of factories and their 
employees. In fact, a major part of the increase 
in local rates can often be traced directly to local 
industrialization, apart from other factors. On 
these grounds alone, therefore, there seems no 
good reason for granting discriminatory relief 
from rates. In any event, if it is in the national 
interest to subsidize agriculture and industry in 
general then the subsidy should be awarded 
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.openly; not concealed through local revenues. 


Furthermore, from the point of view of equity, 


the subsidy should surely fall on the whole body 


of taxpayers and not just on those unfortunate 
localities where industrial premises or agricul- 
tural land happen to be located. 

Again, it may be argued that the rateable value 
of a factory or farm misrepresents its capacity to 
pay rates. Indeed, there may be some substance 
in this view, because rates clearly constitute a 
heavier burden on the constructional or heavy 
industries than on light industry, in the sense 
that heavy industries need to occupy extensive 
and hence highly rated premises in relation to 
the value of their output. А similar argument 
could also be advanced in regard to agriculture, 
since farms usually occupy a considerable acreage 
compared with, say, the value of the crops 
harvested. 


Conclusions 


First, it is evident that the original purpose of de- 
rating was to grant relief in order to alleviate the 
effects of past trade depressions at various times; 
a condition of trade that would be very difficult 
to substantiate in these days. Thus the primary 
aim of derating has long since lapsed merely 
through changed conditions of trade. 

Secondly, it is wrong in principle to subsidize 
agriculture or industry on a local basis and so 
pass the burden on to the particular areas in a 
haphazard way. Financial aid, instituted as a 
deliberate measure of national policy, should be 
dealt with strictly at the Exchequer level. 

Thirdly, if agriculture and manufacturing in- 
dustry are fully rated, their fixed costs of pro- 
duction are bound to increase. Yet the extra cost 
due to the abolition of derating is estimated 
to be of the order of £50 million per annum, 
a sum which would, in any case, be allowed 
as an expense for income-tax and profits tax. 
Recognition must be given, however, to some 
uneven features present in full valuation, especi- 
ally in agriculture and the heavy industries 
where larger areas or premises have to be 
occupied than is customary in other fields of 
production or trade. Here, valuation for rating 
may well be an indifferent index of capacity 
to pay so far as industry, trade or offices are 
concerned. | 

Fourthly, in the absence of central revaluation 
—postponed until 1956 — the present burden of 
rate poundages does tend to shift from industry to 
fully rated property, for which no special reason 
can be adduced, for the equalization grant and 
the projected revaluation were interdependent. 
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HAS THE 1948 COMPANIES ACT 
HELPED INVESTORS? 


by HAROLD E. WINCOTT 


F I may be allowed to be a little indiscreet at the 
Г of this talk, we had some difficulty, 

when we were fixing it up, in deciding on its 
title. A title to a talk must – or at least so I am told – 
give some idea of what the contents of the talk will 
comprise. At the same time, it must be titillating; it 
must not tell too much. We thought, after much 
deliberation, that we had found quite a good title. 

But when I came to prepare this talk, I soon dis- 
covered that the seemingly simple question upon 
which we eventually decided – ‘Has the 1948 Com- 
panies Act helped investors?'- is by no means as 
easy to answer as you might think. What do we mean 
when we talk of ‘helping’ investors? Do we just 
mean the provision of more information on which 
they can base their judgments? Or do we mean help- 
ing to advance their material interests as property- 
owners? 

If it is the latter definition that we have in mind, 
I am afraid I develop into a schizophrenic when 1 
‘contemplate the 1948 Companies Act. It is written 
in the Book of Ecclesiastes: ‘He that increaseth 
knowledge increaseth sorrow.’ It might be a good 
idea if the next Government commission which is 
appointed to inquire into the advisability of revising 
the Companies Act -such a Commission is about 
due in 1968, if precedent is any guide — had that 
text framed and hung permanently in the room in 
which it sits. 

Я Company Taxation 

For I have little doubt in my own mind that the 
1948 Companies’ Act and its provisions constitute 
one reason why company taxation today is approxi- 
mately three times as high as it was before the war. 
Of course, there are other reasons. This august 
Institute — if you will promise me safe conduct out 
of its НШ – comes, I think, fairly ue up in the list. 

You see, company accounts include, as you know, 
what is called the profit and loss account. Now if 
that account always showed a loss, we might as a 
nation be completely bankrupt but large sections of 
our population would be very happy. For it is widely 
held in modern Britain that profits are a Bad Thing 
which ought to be suppressed. 

And, of course, the 1948 Act, so far from suppress- 
ing information about profits, actually increased it. 
Holding companies which had for years said no 
more than that all the subsidiaries but one had 
traded at a profit, and that the loss made by the one 
had been fully provided for, suddenly found that 
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they had to issue consolidated accounts which gave 
details of the total profits of the group. 

Anatole France tells us, in Penguin Island, that 
there was no trouble among the penguins so long as 
they all went unclothed. 'T'he trouble started one day 
when one of the female penguins began covering 
things up. In the company world in modern Britain, 
it is possible to argue that the reverse process has 
been in train. The strip-tease Act of 1948 often 
disclosed such bulging figures that even if the 
Chancellor of the Exchequer of those days didn’t 
want to increase company taxation — of which there 
is little evidence – his followers and supporters soon 
made it clear they would neither follow nor support 
if he didn’t. 


Before the 1948 Companies Act 


These somewhat melancholy reflections of mine – 
I will not call them conclusions — have come, I ask 
you to believe, as a great shock to me. You see, for 
years before the 1948 Companies Act; I had been 
campaigning vigorously for the maximum disclosure 
in company accounts. I had dealt brusquely with 
those company directors - and even accountants — 
who argued that the 1928 Act was quite good enough, 
thank you. I described them as obscurantists, hide- 
bound conservatives and so on. 

More, I pointed out that in the United States of, 
America, where disclosure in company accounts 
went — and goes — much'further than it does in this 
country, industry seemed to be more competitive 
and more productive than British industry, to the 
inestimable benefit of the American public, and, so 
far as I could judge, to no serious detriment to 
American companies. 

Of course, I made a serious error of judgment. 
I overlooked the fact that whereas both Democrats 
and Republicans in the United States were and are 
still old-fashioned enough to believe in competitive 
capitalism, any such belief in this country was sunk 
without trace in the great depression of the early 
19305. Today, our great political parties vie with 
each other as to which can give capitalism the hardest 
knock. At least, they have done hitherto. I hope I 
may be able to soften that harsh verdict on April 15th. 

For these reasons one must, as I remarked at the 
beginning of this talk, have certain reservations as to 
the extent to which and the manner in which the 
1948 Companies Act has helped investors. I would 
not deny, however, that even within these general 
reservations, some particular shareholders have 
benefited materially as the result of the provisions 
of the new Act. 


There is one public company I know of; before 
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the 1948 Act required it to issue consolidated 
accounts, its shareholders were under the impression 
that the net assets of the business, as shown in the 
parent’s accounts, amounted to a little over £3 
million. The next accounts, being those of the group 
as a whole, showed net assets ot over {11 million. 
Shareholders thought the asset value of the equity 
was £3 3s 6d а share. They discovered that in fact 
it was [13 25 6d.a share. 

Since 1948 these shareholders have received a 
capital bonus, or a scrip issue as I prefer to call it, of 
100 per cent in preference shares, and two further 
capital bonuses, in ordinary shares, of just over 
7 per cent each. In 1947 they received a dividend of 
22$ per cent out of disclosed earnings of 49 per 
cent. The first consolidated accounts showed earnings 
on the ordinary capital of 240 per cent. Last year 
the company earned 2go per cent and paid a dividend 
of 30 per cent on a nominal capital increased, of 
course, by the two capital bonuses in ordinary shares 
to which I have referred. 

In 1947 the highest price touched by these ordinary 
shares was just under £7. Today the equivalent is 

about £12, in addition to which ordinary share- 
holders have received one 4 per cent preference for 
each ordinary share they held. 

Now this, I agree, is an exceptional case. But it 
does show that the 1948 Companies Act has helped 
some investors, in a material sense, in a big way. 
And we can find many other examples, albeit less 
spectacular, where the provisions of the new Act 
meant that for the first time shareholders obtained 
some true appreciation of the real worth of their 
investment. Moreover, it is difficult to avoid the 
conclusion that the disclosure of the true strength of 
a company’s position, where that true strength is 
much greater than most people had suspected to be 
the case, does force the directors of the company to 
follow a more liberal dividend policy and does cause 
the Stock Exchange valuation of the company’s 
shares to move into better relationship with the facts 
of the case. | 

This, I would contend very emphatically, is not 
only good for investors but is good for the economy 
as a whole. We always heard the objection to the 
proposals of the Cohen Committee on Company 
Law Amendment, the proposals that were to a very 
large extent subsequently embodied in the new 
Companies Act, that the additional ‘information 
required would be of value to a company’s com- 
petitors and hence inimical to the company providing 
the additional information. 


The Broadest View - 


If the contention is true, it doesn’t worry me. 
Taking the broadest view, if one company is operating 
very profitably, if, to be colloquial, it is on to a 
Good Thing, I am all in favour of its profitability 
being fully publicized. Because then the attention of 
other people will be drawn to this very profitable 
business and we shall get competition, and lower 
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prices and increased efficiency. I am very concerned 
to. see that the investor рејв а square deal. But Е 
certainly don't want him to get his square deal at 
the expense of the rest of thé community, through 
abusing and hiding up a position of monopoly.  . 
So far, then, we have answered our question ~ 
"Has the 1948 "Companies Act helped investors? – 
in two ways. We have ventured the opinion that the 
greater amount of information which it enforces has 
probably militated against the interests of investors 
in general because of the widespread misunder- 
standing in political and other circles today about 
the nature and extent of profits. Secondly, we have 
established that the new Act has definitely helped a 
limited number of investors in the material sense. 
Now, what about the question - Has the new Act 
helped investors in general to a better understanding 
of the position of the companies in which they 
invest, regardless of any political consequences of the 
Act? This is not an easy question to answer, for it is 
not easy to generalize about investors. It has certainly, 
I would say, helped the expert investor, the trained 
analyst of company accounts. It.has certainly helped 
people in my profession, many of whom spend all 
their working time studying and interpreting com- 
pany accounts. 
= To the extent that these specialists, the skilled 
stockbroker, the investment analyst, the financial 
journalist, can disseminate the results of their work 
to the general investing public, then that general 
public has been helped by the new Act. It would be 
other-worldly, however, to pretend that more than a 
ininority of the investing public can really understand 
and interpret company. accounts. Particularly is this 
so in the case of the very large company, operating all 
over the world and in many different industries, 
whose accounts are inevitably very complicated, being 
garnished sometimes with pages of footnotes. 


Case for a ‘Child’s Guide’ 


I am not criticizing this wealth of information. Far 
from it. But I think there is a case, when accounts are 
as complicated as they sometimes are, for the pro- 
vision of a ‘child’s guide’ to accompany them. This 
‘child’s guide’ would set out in the simplest possible 
form, preferably diagrammatically, the highlights of 
the year’s operations. There is, of course, the danger 
that this ‘child’s guide’ might be ‘coloured’ by a 
board of directors, with certain unfavourable features 
of the accounts perhaps glossed over. 

I cannot feel, however, that this danger ranks very 
high today. The directors of the type of company I 
have in mind are most responsible -and public- 
spirited men, and it is to my mind inconceivable that 
the 'child's guide' issued by such men should in any 
way mislead. In the very unlikely event that it did, 
then I think we have a sufficient body of informed 
and expert opinion, in your profession and in mine, 
to mention but two, which would very soon draw 
public and official оров, towards the colouring 
or glossing over. 
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In this connection I think we have a great deal to 
learn from our friends in the United States. There, 
as I have already mentioned, the statutory standards 
of disclosure required are even higher than ours. 
There they have met the need to cater for the non- 
expert investor by a much more imaginative approach 
to the problem of elucidating their companies’ 
accounts, . 

Moreover, in doing so, they have not only had the 
investor in mind. Many companies in the United 
States see that at least the 'child's guide’ to the 
accounts reaches every worker in the mcn and 
that that 'child's guide' is so drawn up to make it 
easy for the workers to get the profits, dividends and 
capital needs of the business in perspective. I cannot 
help feeling that the difference in climate and attitude 
towards capitalism and risk-taking in the United 
States and this country owes something to this prac- 
tice. In so far as the accountancy profession often 
acts as adviser and mentor to the company world, 
I think you have a real role to play here in seeing 
that the greatly increased volume of information 
required by the new Companies Act is presented in 
easily assimilable form. | 

Now for some specific comments on the way in 
which the 1948 Act has worked out in practice ~ as 
seen from the viewpoirt of the financial journalist. 
It seemed to us, in the early years of the new Act’s 
operation, that there was a danger that companies 
and their accountants were taking too slavish a view 
of the requirements in particular of the Eighth 
Schedule to the Act. There is, it is true, unlimited 
scope for argument in the phrase ‘true and fair view’ 
of a company’s profit. But it seemed to us, when we 
found companies enumerating special credits in a 
profit and loss account but losing special debits in an 
omnibus tax provision, that the spirit of the new Act 
was getting lost too. Fortunately, so far as we can 
observe, these earlier problems of interpretation now 
seem to have been overcome – апі by the right 
method. 

Exemption Clauses 


Next, I would like to comment on some of the 
‘exemption clauses’ which the new Act provides. 
Shipping companies, banks and insurance and mining 
finance all benefit from these clauses. J am by no 
means satisfied in my own mind that this exemption 
is always justified, although X believe I am right 
in saying, so far as shipping companies are con- 
cerned, that official circles are fully convinced that 
such companies should not have to face the degree 
of disclosure imposed on other companies. 

This official caution, I believe, has its genesis in 
the inter-war experiences of the British shipping 
industry. At times, that industry was virtually down 
and out. It was never given the coup de gráce by its 
foreign competitors – or so the official thesis runs — 
because it lived on the fat it had accumulated pre- 
viously. But had it been forced to disclose, year by 
year, exactly how bad its current trading experience 
was, then its foreign competitors, subsidized by their 


THE ACCOUNTANT 


May 9th, 1953 


governments, would have pressed their competition 
so hard that the British shipping industry really 
would have foundered. А 

Well, of course, national considerations such as 
these must be given full consideration. But does the 
real threat to the British shipping industry today 
come from foreign competition, or from our own 
taxation policies which may prevent the companies 
from maintaining, let alone expanding, their fleets? 
And if it be true that the direction from which the 
threat to British shipping comes has changed com- 
pletely since the inter-war years, do the exemption 
provisions of the new Act serve any really useful 
purpose? We can be quite certain of one thing. These 
exemptions make it quite impossible for investors 
in some shipping companies to tell with any degree of 
accuracy how their companies are faring. I could 
produce chapter and verse to prove that some share- 
holders in shipping companies are quite unable to 
tell what their company owns, what it owes, or what 
it earns. Did Parliament, in its wisdom, really mean 
to go so far in obscurantism? 

Neither am I convinced that it is really necessary 
for our banks, insurance and mining finance com- 
panies to be so secretive in their annual accounting ` 
to shareholders. I know that in the first two of these 
categories at least the company stands in a fiduciary 
relationship to depositors or policy-holders, quite 
apart from its responsibilities to shareholders. But 
we would do well to remember that American banks 
at least provide much more information in their 
annual accounts than ours до. And во far as I am 
aware, they have not suffered thereby. Moreover, in 
the course of 1952, four out of five of our Big Five 
banks departed. from their customary practice of - 
writing down the value of their investments to market 
prices or less. And, so far as I am aware, these banks 
did not lose £1 of deposits, or any of the confidence 
of the community thereby. 

You may notice, if you think back on these observa- 
tions of mine, that they have all been in favour of 
making company accounts even more informative. 
Now you may have some difficulty in reconciling 
these observations with the remarks I made at the 
opening of this talk about the misuse by politicians 
and others of the amount of information on which the 
1948 Companies Act insists. 

On this point I would simply say this. One must, 
to be objective, report that this misuse occurs. One 
is tempted, in reporting the misuse, to observe that 
without the degree of disclosure provided by the 
1948 Act, the opportunities for misuse would not 
arise. But, deep down, one feels all the time that the 
fullest possible disclosure in company accounting is 
the only possible, the only right course. 


Educate Public Opinion , 
In the past, during our lifetime, there was a great 
deal of abuse, a great deal of wrong and wasted 
investment, which would have been quite impossible 
had we then insisted on our present standards of dis- 
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closure. It is just not possible, neither is it right, to 
turn the clock back in these matters. Clearly, w e we 
ought to do, what we must do, is to push on with our 
task in educating public opinion in these matters 
until the level of public opinion has caught up with 
the degree of disclosure in accounting on which we 
very rightly insist. 

The need for that task has been increased, not 
reduced, by the Companies Act of 1948. If we are 
to insist that companies disclose the full extent of 
their earnings, then surely we ought at the same time 
to get a true definition of what constitutes a profit. 
The ignorance that prevails on such matters, I 
assure you, is appalling. It does not exist simply 
among the ordinary men and women who cannot be 
expected to know much about these things. It exists 
in the most surprising places. i 

No less a person than Mr R. A. Butler, Chancellor 
of the Exchequer, one-time director of Courtaulds, 
doesn't appear to understand whát constitutes a 
profit. Ín justifying his excess profits levy last year 
Mr Butler said there had ‘undoubtedly been a rise 
in industrial profits’ in recent years. He refused to 
include the years 1950 and 1951 in the base period, 
because ‘the ern both these years were inflated b 
the events following the outbreak of the Korean war'. 

Now I am forced to the conclusion that the 
Chancellor got this impression of strongly rising 
profits from his daily perusal of the newspapers, and 
розу of what аге called the ‘pop papers. 

ecause his statements simply could not have been 
based on the profit figures which his own back-room 
boys prepare for such publications as the National 
Income White Paper and Blue Books. For these 
somewhat dry and dusty publications show, for 
example, that real company profits fell by £500 
million in 1951, instead of rising by £500 million. 
What the Chancellor forgot is that the stock apprecia- 
tion element in profits in an inflationary period does 
not really constitute a profit. 


Recommendation XV 


If the Chancellor of the Exchequer forgets such 
things, is it reasonable to expect City editors and 
other humble citizens to remember them? This, as 
you have probably guessed by now, is where you 
come in. The Council of your Institute recommended, 
in its now famous Recommendation No. XV, that 
company accounts should show the effects which 
changes in the purchase power of money have on 
the affairs of the business, and that companies, and 
presumably their accountants, should experiment 
with methods of measuring the effects of changes in 
the power of money on profits and on financial 
requirements. 

Maybe you have all been experimenting like mad. 
Maybe you feel that this country has finished with 
inflation and that, in consequence, Recommendation 
XV is now just a historical curiosity and an economic 
irrelevancy. I can only say that if you have been 
experimenting like mad, you’ve kept your experi- 
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ments pretty secret – and I can't really believe that 
ur Council meant you to do that. Аз for the possi- 
bility that you think we have done with inflation, 
that I refuse to believe. It is only old fogies such as 
I, people who had the great fortune – or misfortune, 
I am never sure which it was-to live under a 
relatively sound currency, who from time to time 
kid ourselves that one of these days someone will 
make an honest woman of the pound once more. 

In all seriousness, however, I do suggest that it 
would be a great gain if by the use of appropriate 
indices we could get some indication in company 
reporta of the trend of true profits and the true capital 
employed in a business. I know there are very great 
difficulties in the matter of choosing the right indices. 
But so long as the indices are respectable, or even 
official, and so long as the source of the conversion 
factor is clearly stated, I see no reason why at least a 
truer indication of real profits should not be given 
on the face of the directors’ report. 

Of course, there would then remain the problem of 
persuading the Chancellor to tax only true profits, or 
to allow depreciation provisions to be increased. 
But all the time we must bear in mind that politicians 
in a democracy are inevitably guided by ihe climate 
of public opinion. And when public opinion is being 
formulated under the pressure of profit 
figures, it certainly doesn't help even the most en- 
lightened politician to do what he knows to be 


necessary. 

I would also have liked to have said something in 
this talk on another pet topic of mine – no par value 
Shares — which is a reform which, to my great regret, 
the 1948 Act omitted. But as you know, a Commis- 
sion has been appointed by the Government to 
inquire into the desirability and feasibility of such 
shares and it might therefore be improper for me to 
discuss them. I will only say this —that if no par 
value shares are made permissive, then it seems to 
me that you will have scope for presenting a company's 
capital account in its balance sheet in what I would 
call a more realistic manner than is the custom at 
present. As a result, I hope that the return that 
capital secures will be seen in better perspective. 

Well, I may seem to have come a long way from 
my starting point. But in fact I haven't. The 1948 
Companies Act has undoubtedly helped investors to 
a better appreciation of their companies' financial 
position. But we still have a considerable job of 
education to do if full disclosure in company accounts 
is not to operate to the disadvantage not only of 
investors but of our economy as a whole. ' 


The Creeping, Disguised Variety 
of Inflation 

The trouble is that we British people are so respect- 
able. We are respectable even in our inflations. 
We don’t go in for those disreputable, continental 
inflations. We prefer the creeping, disguised variety. 
Sometimes I think we might see our problems more 
clearly if we were not во respectable. 
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There is a story, told originally in the correspond- 
ence columns of the Financtal Times, which illustrates 
this and which might, I think, form a fitting con- 
clusion to this talk. Just after the 1914-18 war there 
was a large company in Germany. Its assets stood in 
its balance sheet at two billion marks. Its share 
capital was 500 million marks and its reserves 
1,500 million. | 

Under the initial-impact of a galloping inflation 
its business came to a standstill. For the better part 
of a year it did no trading, and the directors began to 
be very worried as to what the shareholders would 
say. Then the accountant approached the chairman 
and said: 'Let's buy а mouse-trap and sell it at a 
profit.” So a mouse-trap was bought for 3 billion 
marks and sold two hours later for 5 billion. | 

The chairman was delighted. Out of the 2 billion 
profit – the source of which was not, of course, dis- 
closed — depreciation was written off on a general 
basis of 20 per cent, costing 400 million marks. А 
dividend of one billion marks was declared, leaving 
боо million to be carried forward. The shareholders 
were most cordial and everyone was happy. 
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'Then, however, things began to happen. The 
trade unions complained that as profits were five 
times bigger than in the previous year, wages and 
pensions must be increased. The Sunday Press got 
busy. ‘Profits of no less than 320 per cent net were 
made by this company on its issued share capital 
last year. The high cost of living arises directly 
from this outrageous profiteering.’ The Socialist 
Chancellor of the Exchequer described the 200 per 
cent dividend as disgusting, and put the company 
on the top of his list for nationalization. Р 

The chairman sent for the accountant. ‘What 
have you done?’ he asked. ‘You and your mouse-trap 
causing me all this trouble.’ The accountant clicked 
his heels and bowed. ‘Depreciation must always be 
computed on historical cost. If you have shares of 
fixed nominal value, you get dividends of 200 per 
cent.’ ‘Right,’ said the chairman. ‘If depreciation 
must be based on historical cost, let your fees be 
historical too.’ And he handed the accountant ‘his 
usual cheque for one million marks. To which the 
accountant sadly affixed the statutory receipt stamp — 
of two billion marks denomination. 


WEEKLY NOTES 


The Institute’s Annual Meeting 


The seventy-second annual meeting of The Institute, 


of Chartered Accountants in England and Wales 


was held last Wednesday, as this issue was going to 


press. We hope to publish the President’s addréss 
together with a report of the proceedings at the 
meeting, in our next issue. 

Following the Institute's meeting, the sixty-seventh 
annual general meeting of The Chartered Accountants’ 
Benevolent Association was held, and we hope to 
publish a report of the proceedings of this meeting 
also in next week’s issue. 


Census of Production 


The Parliamentary Secretary to the Board of Trade 
announced last Tuesday the appointment of a com- 
mittee including representatives of both sides of 
industry, to advise the President of the Board of 
Trade about future policy in regard to the taking of 
censuses of production and distribution and to make 
recommendations. The first meeting of the new 
committee will be held in the near future. 

Mr E. Н. Davison, A.C.A., chief accountant of 
Courtaulds Ltd, and a member of the Taxation and 
Research Committee of The Institute of Chartered 
Accountants in England and Wales, is a member of 
the committee. Mr W. R. Verdon Smith will be the 
chairman. 

The Tate and Lyle Case 
Last Tuesday, the Court of Appeal, by a majority, 
upheld the decisions of the General Commissioners 
for the City of London, and of Mr Justice Harman, 
that expenditure incurred by Tate and Lyle Ltd in 


campaigning against nationalization was deductible 
for income-tax purposes. 

In the leading judgment, Lord Justice Jenkins 
reviewed many of the most important cases dealing 
with deductibility under Rule 3 (a) of the Rules 
applicable to Cases I and II — see now Section 137 (а) 
of the Income Tax Act, 1952. Не came to the соп- 
clusion that while the expenditure must be wholly 
and necessarily expended for the purposes of the 
trade — or for earning the profits of the trade (see 
per Lord Davey in Strong v. Woodifield (s Т.С. 
215)) — it need not directly bring in profit (see Usher's 
Wiltshire Brewery Ltd v. Bruce (6 Т.С. 399)), and 
it may be incurred primarily to protect the goodwill 
or business of the undertaking (see Cooke v. Quick 
Shoe Repair Service (30 T.C. 460) and Southern v. 
Borax Consolidated Ltd (23 Т.С. 597)). 

Here, the learned Lord Justice said, the finding of 
the Commissioners was to the effect that the expendi- 
ture was deductible within these principles, and he 
found no reason to disturb that finding. He also gave 
grounds for rejecting the different arguments for 
disallowing the expenditure which had been adduced 
by the Crown before one or other of the three 
tribunals, namely, that the expenditure was capital, 
that it was concerned with the sugar-refining industry 
as а whole, that it was not properly deductible on 
ordinary commercial principles and, fourthly, that 
the nationalization might have taken the form of the 
compulsory acquisition of the shares. Lord Justice 
Hodson gave similar reasons for agreeing that the 
Crown's appeal be dismissed. 

Lord Justice Singleton delivered a dissenting 
judgment based on the words 'wholly and neces- 
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sarily’. He analysed the different reasons underlying 
the directors’ action in initiating, and the company’s 
action in approving, the anti-nationalization cam- 


paign. If, for instance, one of the reasons was to ` 


keep the stockholders in control of the company, 
and another to oppose nationalization of the industry 
as a whole, how could it be said that the expenditure 
was wholly incurred for the purposes of the trade? 

The question has not necessarily been concluded 
finally since leave to appeal to the House of Lords 
has been given. 


No Par Value Shares 


In its memorandum to the Gedge Committee, the 


Council of The Institute of Chartered Accountants of 
Scotland considers that it is desirable to permit the 
issue of shares of no par value and that their introduc- 
tion would give rise to no fundamental difficulties. 
The Council points out that the historical reason for 
fixing nominal values of shares was the practice, once 
current, of issuing partly paid-up shares. As such 
issues are, however, now rare, there is no longer any 
reason for giving nominal values to shares. The 
information i8 not of material assistance either to the 
investor concerned principally with the earning 
capacity of the company, or to a creditor whose chief 
ра із the ratio of liquid assets to current 
iabilities 

The Council mentions а number of amendments 
to company law which would be required if the intro- 
duction of the no par value system were contemplated. 
These are similar to the safeguards which the other 
professional bodies submitting evidence have urged. 
-The Council suggests also that ‘for facilitating inter- 
national trade and the introduction of capital into 
this country’, the same terminology as that commonly 
used in the United States and Canada should be 
adopted. It advocates, too, that in the light of experi- 
ence in the United States, special thought should be 
given to the question of capital duty and that, 
possibly, the basis on which it is now assessed 
should be reconsidered. 


National Cost Conference 


This month will see the first of the annual confer- 
ences to be held during 1953 by the various account- 
. ancy professional bodies, when, from May 28th to 
30th, the Institute of Cost and Works Accountants 
holds its twenty-fourth national cost conference. 

In this Coronation year, the conference is being 
fittingly held in London, and it will open with the 
President’s reception at Londonderry House, Park 
Lane, on Thursday evening, May 28th. The confer- 
ence sessions are to take place in the Royal Festival 
Hall, commencing on the Friday morning with the 
presidential address. This will be followed by a 
technical session for the discussion of a report of the 
Research and Technical Committee on ‘Employee 
remuneration and incentives’, which will be intro- 
duced by Mr W. L.. Withers, F.C.W.A., A.C.LS., 


THE ACCOUNTANT 


565 


assistant chief works accountant of British Celanese 
Ltd. At the Friday afternoon session a paper on 
"Business forecasting’ will be submitted by Mr C. E. 
Sutton, А.5.А.А., F.C.W.A., deputy chief accountant of 
the Metal Box Co Ltd. 
.. The annual banquet and dance will be held at The 
Dorchester Hotel, Park Lane, on the Friday evening 
and the conference will conclude on the Saturday 
morning with the Institute’s thirty-fourth annual 
general meeting. 

Extracts from the 1952 report of the Council of 
the Institute of Cost and Works Accountants are 
reproduced elsewhere in this issue. We hope to 


' report the proceedings of the conference in our issue 


of June 6th. 


Who Pays for Advertising ? 


The twentieth annual conference of the Advertising 
Association, held at Eastbourne last week-end, was 
addressed by Mr S. С. Tyrrell, F.c.w.a., F.LLA, 
President of the Institute of Cost and Works Account- 
ants, on the subject, ‘Who pays for advertising?’ 

In answering the question, Mr Tyrrell said that 
although the consumer normally paid for advertising, 
he might at the same time benefit from reduction in 
price resulting from production in more economic 
quantitiss as a result of it. Oa the other hand, 
inadequate knowledge of the incidence of advertising 
costs might result in an incorrect approach to price- 
fixing, and thus the manufacturer might pay by 
inadvertence. 


Accountants Address Sales Managers’ 
Conference 


Two papers by accountants were presented at the 
eighteenth annual conference of the Incorporated 
Sales Managers’ Association held at Torquay last 
week-end. Mr L. M. Alexander, A.C.A., М.5.М.А., 
submitted an eight-point plan to ensure sales 
budgeting for a profit and not merely for volume. 
He suggested, firstly, closer co-operation between 
sales managers and production managers. To en- 
courage this, commissions should be based on profits 
or ‘increased profits instead of on sales turnover. 
Secondly, he advocated that sales managers should 
rely on accountants to produce the necessary statistics 
which would then be a logical extension of the 
existing financial system. His next three points 
covered the nature, the extent and the timing of 
production of these figures. Then he stressed that 
the national sales manager of a large concern should 
budget the head office expenses for which he is 
responsible and pass this data over to the account- 
ant for incorporation in his final budget. His seventh 
recommendation was that the task of preparing state- 
ments comparing actual performance with the budget 
should devolve on the accountant's department. 
Lastly, Mr Alexander emphasized the point that the 
chief sales manager should carry his senior colleagues 
with him in inte diia sales turnover in terms of 
up-to-date ders dum. | 
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In the other paper, Mr L. Hellawell, F.c.w.a., 
A.L.LA., dealt with the importance of controlling the 
sales effort by meana of constant comparison between 
the predetermined standards and actual performance. 
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Otherwise, the Баара was а purely academic exer- 
cise. Control, he considered, should be imposed in 
five stages, summarized by the key words — incur, 
ascertain, standardize, compare and control. 


FINANCE AND COMMERCE 


New issues dominate stock markets. The outstanding 
success of the Tate & Lyle and Bakelite debenture 
issues is being followed by other operations and 
Liverpool Corporation has opened what is expected 
to be an active season for Corporation and Colonial 
borrowers. 


Thomas Tilling . 


One of the most interesting by-products of national- 
ization, at least from the financial and industrial 
aspect, has been the rebuilding of those holding 
companies whose oe assets were caught in 
the net of State control. We reprint the accounts of 
one of them this week – Thomas Tilling Ltd. Others 
which come immediately to mind are Cable & 
Wireless (Holding) Ltd which, shorn of its cable 
and wireless operating company, is now an industrial 
investment concern with particular emphasis on 
colonial and commonwealth development, and 
Powell Duffryn Ltd which lost its South Wales 
colliery business to the State and is now rebuilding 
substantial coal, oil and other industrial interests 
both in this country and oversea. 

Thomas Tilling Ltd sold its transport assets to 
the British Transport Commission for £24,800,000 
which was satisfied by the issue of £24,554,455 of 
British Transport 3 per cent 1968—73 stock at ror. 
Of this stock, £654,455 was sold before the end of 
1948, £20,600,000 was retained to be distributed to 
stockholders and the balance of £3,300,000 was held 
by the company for reinvestment. 

Nationalization left Thomas Tilling Ltd with a 
variety of industrial and commercial interests which 
were calculated to bring a gross annual income of 
some £240,000. The 1952 accounts, it will be seen, 
recorded a profit of {1,264,640 before taxation. 


Family of Firms 

This remarkable expansion has been achieved by the 
building of what Mr W. Lionel Fraser, the chairman, 
calls a ‘family of firms’. The family includes the 
Cornhill Insurance Company, Daimler Hire Ltd, 
James‘ A. Jobling & Co "Lid, the ‘Pyrex’ concern, 
F. Troy & Co Ltd- whose two best-known sub- 
sidiaries are Palmer's Travelling Cradle & Scaffold 
Co Ltd and Reparations-Dreyfus Ltd — and a wide 
variety of interests covering aero and motor engine- 
ering, motor distribution, textiles, plastics, timber, 
sand and gravel g and, in Heinemann 
Holdin LiL book publishing. 

Death duties have provided the motive for many 
of de group's investment opportunities but the 
policy is not merely to hold parcels of quoted shares 


in companies to whose operations no effective con- 
tribution can be made. Rather the company prefers 
to interest itself in concerns of sound management 
where a direct and constructive interest can be taken. 

The company, it will be seen, still retains consider- 
able liquid resources. Mr Fraser points out, however, 
that many members of the ‘family’ will sooner or 
later be requiring additional finance – indeed some 
are already calling for it — and the funds, on deposit 
at attractive rates in the meantime, will be available 
for the expansion of existing interests or for the 
acquisition of new ones. 


Cow & Gate 

An unusual form of directors report is adopted by 
the board of Cow & Gate Ltd. In fact, when we were 
asked to find it we had to search diligently. Our 
search followed a rather despairing suggestion by a 
shareholder in the company that the directors' report 
was missing altogether, even though on the outside . 
cover there is the plain statement, ‘Cow & -Gate 
Ltd, Directors' Report and Accounts for the year 
ended September 3oth, 1952". : 

But of course the directors’ report is there and it is 
just as complete as any other. Why our reader could 
not find it was because the report is added to the 
profit and loss account in the ‘Consolidated profit and 
loss account of the group and directors’ report’, 

The profit and loss account is in single-column 
form and takes the reader stage by "аде to ‘Total 
available for appropriation, £618,163’. Then follows: > 
‘The dietum ve made or recommend the follow- 
ing appropriations', and the various reserve alloca- 
tions and dividend recommendations are shown 
finally leading to the ‘carry forward’ in the normal - 
manner. Underneath is the usual notice concerning 
re-election of directors and continuation of the 


- auditors in office and the whole account is signed by 


the chairman, Mr W. R. B. St J. Gates. This method 
has 1ts main advantage in that it saves unn 
repetition in a separate directors’ report of facts 
which are shown either in the profit and loss -or 
appropriation accounts, but it would be difficult to 
use the method on occasions when the directora had 
some lengthy statements to make. 


Money Market 
Treasury bil applications on May. Ist totalled 
£351,070,000 and bidding at £99 8s 1d the market 
obtained 34 per cent of requirements with the 
average discount rate at Да 75 7'374 per cent. The 
rate is the lowest for almost a year. This week the 
offer is increased to £240 million. ; 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
' jn the Annotated Tax Cases. 


Bolson & Son Ltd.v. Farrelly 
In the Court of Appeal – March 13th, 1953 
(Before Eversuep, M.R., ЈемкІМ and Hopson, L.JJ.) 
Income-tax — Sale of ships- Business of passenger- 
carrying ~ Whether ships sold in ordinary course of trade 
— Income Tax Act, 1918, Schedule D, Case I. 


'The appellant company was incorporated in 1931 ' 


to carry on the business of running sea trips from a 
seaside resort. The business came to an end in 
September 1939, and the company's activities then 
became the repairing of vessels belonging to the 
Admiralty. As a consequence of this the company 
possessed, at the end of the war, a shipbuilding and 
repairing business. 

It was desired, however that the company should 
resume its former activity of providing sea trips for 
holiday-makers, and with that object in view two 
undecked boats, and also a larger vessel, were pur- 
chased from the Admiralty. One of the open boats 
was bought for £627 and sank, and the insurance 
money yielded a surplus over the purchase price. The 
other open boat was bought for £50, and was con- 
verted at а cost of £1,600, and on being sold it 
realized a surplus of £350. The third vessel cost £800, 
and was never put into service, and after about five 
months it was sold for £6,000. The second-mentioned 
vessel was sold because it was in such a bad condition 
that it was not suitable for passenger-carrying, and 
the last-mentioned vessel was sold towards the end of 
the passenger-carrying season because by itself it was 
not of much worth to the company. 

In x946 the company bought four landing craft 
from the Admiralty for £800 each, and these they 
converted for passenger-carrying. These vessels were 
sold two or three years later and together realized a 
large surplus, three of them having been used as 
passenger boats, while the fourth was not. These four 
vessels were sold because they turned out to be not 
suitable for running up the beach. Subsequently 
further boats were purchased, and later sold, and 
surpluses were realized. 

It was contended before the General Commis- 
sioners that these purchases and sales of vessels were 
a part of the process of restarting the passenger- 
carrying business, and that the surpluses realized did 
not constitute trading profits. The General Com- 
missioners decided ‘that the profits on the sale of the 
ships were liable to tax’, and it was agreed by both 
sides that this finding meant that the sales of the ships 
_ took place in the way of trade, and that the profits 
, Were from an adventure in the nature of trade within 
Case I of Schedule D. The question for decision in 
the High Court, therefore, was whether or not there 
was evidence to support this finding. 


Held, that the General Commissioners were en- 


titled to draw the inference that the purchase, 
conversion and sale of the ships were activities in 
the course of trade, and were liable to tax accordingly. 


Worth v. C.I.R. 
In the Court of Appeal – March 17th, 1953 
(Before SINGLETON, JENKINS and Hopson, L.]].) 


Special contribution — Invéstment income — Rent of farm 
paid by farmer to his uife— Rent paid by farming 
partnership to appellant — Whether income arising to 
appellant — Income Tax Act, 1918, Schedule D, Cases I 
and II, Rule то ~ Finance Act, 1938, Sections 47, 
48, 49, 50. 

The appellant carried on farming on a large scale, 
and part of the land used and occupied by him for 
this purpose was a farm owned by trustees of a 
settlement under which his wife was the tenant for 
life. The wife, as the tenant for life, let the farm to the 
appellant at a rent, It was contended on behalf of the 
appellant that Section 49 of the Finance Act, 1948, 

revented the rent payable to his wife from being 
included in his investment income for the purposes of 
the special contribution. The Special Commissioners 
decided against the appellant. 

The appellant and his son worked in partnership a 
farm which was owned by the appellant, and the latter 
received four-fifths of the profits. The partnership 
paid a rent to the appellant, and the amount of the 
rent was deducted in computing the profits of the 
partnership for income-tax purposes. It was con- 
tended that the rent was exempt from the special 
contribution because it was income arising to the 
appellant from property occupied and used by him 
for the purposes of a trade, and that accordingly, 
Section 49 (2) of the Finance Act, 1948, applied. On 
this point the Special Commissioners decided in the 
appellant’s favour. 

Held, (1) that the rent paid by the appellant to 
his wife had to be included in the computation of his 
investment income for the purposes of the special 
contribution; (2) that the rent received by the appel- 
lant from the partnership arose to him from property 
occupied and used by him fcr the purposes of his 
trade, and that accordingly, this income was exempt 
from the special contribution. 


North Central Wagon & Finance Co Ltd 
о. Fifield 
In the Court of Appeal – March 18th, 1953 

(Before SINGLETON, JENKINS and Hopson, L.JJ.) 
Income-tax — Whether one or two businesses carried on — 
Whether letting of machinery on hire assessable under 
Case VI — Income Tax Act, 1918, Schedule A, No. І, 
General Rule; Schedule D, Cases I and П, Rule 5 – 
Financé Act, 1919, Section 18 — Rating and Valuation 
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Act, 1925, Schedule III — Finance Act, 1936, Section 
22 (now Income Tax Act, 1952, Section 474). 

The activities of the appellant company consisted 
of selling wagons on hire-purchase and_of letting 
wagons out on hire. Both activities were carried on by 
the same staff and in the same premises and with the 
same organization. The wagons which had been used 
for letting out on hire were acquired by the Road 
Transport Executive and that activity then ceased. 
The appellant company contended. that that activity 
was a separste business but the General Commis- 
sioners held that it was not. 

In the appeal to the 
tended for the appellant that the activity of letting 
out is ien on hire should have been assessed 
separately under Case VI of Schedule D and not 
under Case І, because of the change made in the law 
by Section 22 of the Finance Act 1936 (now Section 
474 of the Income Tax Act 1952). It was contended 
that Section 22 (2) of the Act of 1936 in its reference 
to ‘any machinery the value of which is not taken 
into account for the p e of assessment to income- 
tax under Schedule A’ applied to the wagons which 
were let out on hire. 

Held, (1) that the decision of the General Com- 
missioners that the appellant carried on only one 
business was correct; (2) that the machinery referred 
to in Section: 22 (2) of the Finance Act, 1936, was 
machinery the value of which could not be taken into 
account pursuant to Section 22 (1) of that Act, and 
that, therefore, the receipts from the letting of the 
wagons in question had been roperly included in 
the computation of the appellant's profits under 
Case I of Schedule D. 


Thomas о. Marshall 

In the House of Lords – April 2oth, 1953 
(Before Lord Normann, Lord Oaxsgr, Lord 
Моктом, Lord RED ‘and Lord Сонем) 
Income-tax — Settlement on children — Deposits in Post 
Office Savings Bank in names of children ~ Drawings 
expended for children’s benefit — Gifts of Defence Bonds 
to children - Whether sums thus drawn and Defence 
Bond interest income of parent — Whether separate 
assessments not exceeding £5 each possible — Finance 
Act, 1936, Section 21 — Finance Act, 1938, Sections 
38 (2), 41 (4) (b). 

The appellant paid a number of sums of money 
into accounts at the Post Office Savings Bank in the 
names of his two infant and unmarried children. 
Some of the money thus deposited was expended for 
the children’s benefit. The appellant also gave 
Defence Bonds to each of his children. 

It was contended for the appellant that the gifts 
of the sums placed in the Post Office Savings Bank, 
and the gifts of the Defence Bonds, were not ‘settle- 
ments’ within Section 21 (9) (6) of the Finance Act, 
1936. The General Commissioners decided against 
the appellant. 


Held, that the gifts of the sums of money placed 
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in the Post Office Savings Bank, and the gifts of the 
Defence Bonds, though out-and-out gifts to the 
children, were settlements within Section 21 (9) 9 
of the Finance Act, 1936. 


Bray v. Colenbrander 
In the House of Lords – April 2oth, 1953 


(Before Lord Normanp, Lord Oaxszy, Lord 
Morton, Lord Rem and Lord Сонем) 
Income-tax — Employment — Agreement made abroad – 
Remuneration paid partly in London and partly abroad 
~ Employment exercised in United Kingdom – Whether 
remuneration taxable in United Kingdom – Income Tax 
Act, 1918, Schedule D, Charging Rule r (a) (й), 
Cases II and V — Schedule E — Finance Act, 1922, 

Section 18. 

The respondent, a Netherlands subject, was 
appointed as a journalist to a Dutch newspaper, 
which was owned by a Dutch corporation. Six months 
afterwards the respondent came to the United King- 
dom to take up an appointment as London corre- 
spondent to his newspaper. In order to carry on his 
work the respondent had to live in London; he had 
the use of a desk in the London office of the Man- 
chester Guardian, but this was not the address of his 
paper. The respondent lived in a flat in London, and 
the rest of his duties, which consisted mainly of 
covering politics and diplomacy for his paper, were 
performed from the flat. The flat was taken by the 
respondent in his own name, but his paper paid a 
part of the rent. The respondent was resident in the 
United Kingdom for the years 1945-46 to 1949-50, 
which were the years under appeal, and his duties 
were almost exclusively performed in the United 
Kingdom. ` 

The respondent's remuneration was about £125 a 
month, and was payable in Holland. His wife and 
child lived in Holland, and by arrangement with his 


'employer a fixed sum of Ls guilders was paid in 


Holland direct to his wife for the maintenance of the 
bome which he had there, and the balance, amounting 
to £78 5s 8d а month was remitted to him in London 
at his request. The respondent's employer had an | 
account at a London bank, on which the respondent 
was entitled to draw, and every month a sum was 
transferred by his employer to the bank to cover (a) 
the balance of the respondent's remuneration not 
p to his wife in Holland; (5) his employer's contri- 

ution towards the rent of the flat; and (c) an amount 
to cover the expenses incurred by him on behalf of 
his paper. 

It was contended on behalf of the appellant (a) that 
the respondent was assessable under Schedule E for 
the years under appeal; (6) alternatively, that he was 
assessable under Schedule E by virtue of Section 18 
of the Finance Act, 1922. It was contended on behalf 
of the respondent that he was assessable under Case V 
of Schedule D, and only on amounts remitted to him 
in this country. The Special Commissioners held 
that the respondent was not assessable under Schedule 
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E on either ground, but only under Case V of 
Schedule D. 


Held, that the decision of the Special Commis- 
sioners was correct, 


Harvey v. Breyfogle 
In the House of Lords ~ April 2oth, 1953 


(Before Lord Normanp, Lord Олкзеу, Lord 
Мовтом, Lord RED and Lord Comen) 
Income-tax — Employment — Agreement made abroad – 
Remuneration paid into bank account abroad — Employ- 
ment exercised in United Kingdom — Whether remunera- 
tion taxable in United Kingdom – Income Tax Act, 
1918, Schedule D, Charging Rule x (a) (ti), Cases П 
and V – Schedule E — Finance Act, 1922, Section 18. 

The respondent was the manager of the London 
branch of the National City Bank of New York, which 
із a company incorporated in the State of New York, 
and has its head office in the City of New York. Тће 
respondent was an American citizen, and was domi- 
ciled in the United States, and since he joined the 
bank in 1929, he had held various posts in various 
countries. He was appointed manager of the London 
branch of the bank in 1945, and his duties consisted 
largely in acting as deputy for a vice-president of the 
bank who is stationed in London. It was an important 
part of his functions to keep the head office of the 
bank acquainted with economic and monetary policy 
and developments in the United Kingdom, in Europe 
and in other parts of the world; and another of his 
main functions was to carry through transactions of 
the bank abroad in the light of his knowledge of the 
general policy, and of the ways of operation, of the 
head office. 

The agreement for the respondent's service in the 
United Kingdom was made in New York, and his 
remuneration was paid into his bank account there. 
The bank had a separate and distinct staff pension 
scheme for employees in England, but the respondent 
was not a member of that scheme; he was a member 
of the American scheme, and his contributions were 
deducted from his salary. 

When he first came to England the respondent 
lived in a flat but after his family had joined him he 
purchased a house. During the year under appeal 
both his children were at school here, but at the time 
of the appeal hearing his daughter was at college in 
America. He did not maintain a home in the United 
States. He aimed at visiting the United States about 
once every eighteen months, for six to eight weeks 
each time, and he had paid one such visit in 1947, 
for about six weeks from near the end of October, 
and nearly all the time was spent in New York. Тће 
purpose of these visits was to keep up to date with 
the way that senior officers of the bank were thinking. 
He sometimes went abroad on the Continent. People 
repeatedly came to London from the Continent to 
consult with him on affairs with which the bank was 
concerned, and in that way he handled much oversea 
business for the bank, and this business had nothing 
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to do with the books or the operetions of the English 
branches. . 

It was contended on behalf of the respondent that 
he was assessable, not under Schedule E, but under 
Case V of Schedule D, and only in respect of the 
remittances of remuneration to the United Kingdom. 
'The Crown formally contended (a) that Bennet v. 
Marshall (16 A.T.C. 167) had been wrongly decided; 
(b) that the present case was distinguishable; (c) that 
the respondent was assessable under Schedule E. 
Тће Special Commissioners held that they were 
bound by the decision of the Court of Appeal in 
Bennet 9. Marshall and they accordingly discharged 
the Schedule E assessment. | 

Held (affirming the judgment of Mr Justice 
Danckwerts), that the decision of the Special Com- 
missioners was correct. 


Corporation of London (as Conservators of 
Epping Forest) v. C.I.R. 


In the House of Lords – April 20, 1953 
(Before Lord Мокмамр, Lord Оакзеу, Lord 
Morton, Lord Rew and Lord Сонем) 
Income-tax – Charity — Payment to charity under 
statute — Such yearly sums as might be necessary – 
Whether annual payments — Epping Forest Act, 1878, 
Sections 3, 31, 33, 39, 41, 42 — Income Tax Act, 1918, 
Case IIT, Rules та, 2 (І) (Б), 2 (2), General Rule то. 

Between 1871 and 1878 the Corporation of the 
City of London spent about £250,000 in acquiring 
manorial and other rights in Epping Forest for the 
purpose of constituting the Forest as an open space 
for the benefit of the public. By the Epping Forest 
Act, 1878, a private Act passed at the instance of the 
Corporation, it was provided that the Forest should 
be managed by the Corporation as the Conservators 
of Epping Forest, and the duty was placed upon the 
Conservators of preserving and maintaining the 
Forest as an open space for the recreation and enjoy- 
ment of the public. The Conservators' revenue came 
from a number of sources, such as rents, licence 
fees, tolls, sales of wood and fees for playing on a 
golf course in the Forest area. 

Section 39 (1) of the Epping Forest Act, 1878, 
requires the Corporation from time to time to con- 
tribute to the capital and income of a fund, to be 
called the Epping Forest Fund, such moneys as shall 
be necessary out of the City of London grain duty or 
from other sources, and the subsection goes on to 
direct as to what other items are to be credited to the 
income of the Fund. Тће City of London grain duty 
ceased in 1902, and since then the Corporation has 
contributed, under Section 39 (1), out of its own 
resources. Section 41 (2) requires the Conservators 
to ‘apply the income of the fund in payment of rents, 
salaries, taxes, insurances and other current expenses 
attending the execution of their powers and duties. . . ." 
By Section 42 the accounts of the Conservators have to 
be audited yearly, and a copy has to be available, free 
of charge, to any person interested in Epping Forest. 


s, 
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Section 31 of the Act establishes a committee, 
called the Epping Forest Committee, which consists 
of members of the Common Council and the verderers 
of the Forest, and the committee exercises all the 
powers of the Conservators. The payment made by 
the Corporation during the accounting period ended 
March 31st, 1949, under Section 39 (1) of the Epping 
Forest Act, 1878, was £16,006 35 4d, and in making 
this payment the Corporation deducted £7,202 15s 64 
for income-tax. It was admitted that the Conservators 
of Epping Forest were a separate body of persons 
from the Corporation and that they were a charity. 
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It was contended on behalf of the Conservators 
that the £16,006 35 4d was an annual payment within 
Case III of Schedule D; that in making the payment 
the Corporation was entitled under General Rule 19 to 
deduct income-tax at the standard rate; and that as the 
Conservators were a charity, they were entitled to re- 
payment of the sum thus deducted. The Special Com- 
missioners decided in favour of the Conservators’ claim. 

Held: (affirming the judgment of the Court of 
Appeal), that the £16,006 3s 4d was an annual pay- 
ment, and that, therefore, the claim to repayment of 
tax was allowable. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Accountancy Qualifications 
Sm, – May I be permitted to comment upon the 


letter from Mr B. J. Davis which appeared in your | 


issue of April 25th? 

If, as he states, the holding of any additional 
accountancy qualification is regarded by a majority 
of chartered accountants as detracting from, rather 
than enhancing, the ‘highest of all qualifications’, 
what is the reason for the increasing number of 
young chartered accountants proceeding to study 
for these other qualifications? 

Surely the answer is that they find it desirable or 
even necessary to do so (whether their future lies in 
the profession or in industry) and their own Institute 
does not provide any machinery for them to acquire 
additional qualifications in certain directions, e.g. 
cost accounting and industrial management. -Perhaps 
these younger chartered accountants realize that they 
cannot honestly claim to be specialists in fields in 
which they have neither academic nor practical 
experience. 

Í suggest to Mr Davis that even about three 
hundred years ago the shortcomings of orthodox 
financial books and accounts in relation to the needs 
of management were evident to Samuel Pepys who 
records in his diary under date October 6th, 1666: 

*. . . and was led to go to the office of the ordnance 

to be satisfied in something and find their accounts 

and books kept in mighty good order, but that they 
can give no light, nor will the nature of their affairs 
permit it to tell what the charge of the ordnance 
comes to a man a month,’ 
Yours faithfully, 
GLASWEGIAN. 


Sig, - I am a little amused by Mr B. J. Davis's 
letter in your issue of April 25th, 1953. Whilst the 
early training of members of the Institute may be 
superior to that of members of other bodies, it is 
difficult to see how capacity or ability can be in- 
fluenced by the Institute's possession of a Royal 
Charter. Strictly speaking, there can be no such 
person as a chartered accountant, The Institute may 


be 'chartered' but only by a very strained use of the 
word are its members ‘chartered’. 

I think it true to say that many of those from 
whom non-practising accountants derive their living 
regard the words 'qualified accountant' and 'char- 
tered accountant' as nearly synonymous, due possibly 
to the increasingly high standards in examination 
demanded by professional bodies who provide 
largely, and in some cases entirely, accountants for 
commerce and industry. In fact, it seems that the 
profession is dividing broadly into two professions – 
that of the practising accountant and that of the 
non~practising accountant. Non-practising account- ` 
ants are usually management accountants of some 
sort or financial accountants. 

I am of the opinion, sir, that if the existing con- 
fusion is not to increase, an early reorganization of 
the profession on a functional basis is necessary, but 
who, within the profession, will take the lead? If 
the Institute will not then it seems likely that we 
must wait for the passing of several decades until the 
confusion has grown so great that a government will 
step in and regulate the profession's affairs by law — 
an awful prospect indeed! 

- I am, Sir, 
Your obedient servant, А 

London, SW3. J. LORING. : 
[Paragraph 12 of the Institute’s Supplemental Royal 
Charter of 1948 states: ‘A member of the Institute 
may describe himself as a Chartered Accountant .. ? 
~ Editor.] 


Professional Fees 

Sm, – Your reader ‘£625’ raises the question of 
professional salaries in your issue of April 25th, 1953. 

He points out, quite reasonably, that the average 
newly qualified accountant is offered (in the provinces, . 
at least) a salary varying from £400 to {500-in 
other words, adequate remuneration for a reasonably 
competent book-keeper. 

It must surely be recognized by principals that, 
after five years’ concentrated training for a highly- 
skilled profession, such remuneration is inadequate, 
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and there can ђе little wonder at the constant drift 
from the profession into industry, even by.those who 
would otherwise prefer a career in a professional office. 
_ Perhaps low remuneration is ‘partly due to an 
| attitude among practitioners that newly qualified 
· men owe something to their former principals, in 
respect of their training for the profession. But 
whilst articled clerks are not ungrateful for the 
training they have received, it must, in fairness, be 
submitted that they have often already given five 
years' conscientious service for little or no monetary 
reward, and they cannot for ever be expected to 
work ‘uneconomically’: ` 

To stop this drift from the profession by raising 
salaries would appear to call, in some cases, for 
increasing fees charged to clients. But in other 
cases it could be achieved only by principals accepting 
e smaller reward for their own services. This may 
not be such an onerous sacrifice as would appear at 
first sight, as there would be a firm knowledge by the 

ролери that work which had been delegated was 
' being efficiently and carefully carried out, thus 
reducing the strain under which he may otherwise 
be working. It is very true, if not very original, to 
say that the most costly labour is, in the long run, 
often the cheapest. 

The alternative seems to be for the profession to 
retain the services only of trainees and the un- 
ambitious. Yours faithfully, 

INDUSTRY-BOUND. 


бів, – І doubt whether your correspondent using the 
nom de plume ‘£625’ in your- April 25th issue, who 
asked ‘why the profession is so poorly remunerated’, 
expected to be answered in the same issue. I doubt 
even more whether Mr B. J. Davis imagined he 
would be giving the answer (in his letter in the same 
issue) and in so simple a manner. 

'The fact remains, nevertheless, that those who 
hold the same retrograde view as he does are very 
effectively restraining the profession from possessing 
a promised land which will only be reached.by joint 
effort. s 

Other professions have been wiser and in their 
unity have found great benefit, material and other- 
wise. Is it therefore not strange that the profession 
which lags behind the others 18 the very one which 
is so intimately concerned with finance? 

Mr Davis mentions the peculiar position of The 
Institute of Chartered Accountants in England and 
Wales to the Crown. Has he stopped to consider 
the situation which would arise if the various 
members of the United Kingdom and Common- 
wealth adopted the same attitude to the Crown that 
he does to the accountancy profession? 

Yours faithfully, 
Exeter. P. B. BUSH, 4.a.c.c.a. 


Accounting and Accountancy - 


Sm, -The use of the words ‘accounting’ and 
*accountancy' as if they were synonymous has be- 


i 
| 
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come more frequent recently. While we are trying 
hard to clarify other terms, it would be a pity if we 
confused the overall name of the profession itself. 

‘Accounting’ should not be used to describe the 
practice of accountancy any more than ‘surgery’ 
should be used to describe the practice of medicine. 

‘Accountancy’ covers many fields including audit- 
ing, costing, trusteeship in bankruptcy, taxation 
consulting, the installation of systems, investigations 
and valuations of shares. ‘Accounting’, on the other 
hand, is the art of making up or stating accounts. 
It is the application of advanced book-keeping, where 
the information furnished by the books is analysed 
and used. | eel 

For some réason the name ‘accountancy’ is omitted 
when one would least expect it. Many universities 
have courses of business administration, business 
management, commerce, accounting —in fact the 
name ‘accountancy’ is avoided. Yet the courses are 
usually accountancy courses. . 

It is to be assumed that the new Research Chair 
of Accounting at Incorporated Accountants Hall is, 
in fact, created for the purpose of accounting re- 
search and that the scope of the work will be limited 
to that field. If not, then the name will be inaccurate. 

Accountancy is still in the period of rapid change, 
a period which began in the middle of the nineteenth 
century. The practice has clarified even in the last 
twenty-five years. Therefore, the time has come for 
editors, authors, lecturers and others sharing in the 
development of this virile profession to realize that 
accounting is but a part of the practice of accountancy. 

Yours sincerely, 
K. L. MILNE, r.c.A.(AUST.). 


Adelaide, South Australia, 


Accountancy Examinations 
Sm, - Having regard to future development of pro- 
fessional standards, I hope Professor Wimble’s article 
in your issue of April 18th will focus attention on an 
important matter in many directions. 

І wish to suggest that where professional students 
are concerned, it is equally if not more important 
to test practical skill in accountancy. Since the 
system of professional examinations was introduced 
this aspect has been completely neglected. At present 
candidates are tested mainly on exhaustive part- 
time and home studies whilst their full-time profes- 
sional training (usually of five years or more) goes 
untested. : 

In my personal view a compromise should be 
effected in the future between the university treat- 
ment of accountancy (from the economic and legal 
viewpoints) and the development of practical оћсе- 
laboratory tests by the professional bodies concerned 
enabling candidates to be judged by their written 
work or reports on practical work. 

'This would enable examiners to cut down their 
long-winded efforts in attaining a half-way house 
under present procedure. 
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I am of course aware of the powers taken by one or 
two institutes to exclude candidates from admission 
where experience 18 considered deficient, but it will 
be appreciated that I am dealing here with those 
who are ultimately admitted, in the light of estimated 
future demands in the profession. 


Yours truly, 
London, SE24. 


А. ADAMSON. 

Sir, - Professor Wimble, in his article in your issue 
of April 18th, inquires as to the opinion of readers 
on his criticism of accountancy examination ques- 
tons. I for one am in full agreement. How many 
times was I myself saved by being given an odd 
year's Schedule А assessment or wear and tear 
allowance which ‘must be there for some reason’! 
It would be much better if those answering the 
question had to sort out their own information (as 
in the case of sur-tax calculations based on two 
income-tax returns) I do not think this would be 
in àny way 'unsporting' and the questions cannot be 
described as ‘catch’. 

There is, however, a tendency to put into questions 
difficulties of doubtful practical value. An example 
is listing unclassified balances including a bank 
overdraft. There is no such thing as a ‘balance’; it 
is either a debit balance or credit balance: (A trial 
balance which did not balance would however be a 
fair problem.) It is reasonable to skip the trial 
balance under pressure of an examination, and such 
a ‘catch’ can cause confusion quite out of relation to 
its importance. (A small arithmetical slip will prevent 
the reason for difference being apparent at the end.) 

Another objectionable practice is the use of such 
descriptions as ‘net rent paid’ so that a candidate 
who has read 'interest paid net' and similar phrases, 
misreads the item in question as ‘rent paid net’. 
Most candidates are in a state of nerves and surely 
the important thing is whether they correctly treat 
an item when they know its true nature. In practice 
one would not dream of racing through information 
affecting the accounts with the speed enforced during 
examinations. 

I suggest, then, that difficulties such as I have 
illustrated above should be eliminated, and Pro- 
fessor Wimble's suggestions adopted. 

In concluding may I say that contrary to a fairly 
widely held opinion, the examination ‘time factor’ ts 
a valuable practical test. Real life presents many 
‘flaps’, when time runs short and work piles up. 
The man who can keep his head and make a good 
showing under such conditions is worth his salt. 

m - Yours faithfully, 
Liverpool, 12. Е. Е. KERMODE. 


U.S.A. and British Accounting Methods 
бів, – In his article in your issue of April 25th, 
Mr John E. Almond expresses admiration for, among 
other things, certain American phrases. It may not 
therefore be inappropriate to remark that he is 
sticking his neck out in decrying in such a sweeping 
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manner the methods of British accountants. I select 
three items for comment. 

First, reconciling the bank balance. I remember 
that as a youth, over a quarter of a century ago and 
even before I entered into articles, I found out for 
myself that a simple and rapid way of reconciling 
the bank balance was to do what Mr Almond describes 
and now calls the American method. | . 

Secondly, accounts payable. The method of hand- 
ling accounts payable which eliminates much of the . 
text-book book-keeping connected with purchases is 
not one which, so far as I know, was first thought of 
by the Americans. ЈЕ has been in use in this country 
for a very long time by innumerable enlightened 
accountants. I was perhaps fortunate in being 
brought up by my principal on the very method 
described by Mr Almond as being the common 
American system. In my more mature years, though, 
I have found, like Mr Almond, that many firms of 
accountants do cling tenaciously to what he calls 
the British system, but what I prefer to call text-book 
book-keeping; and I agree with him that in this con- 
nection some accountants in this country need to 
look around and modernize their views. Even so, I 
ought to emphasize that, in my opinion, a thorough 
grounding in text-book book-keeping -such as is 
obtained during articles – is essential to appreciate 
fully the significance of every step taken the long 
way round so that nothing is overlooked when short 
cuts are made. It might be of interest to Mr Almond 
to know that some British companies do not clutter 
themselves up with day-books and personal ledgers 
for certain credit sales transactions. The short cuts 
in sales records are particularly suitable when one 
delivery of goods sold on credit is paid for at the same 
time as the order is placed for the next delivery. — | 

Lastly, obtaining month-end payables. It is natural 
that short cuts in recording should bring with them 
further developments. The method outlined of 
recording accruals during the year is not at all new 
in this country. I have even heard of it being used in 
Government departments! 

By all means let us praise the Americans for their 
many fine qualities, and learn from them whatever 
they can teach us. But, at the same time and especially 
in this Coronation year, let us avoid at all costs 
creating the mistaken impression that British account- 
ants cannot think for themselves. 

Yours faithfully, 
AN ENGLISH A.C.A. 


Allowance for Motor Expenses 


Sır, – I shall be glad if any of your readers can offer 
their views on the following: a client owns.a car 
which he uses in his business travelling 10,000 miles 
per annum. The Commissioners of Inland Revenue 
have decided that a charge of {£50 p.a. is adequate 
for motor expenses. The client is dissatisfied with 
this decision, as is the writer. What action should be 
taken? Yours faithfully, 
WASHINGTON. 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


EXTRACTS FROM THE ANNUAL REPORT FOR 1952 


The thirty-fourth annual eral meeting of members of 
The Institute of Cost and Works Accountants will be held 
on Saturday, May зоб, 1953, at the Royal Festival Hall, 
London, SEx. We reproduce below extracts from the report 
of the Council for the year ended December 3186, 1952. 


Membership 
During the year 669 persons were admitted to associateship; 
144 associates were admitted to fellowship; 17 members 
died and 28 members resigned; 5 memberships lapsed under 
Bye-law 23, leaving а net membership at December 31st, 
1952, of 3,912. . 
Registered Students 


The number of registered students at the beginning of the 
year was 11,188, and at the end of the year, 11,490. The 
net increase was accounted for by the addition of 2,128 new 
registrations, and 3 re-registrations, and by reductions 
occasioned by 666 transfers to associateship, 292 resig- 
nations, 14 deaths, and 857 lapsed under Bye-law 31. 


Comparative Figures 


The comparative figures of members and registered students 
at December 31st for the past six years are given hereunder: 


As at Registered 

December 31st Members Students Total 
194. 2,180 8,788 10,968 
194 2,415 9,816 12,231 
1949 REM 10,437 13,147 
1950 9 10,53 13,524. 
1951 3,293 11288 f 14,481 
1952 3,912 11,490 15,402 

Examinations 


The examinations held in June and December 1952 were 
conducted for the first time on the new examination syllabus. 
A total of 5,954 candidates presented themselves. 

о коте овие for the past six years аге as 
ollows: 


194 3,05 1950 5,767 
194 3,90 1951 6,947 
1949 4,517 1952 5,954 


Examinations at overseas centres have continued to be 
held twice yearly as in the case of home centres; 470 over- 
seas candidates sat for the examinations in June 1952, and 
544 in December 1952. 

The combined results of the examinations held in June 
and December 1952, are as follows: 





Мо. of 
ae d only) Candidates Passed Failed 
reliminary (Junerg52 only I17 47 70 
Intermediate, Part 1 NS .. 1,857 815 1,042 
Intermediate, Part II .. va. та 5 5a9 
Intermediate, Parts land II .. 61 282 334 
Final, Part A only БЯ Ра 476 187 9 
Final, Part B only 5 474 alr 
Final, complete .. 1,080 527 553 
5,954 2,926 3,028 


Fellowship in Management Accountancy 


At an extraordinary general meeting of members held а: 
Buxton on May 17th, 1952, the scheme for the establish- 
ment of the Fellowship in Management Accountancy, 
referred to in the last annual report, was formally approved. 

Full details of the syllabus, conditions for candidates, and 
regulations for the fellowship examination were published 
in a booklet in December 1952, and issued to all members. 

The first exarnination for the fellowship will be held on 


December 7th, 8th and gth, 1953. It is open to associates of 
the Institute and to members of The Institute of Chartered 
Accountants of Scotland, The Institute of Chartered 
Accountants in England and Wales, The Society of Incor- 
porated Accountants and Auditors, The Institute of Char- 
tered Accountants in Ireland, The Association of Certified 
and Corporate Accountants, The Institute of Municipal 
‘Treasurers and Accountants, and certain overseas bodies of 
accountants. 

The qualifying examination is a comprehensive one but 
exemptions in certain subjects are granted to members of 
the above-mentioned accountancy bodies according to the 
syllabus of their own qualifying examination. 

The need for a post-graduate qualification,-such as is now 
offered, has long been felt by the members of the account- 
ancy profession in industry. It is only after many years of 
careful research and after much deliberation that it has 
been possible to produce a practical scheme, which, since 
its original announcement in September 1951, has proved 
acceptable to informed opinion. 


Branches н 

The Council have continued to scouts the fullest possible 
programme of meetings, lectures, public meetings (includ- 
ing joint meetings with kindred societies), and visits to 
factories and works arranged by branches, sub-branches, 
groups and students’ societies of the Institute. It is once 
again desired to record sincere thanks to all lecturers and 
speakers who have made it possible to arrange such interest- 
ing and varied programmes for the benefit of members and 

istered students of the Institute. 

uring the year Eltham sub-branch has become a full 
branch; the extension of branch activities is indicated by 
the successful sponsoring by the Liverpool branch of a 
group at St Helen’s, a flourishing group at Wolverhampton 
under the auspices of the Birmingham branch, and a 
students’ society at Aberdeen. 


South Africa 


During the year the reorganization of Union of South Africa 
branches has taken place following the visit of the Institute’s 
Director referred to in the last rt. Centres have been 
established at Bloemfontein, Cape Town, Durban, Johan- 
nesburg, Port Elizabeth and Pretoria in the Union, and at 
Bulawayo and Salisbury in Southern Rhodesia. Most of 
these centres have already carried through an interesting 
programme of meetings, works visits, etc., and the others 
have planned their programmes to start in 1953. 

The new arrangements now established visualize the 
setting up of an advisory body (with representation from the 
various centres) for the whole of South Africa, to whom the 
Institute Council can look for guidance on matters of special 
concern to members and registered students in South Africa. 


Regional Conferences 


The one-day regional conferences, developed since the end 
of the war, have now become a regular feature of the 
Institute’s annual programme. Their continued popularity 
shows that they fulfil a real neéd, and the Council are 
grateful to the speakers and to the local organizing com- 
mittees who give freely of their time and on whose efforts 
the success at these events mainly depends. There have been 
three such conferences during the year, the subjects and 
speakers at which were as follows: 

Neweastle u Tyne, April sth, 1952. (а) "The account- 
ant’s responsibility in planning’, by Mr J. S. Knight, 
B.8C.(ECON.), A.C. W.A.; (b) *Factory administrative procedures 
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and their relation to financial control’, by Mr С. Е. Sutton, 
F.C.W.A., А.5.А.А. 

Manchester, October 11th, 1952. (а) "The cost account- 

.ant's relations with managers and men', by Mr F. C. 

Lawrence, M.C., B.SC.(TECH.), F.C.W.A.; (b) "Some aspects of 
financial control’, by Mr L. Frankland, F.c.w.a., A.C.A. 

London, November 1st, 1952. “The management account- 
ant in action': (a) ‘Sphere and opportunity’, by Mr Harry 
Norris, A.C.4.; (b) ‘Management’s requirements’, by Mr 
H. C. Rutherford; (c) ‘Presenting information’, by Mr A. 
Holdsworth, B.COM., F.C.W.A. 


Twenty-third National Cost Conference 


The Twenty-third National Cost Conference was held at 
The Palace Hotel, Buxton, Derbyshire, from Thursday, 
May 15th to Saturday, May 17th, 1952. The gathering was 
welcomed by the Mayor and Corporation of Buxton at a 
reception followed by dancing held in the Pavilion Winter 
Gardens. At the roll call with which the proceedings com- 
menced on Friday morning, representatives were present 
from all branches in the United Kingdom and Eire, and 
also from South Africa, and India. 

The presidential address was delivered by Mr A. W. 
Muse, F.C.W.A., F.A.C.C.A., and the paper at the morning 
session was given by Mr A. D. Mackay, B.COM., C.A., 
A.C.W.A., on ‘Cost reduction’, the subject for planned study 
by branches during the winter session 1952-53. 

After the luncheon break, Mr H. Wilmot, C.B.E., F.C.W.A., 
presented a paper on "Ihe training of management 
accountants’, 

The Institute annual banquet was held on Friday evening, 
May 16th, at The Palace Hotel, and over 300 members and 
guests were present. The guest of honour was Sir Vincent 
de Ferranti; M.C., and amongst other guests were the Mayor 
and Mayoress of Buxton, the Master and Mistress Cutler, 
and the Master of St Catharine's College, Cambridge. 


Research and Technical 


In April 1952, the Research and 'l'echnical Committee 
issued The Accountancy of Changing Price Levels in two 
editions, the main work, which may be regarded as a text- 
book on the subject, and an abridged version in pamphlet 
form. These publications were based on the planned study 
carried out by branches of the Institute and they were the 
first of their kind to be issued by an accountancy body in 
this country. 

The new Terminology of Cost Accountancy was issued 
during the year to replace Costing Terminology, which has 
been extensively used since its first publication in 1937. Тће 
new booklet now issued is the first stage in the preparation 
of a wider terminology for management accountancy. The 
Council realize that no terminology would be compre- 
hensive or final, for, like all other forms of living language, 
the terminology of cost accountancy must evolve and 
develop, and with this in mind they have established a 
permanent Terminology Committee. 

‘The branches completed the study of ‘Employee 
remuneration and incentives’, and the Research and 
Technical Committee have collated the reports and pre- 
pared a draft publication for consideration at the Twenty- 
fourth National Cost Conference. 

‘Cost reduction’ was the subject of research by the 
branches during the winter of 1952, and there is every 
indication that many useful contributions will be forth- 
coming. 

Collaboration continued with the Institution of Produc- 
tion Engineers, and in September 1952, the third report of 
the Joint Committee of the Institute and the Institution on 
“Measurement of productivity’ was published under the 
title of Work Study — Application and Training. Two further 
sub-committees of the Joint Committee are now preparing 
reports on Works Statistics and Production Control, the 
publication of which will complete the joint research into 
the measurement of productivity. 





У See The Accountant dated April sth, 1952, at page 348. 
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The research work on the costing of road haulage under- 
taken by the Joint Committee of the Institute and the 
Institute of Municipal Treasurers and Accountants, with 
the collaboration of groups drawn from the branches of 
both Institutes, has continued, and the report, as amended 
in the light of comments received from these groups, is now 
being prepared for publication. 


Appointments Bureau 
The Institute’s Appointments Bureau continues to operate 
a service for industry which in the course of the year earns 
a number of expressions of appreciation. Four hundred and 
ninety-three vacancies were handled during 1952, of which 
153 were filled through the Bureau and 62 remained open 
at the close of the year. 


Sixth International Congress on Accounting 
Fhe most important conference in the accountancy world , 
for many years past was the Sixth International Congress on 
Accounting, held in London from June 16th to 2oth, 1952. 
During the succeeding week, small parties visited Ireland 
and Scotland, where an interesting programme of sight- 
seeing and social events was arranged, in which the Irish 
and Scottish branches of the Institute took their share. 

''wo papers were prepared by members of this Institute, 
one by Mr W. S. Risk, B.COM., C.A., F.C.W.A., the Institute's 
nominee, who, with Mr Е. К. M. de Paula, C.B.E., Е.С.А., 
was а principal speaker at the session on the accountant in 
industry, and the other by Mr W. L. Birnie, B.COM., A.C.W.A., 
F.LA.N.Z., nominated by the Institute of Accountants of New 
Zealand, "who dealt with the accounting requirements of 
issues of capital. 

The President of the Institute, Mr S. C. Tyrrell, F.c.w.a., 
F.I.1.A., took the chair at one of the conference’ sessions. 


French Accountants’ Congress at Nancy 

The President, Mr S. C. Tyrrell, and the Director, Mr 
Stanley J. D. Berger, were guests of honour at the Con- 
ference of the Compagnie Nationale des Experts Comptables 
held in Nancy on September zoth-2and, 1952. At the main 
Congress session the President of La Société Industrielle 
de l'Est presented to Mr Tyrrell and Mr Berger the 
Médaille de Vermeil ‘en reconnaissance des services rendus 
a l'Industrie et au Commerce’, 


Industry and Commerce 

The Institute throughout the year has been called upon to 
assist national bodies in industry and commerce in a variety 
of ways. Representatives of the Institute served on com- 
mittees of such bodies as the British Standards Institution, 
the British Institute of Management, Chambers of Com- 
merce, and the British Productivity Council (successor to 
the Anglo-American Council on Productivity). At the 
request of the latter, two members of the Institute were 
nominated to serve on specialist teams to visit America, viz., 
the productivity teams on Fuel Conservation and Industrial 
Engineering. 


Members of the Institute in Practice 
The Council have approved regulations to be observed by 
members of the Institute who are in practice as consulting 
cost accountants. Practising certificates have been issued to 
ninety-three members of the Institute. 


Supporters to the Institute’s Armorial Bearings 
During the year the College of Arms granted Letters 
Patent for Supporters to the Institute's Armorial Bearings. 


Benevolent Fund, 

During the year contributions to the Benevolent Fund, in- 
cluding those under deed of covenant, amounted to £892, 
and a number of grants were made in approved cases, 
mainly for maintenance of children of deceased members 
5 the Institute. The Fund at the close of the year totalled 

9,530. 

The Council again thank all those who continue to sup- 
port the Fund as well as those who have more recently 
become donors or subscribers. 
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-THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


SEVENTIETH ANNUAL GENERAL MEETIN G 


The seventieth annual general meeting of the Chartered 
Accountant Students’ Society of London was held in 
the Hall of the Chartered Insurance Institute, 20 
Aldermanbury, London, EC2, on Friday of last week, 
‘The President, Mr S. Harold Gillett, M.C., F.C.A., was 
in the chair. 


Over Four Thousand Members 


The report of the committee for the year ended 
December 3186, 1952, records a further increase in 
membership which at the year-end numbered 4,169 — 
a rise of 267 on the previous year's figure. 

'The report records details of five general meetings 
held during the year—the annual meeting, the 
President's meeting, an articled clerks’ parliament, 
and two meetings for new members. At the President's 
meeting about 400 members heard a stimulating 
address entitled ‘Remember to be gay! by Lord 
Balfour of Inchrye. The Lord Mayor of London was 
also present and addressed the meeting. 


Meetings and Visits 

During the year six courses of lectures were organized 
for articled clerks at different stages of their training. 
Two mock meetings were also held. Attendance is still 
very disappointing in spite of the high standard of 
the lectures and the efforts of the Council of the 
Institute and of the District Society to bring home 
to articled clerks and their principals the importance 
of the wider education provided by the Students' 
Society. Students and their principals often #81 to 
appreciate that the object which the Students’ Society 
has before it, in organizing its lecture courses, is to 
make good the lack of practical knowledge in certain 
directions from which many students suffer in the ex- 
aminations. А lecture which appears to have a direct 
bearing upon an examination subject usually attracts a 
substantially larger attendance than one which, though 
it may be of even greater value, is not obviously close 
to the usual text-book lines. 

In the spring session a course of lectures on taxation 
was organized. The subject attracted active. interest 
and attendance was good. For the autumn session on 
cost a:counting, attendance at the early meetings was 
substantial, but showed a heavy fall towards the end 
of the course. During this course a number of meetings 
were held as an experiment in the West End at Ken- 
sington Town Hall. It was clear that a demand existed 
for facilities in this area and it is intended to continue 
the arrangement in future sessions so long as members’ 
support is shown. 

During 1952, parties of students were conducted 
round the head offices of four of the large banks, while 
other visits were made to the Royal Mint and the Ford 
Motor Works. 

'The Society gave up the use of rooms at the Institute's 
premises in Moorgate Place towards the end of the 
year and new rooms were taken at 111 Moorgate, EC2. 
They have been attractively equipped nd furnished 


1 Reproduced in The Accountant dated December 6th, 1952. 





and a reception to mark their opening was held on 
December gth.? 

The Society’s annual dinner took place at Grosvenor 
House, Park Lane, on December roth,? when about 
800 guests were present. Two dances were also held 
during the year at the Royal Festival Hall Restaurant. 

The statement of accounts for the year to December 
31st, 1952, shows a deficiency of £427. For the previous 
year there was a surplus of £593. 


Report and Accounts Adopted 


'The committee's report and the accounts for 1952 
were adopted after a review of matters of special interest 
and importance by Mr J. M. Watson, A.C.A., the chair- 
man of the committee. In the course of his review, 
Mr Watson referred to the fall in attendance at lecture 
and discussion meetings — though other meetings were 
well supported — and the continuation of experimental 
meetings in the West End. He expressed regret at 
the loss to the Debating Section by the retirement of 
Mr Е. R. Porter, F.C.A., A.C.W.A., and commented on 
the Society's publication Double Entry and the new 
post-Intermediate course of lectures. Members present 
raised one or two factual queries on the accounts but 
no discussion or suggestions bearing on the Society's 
activities emerged. Later in the meeting a special 
request for comments on Double Entry brought expres- 
sions of views mainly in favour of its continuance. 

The meeting accepted resolutions amending the 
.rules to provide for the appointment of trustees for 
the Society and to alter the provisions in connection 
with the retirement of members of the committee. 


Election of Trustees and Officers 


The first trustees of the Society are: Mr 5. Harold 
Gillett, M.C., F.c.4., Mr Т. B. Robson, M.B.E., M.A., 
F.C.4., Mr Douglas A. Clarke, LL.B., F.C.4., and Mr 
К. J. Carter, B.COM., Е.С.А. 

Mr S. Harold Gillett, M.C., F.c.A., was re-elected 
President of the Society with acclamation. 

'The following Vice-Presidents were re-elected with 
“fhe thanks of the Society for the lively interest and 
help which they had given to students in the past: 
Sir. Harold Barton, F.c.A., Sir Russell Kettle, Р.С.А., 
and Mr Т. B. Robson, м.В.Е., M.A., F.C.A. 

Mr Douglas A. Clarke, LL.B., F.C.A., who retired from 
the honorary treasurership following his election to the 
Council of the Institute, was heartily thanked for all 
that he had done for the Society. Mr R. P. Matthews, 
B.COM., F.C.A., was elected to succeed him. 

The hon. auditors, Mr W. E. Parker, C.B.E., FOAL, 
and Mr H. Garton Ash, O.B.E, M.C., F.C.A, were 
thanked and re-elected for the current year. 

All the retiring members of the committee were 
re-elected. 

The meeting closéd with a very hearty vote of thanks 
to the President, Mr Gillett. 


3 See The Accountant dated December 27th, 1952. 
3 See The Accountant dated December 20th, 1952. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 
THe Presipent’s DINNER 
The President of the Institute, Mr Т. B. Robson, 
M.B.E., M.A., F.C.A., gave a dinner last Tuesday, at the 
Hall of The Institute of Chartered Accountants in 
England and Wales, Moorgate Place, London.. The 
following guests were present: 

Messrs A. M. Allen, W. M. Allen, Mrs W. Amor, 
Messra Н. M. Angus, Н. Garton Ash, 0.B,B., M.C., Sir 
Eric Bamford, K.C.B., K.B.E., C.M.G., Mesars R. W. Bankes, 
c.B.E., C. Percy Barrowcliff, W. L. Barrows, Sir Harold 
Barton, Messrs Т. A. Hamilton Baynes, H. Beer, C.B., 
Stanley J. D. Berger, M.c., Sir Bernhard Binder, Messrs 
T. Fleming Birch, James Blakey, R. О. Blyth,.C. W. 
Boyce, c.B.z., John B. Braithwaite, E. P. Broome, Sir 
Sam Brown. 

Messrs w G. Campbell, P. F. Carpenter, W. S. 
Carrington, L. F. Cheyney, H. R. Clark, D. A. Clarke, 
L eines R. C. Clifford-Turner, J. M. S. Coates, O.B.E., 

S. W. Cornwell, E. С. Corton, I. A, Е. Craig, 0.8.2, D. E 
Darker, Rt. Hon. Lord De L’Isle and Dudley, v.c., Messrs 
5. M. Duncan, Derek du Pré, А. С. Falkner, У. W. Fea, 
Sir Archibald Forbes, Messrs George R. Freeman, G. N. 
Fullagar. 

Messrs H. James Gittoes, H. E. Gorick, Garfield G. 
Goult, P. F. Granger, C. A. Harrison, 0.B.E., N. B. Hart, 
O.B.E., T.D., D.L., М. С. J. Harvey, Sir David Allan Hay, 
K.B.E., Messrs E. F. Hitchcock, c.p.z., D. V. House, H 
Crewdson Howard, Sir Harold Howitt, G.B.E., D.8.0., M.C., 
Mr T. Howorth, Brigadier S. O. jones, ‘OBE, M.C., 
Mr W. Gerwyn Jones, Sir Russell Kettle. 

Rt. Hon. Lord Latham, Dun J. C. Latham, D.L., 
W. Н. Lawson, C.B.&., Sir Е rank Lee, K.C.B., C.M.G., 
Messrs M. A. Liddell, Thomas Lister, Miss С. L. Loring, 
Messrs C. H. S. Loveday, Thomas С. Lund, c.B.E., 
E. H. V. McDougall, W. R. MacGregor, Alan S. Maclver, 
M.C., J. S. Mackenzie, P. Morgan-Jones, J. M. Napier, 
C. H. Nicholson, L. H. Norman, W. Charles Norton, 
M.B.E., M.C. 

Messrs W. E. Parker, c.p.z., S. J. Pears, С. О. Peat, M.C., 
R. M. Percival, С. H. Pollard, о.в.в., Rt. Hon. Lord 
Radcliffe, Messrs P. M. Rees, M.c., G. E. Richards, E. M. 
Robinson, 0.3.8, T.D., L. W. Robson. 

Messrs G. F. Saunders, K. H. Saunderson, Rev R. F. V. 
Scott, D.D., Messrs Gilbert D. Shepherd, M.B.E., К. С. 
Shuttleworth, Basil Smallpeice, Alan С. Smeeton, M. A. 
Smith, К. W. Smith, o.B.E, т.р., E. P. Southall, E. E. 
Spicer, C. M. Strachan, O.B.E., Henry G. Strauss, Q.C., 
M.P, 

Messrs E. Duncan Taylor, D. C. Tewson, H. ve 
Thomson, С. L. C. Touche, J. Millard Tucker, Q.C., 
E. Gordon Turner, м.с., S. C. Tyrrell, W. С. Vincent, 
A. D. Walker, Т. Walton, Sir Nicholas Waterhouse, K.B.E., 
Measrs E. F. С. Whinney, R. P. Winter, M.C., T.D., Е. M. 
Wilkinson, G. G. Youngs. 

‘There were no formal speeches. The toast of “The 
Queen’ was proposed by the President and Lord 
De L'Isle and Dudley proposed the toast of ‘The Presi- 
dent’;. Mr Robson replied. During the evening 
entertainment was provided by Michael Bailey, “The 
Асе of Knaves.' 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on April rst, 1953, who completed 
their Fellowship or Membership before April 14th, 
1953. 


Associates elected Fellows 

Anderson, Harry; 1932, A.C.A.; (Greenwood, Anderson & 
Co), 23 Cheapside, Cleckheaton, and at Heckmondwike. 

Bradshaw, Anthony Arthur; 1947, A.C.A.; (Mills, Hawes, 
Harper & Co), High Street, Cranleigh, Surrey, and at 
Guildford and Woodford Green; also at London (Mills, 
Hawes, Harper & Co), (Brewer & Knott) and (Waters 
& Co). 

Clark, Dudley Geo ова; 1933, A.C.A.; з St Helen's 
Place, London, E EC. 

Foster, Robinson Whitehead; 1938, А.С.А.; (R. L. Marsden 
& Co), Elder Way, Chesterfie d, and at Alfreton. 

Gardiner, Denys Bentham, T.D.; 1948, A.C.A., (Gardiner, 
Hunter & Co), Farleigh House, 33 Lawrence Lane, 
London, ЕС2. . 

Gould, Bruce; 1930, А.С.А.; (B. Gould & Co), Trinity 
Square, Axminster, Devon. 

Kahn, Douglas Haig Evans; 1940, А.С.А.; (*C. Neville 
Russell & Co), Poultry Chambers, 11 Poultry, London, 


ЕС2. 

Leech, Gordon Price; 1947, А.С.А.; (Harolde Leech & 
Son), 9 Walker Terrace, Bensham Road, Gateshead, 8. 

Lundy, John Herbert;. 1941, A.C.A; (*Laverick, Walton 
& Co), Midland Bank Chambers, Sunderland, and at 
Newcastle upon Tyne. 

Moss, Stanley Edgar; 1947, ana ЖЕ High Street, 
Walton-on-Thames, and at East M 

Neild, Peter Langford; 1939, А.С.А.; anne Harrower, 
Barham & Co), College Hill Chambers, London, EC4. 

Rickaby, Robert; 1933, A.C.A.; (*Laverick, Walton & Со), 
Midland Bank Chambers, Sunderland, and at Newcastle 
upon Tyne. 

Steen, Claude Irving; 1930, A.C.A.; (*Dunn, Wylie & Co), 
5 Drapers’ Gardens, Throgmorton Avenue, London, ЕСа. 

Vine, John Stanley Howard, p.s.c.; 1939, A.C.A.; (George 
Pykett), College Hill Chambers, London, EC4, and at 


Harrow. 
(Not in England or Woles) 

Bullen, Henry Meredith, ма 1933, A.C.A; (*Deloitte, 
Plender, Griffiths, Annan & 0), 629 Grand Parade 
Centre (P.O. Bor 1604), Addere) Street, Cape Town, 
South Africa. 

Admitted as Associates 
(Not tn Practice) 

4006, Geoffrey John Stuart, 40 Bloxham Road, Banbury, 

on 


Martindale, Kenneth, 7 Throstle Nest Avenue, Wigan. 
Newell, David Beverley; with *Whinney, Smith & Whinney, 
4B Frederick’s Place, Old Jewry, London, ЕСа. 
Sims, Brian, 121 Wantage Road, Reading. 
Taylor, Philip James; with Armitage & Norton, Somerset 
ouse, George Square, Halifax. 


(Not in England or Wales) 
Chancellor, Russell Edwin; with *Price Waterhouse & Co, 
31 Macquarie Place, Sydney, N.S.W., Australia. 


Former Member readmitted to Membership 
Jenkins, Frederick Seymour, with Albert Goodman & Co, 
з Hammet Street, Taunton. 


Personal 

Messrs WHINNEY, SMITH & WHINNEY, Chartered 
Accountants, of 48 Frederick’s Place, Old Jewry, 
EC2, announce that they have admitted into partner- 
ship Mr W. F. MASTERS, M.B.E., A.C.A., А.5.А.А., who 
has been associated with the firm for a number of 
years. 

*placed against a Firm Name signifies that the Firm is 
not exclusively composed of members of the Institute. ` 
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Messrs Наке, Wilson & Co, Incorporated Ac- 
countants, of 14 Byron Parade, Hillingdon, Middlesex, 
regret to announce, after many ppy years of 


. association, the enforced retirement of Mr SAMUEL 


WILSON, F.C.A., F.S.A.A., on medical advice, as from 
April 30th, 1953. The practice will continue to be 
carried on at the-same address and in the same name 
under the direction of the remaining partners, 
Mr 5. C. HARE, F.5.4.4,, and Мг В. А. DEAVES, 
A.S.A.A. 

Messrs HUMBLE & GLENTON, Chartered Account- 
ants, of 4 Cloth Market, Newcastle upon Tyne, 
announce that Mr WILLIAM GAWEN MACKEY, A.C.A;, 
has been admitted into partnership as from April 6th, 
1953. The name of the firm will remain unchanged. 

Messrs REDDALL, OsBonNE & Со, Chartered 
Accountants, of 1 Guildhall Chambers, Basinghall 
Street, London, EC2, announce that Mr LEONARD А. 
REDDALL, F.C.A., retired from the practice on April 
3oth, 1953. The remaining partners, Mr R. J. 
OSBORNE, F.C.4., and Mr L. J. REDDALL, A.C.A., will 
continue to carry on the practice from the same 
address. 

Messrs Borron, Вілллүлмт & Co, Chartered 
Accountants, 6 Friar Lane, Leicester, announce 
that as from May 1st, 1953, the present partners, 
Mr Jonn B. BULLIVANT, F.C.&, and Mr В. Dents 
Lea, F.C.&, have admitted into partnership Mr 
КІСНАВр С. WirEkES, A.C.A., and Mr Davp С. 
BROWNING, A.C.A., both of whom have been members 
of their staff for some years. The firm's name 
remains unchanged. 

Messrs Н. L. BERLAK & Co, of 32 Watling Street, 
London, ЕСА, announce with deep regret the 
sudden death of their principal, Dr Н. L. BERLAK, 
Е.5.А.А., on March x2th. Arrangements have been 
made under which the practice will be carried on by 
Messrs К. V. C. RIDLEY, в.с.А. Р. С. HESLOP, 
F.c.A., апі H. SAINER, Р.С.А., in partnership with 
Mr К. J. DESSAUER, A.C.A., who has been a close 
associate of the late .Dr BERLAK for some time. The 
practice will be continued under the style of H. L. 
BrRLAK & Co, Chartered Accountants, at its present 
offices. 

Mr LLEWELYN Н. WRIGLEY, Е.С.А., C.A.(ONT.), 
announces that as from May rst, 1953, he will practice 
at Copthall House, 13 Copthall Avenue, EC2 
(Telephone: Monarch 2609) and at 18 Wickham 
Court Road, West Wickham, Kent (Telephone: 
Springpark 4990) in the name of LLEWELYN Н. 
WRIGLEY & Co, Chartered Accountants, and not as 
А. W. S. Jackson & Co as hitherto. 
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Messrs FRANKLIN, GREENING & Co, Chartered 
Accountants, of Imperial Chambers, Norfolk Row, 
Sheffield, 1, announce with deep regret the death, 
on April 28th, of Mr GEORGE EDMUND GREENING, 
F.C.A. 

Messrs GuNpRY, Core & Co, Chartered Account- 
ants, of 3 Great Winchester Street, London, EC2, 
announce that they have admitted into partnership 
Mr PETER GERALD HOUNSRFIELD, A.C.A., who has been 
a member of their staff for many years. 

Mr Norman R. RIGBY, F.C.A., practising as 
Norman К. RiGBv, Chartered Accountant, at 55 
Market Street, Manchester, 1, announces that as 
from May 1st, 1953, he has taken into partnership 
Mr Мпллам SUFFELL, A.C.A. The practice will be 
continued at the same address under the style of 
RIGBY, SUFFELL & Co. 


Professional Notes 


Mr Н. C. Thomson, c.a., has been appointed a 
director of Charles Brand & Son Ltd, civil engineering 
contractors. 

Sir Richard Yeabsley, C.B.E., F.C.A., F.3.4.4., deputy 
chairman of Brown Brothers Ltd, has been appointed 
chairman of the company. Sir Richard, a partner in 
the firm of Hill, Vellacott & Co, is a member of the 
Council of the Society and chairman of the Incor- 
porated Accountants' London and District Society. 
He has served on several committees of inquiry and 
commissions. 

Mr M. С. Spriggs, M.A., A.C.A., has been appointed 
chief accountant of Vickers and Vickers-Armstrongs 
in succession to Mr W. B. Motum, who has retired. 

Mr Brian O'D. Manning, D.L., J.P., F.C.A., has 
been appointed a director of Wandsworth Borough 
News Co Ltd. 


Obituary 


GEORGE EDMUND GREENING, F.C.A. 
We have learned with regret of the death, on April 
28th, of Mr George Edmund Greening, F.C.A., 
senior partner in the firm of Franklin, Greening & 
Co; Chartered Accountants, of Sheffield. 

Mr Greening was admitted an Associate of the 
Institute in 1905 and was elected a Fellow in 1922. 
He was clerk of the Sheffield Queen Victoria Trust 
and together with Mr W. R. T. Whatmore, M.C., 
B.A., F.C.A, was joint liquidator of the Bolsover 
Colliery Co Ltd. 

A life member of Abbeydale Golf Club, Mr 
Greening was largely responsible for the layout of 
the new course. He was a member and honorary 
treasurer of Lindrick Golf Club and was also a 
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member of the Sheffield Club, Sheffield Amateur 

Sports Club and the Longshaw Sheepdog Trials 
Association. `. ; 

; In Parliament 

War DAMAGE: Busrness CLAIMS: PAYMENT 


Mr H. A. Price asked the President of the Board of 
Trade when he proposes to settle the outstanding 
claims under the Business Scheme of Part IT of the 
"War Damage Act, 1943. | 

Mr P. ТНОЕМЕУСКОЕТ: I propose, in agreement 
with my right hon. friend the Chancellor of the 
Exchequer, to pay the claims, with accrued interest 
less tax, on October 1st, 1953. 


Hansard, May 1st, 1953. Written Answers. Col. 124. 


Ап Accountancy Postage Stamp 


А postage stamp to commemorate the holding of 
an accountancy conference has been issued in Brazil. 
This, so far as we are aware, is 
the first time that a stamp has 
been issued to mark an account- 
ancy occasion. 
ле —машет) The conference was held in 
HUE Porto Allegre in southern Brazil 
last February, and we reproduce the accompanying 
replica of the stamp by kind permission of the. 
Brazilian Embassy. | 





UE 


Official Receiver Appointments 


The Board of Trade has appointed Mr Christopher 
Albert Тауог to be Official Receiver for the Bank- 
ruptcy District of the County Courts of Ipswich, 
Bury $t Edmunds and Colchester, with effect from 
May 19, 1953, following the retirement of Mr 
Kenneth Ernest Fisk. ' 

The Board has also appointed Mr Walter Arthur 
Bishop to be Assistant Official Receiver for the 
Bankruptcy Districts of the County Courts of 
Ipswich, Bury St Edmunds and Colchester; the 
County Courts of Cambridge, Peterborough and 
King’s Lynn; and the County Courts of Northamp- 
ton, Bedford and Luton. The appointment takes 
effect from May rst, 1953. 


The Institute of Internal Auditors: 
London Chapter 
A meeting of the London Chapter of The Institute of 
Internal Auditors was held last Wednesday at The 
Kingsley Hotel, London, WC1. Mr A. L. Watson, 
President of the Chapter, was in the chair and an 
address was given by Professor W. T.. Baxter, B.COM., 
C.A., Professor of Accounting, University of London, 
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on ‘Accounting principles in relation to company 
accounts: the clash in current theory'. We hope to 
reproduce Professor Baxter’s lecture in an early issue. 


The Institute of Cost and Works Accountants 
. . LIVERPOOL AND DISTRICT BRANCH 

At the recent annual meeting of the Liverpool and 

District Branch of the Institute of Cost and Works 

Accountants, the following officers were elected for 

the ensuing year: 


President: Mr Е. Nuttall, F.C.w.A. ' 
Chairman: Mr Е. W. Frodsham, A.8.A.A., A.C.W.A. 


Hon. Secretary: Mr К. D. Hughes, А.А.С.С.А., F.C.W.A, ` 


А.С.1.8., F.R,ECON.S. ` 
Hon. Treasurer: Mr К. Т. Rickers, A.C.W.A. 


Overseas Economic Surveys 
A survey of economic and commercial conditions in 


- India has been published by Her Majesty’s Stationery 


Office, price 115 (post free 11s 6d). This is the latest 
volume in the series of Overseas Economic Surveys 
issued by the Commercial Relations and Exports 
Department of the Board of Trade. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant оғ. Mav 11TH, 1878 
The Society of Accountants in England 
Extract from the discussion at the sixth annual general 
meeting held in May, 1878. 

Mr. J. U. Wing said he had to propose a resolution, 
which he trusted would be carried unanimously. He 
moved -'"lhat the "Members of the Society of 
Accountants in England acknowledge the great good 
that has been done to the profession by the publica- 
tion of The Accountant newspaper, and that the 
thanks of the Society be, and are hereby accorded 
to Mr. Gee, the proprietor, for his past exertions; 
and that the Members of the Society of Accountants 
in England hereby pledge themselves to use every 


legitimate means in their power, by the introduction ` 


of advertisements and otherwise, to support The 
Accountant newspaper." A great deal of good would 
be done to that newspaper by members taking an 
active part in supporting it. Mr. Gee deserved their 
best thanks, for he had always written in the true 
interests of the profession. The Accountant was an 
acknowledged newspaper throughout the country, 
and was taken by the members of the Institute as 
well as members of this Society, and accountants 
belonging to no society at all. i 

Mr. Robinson seconded the resolution. . ... The 
resolution was then put to the meeting, and carried 
unanimously. 
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THE INSTITUTE’S YEAR 


HE record of the proceedings of the seventy-second annual 

meeting of The Institute of Chartered Accountants in 

England and Wales, held on Wednesday of last week, which 
appears on another page, and the report for 1952 of the Council, 
previously circulated to members and reproduced in our issue of 
April 25th, chronicle another year of high endeavour and achieve- 
ment, The continuing growth of the Institute, as measured by the 
conventional symbols, is undeniably impressive. The membership 
on January Ist, 1953, was 16,856, a neat, net increase in twelve 
months of 777. The excess of income over expenditure for the 
year was {7,535 after charging the Institute's share (£6,917) of 
the cost of the Sixth International Congress on Accounting. The 
accumulated fund at December 31st, 1952, was £165,167, which 
exceeds the immediate Lucus figure of £163,632 for the 
first time. 

Important as these statistics are as pointers to numerical and 
financial strength, the real power and influence of the Institute 
lie, as always, in the high quality of its intellectual contributions 
towards the solution of the many problems of modern society. 
In 1952, the range of the Council's activities was as compre- 
hensive as at any time in the Institute's long history. Outstanding 
among these was the part its representatives played in the organiza- 
tion of the Sixth International Congress on Accounting held at the 
Royal Festival Hall last June. In the previous month the Council 
had published Number XV in its series of recommendations on 
accounting principles. This scholarly restatement of the Council's 


. views on accounting in relation to changes in the purchasing 


power of money must have helped to crystallize the views of many 
accountants, both en such formal occasions as the opening business 
session of the Congress, when this topic was considered at length, 
and in countless subsequent informal discussions and debates. 
Other declarations of opinion during the year include memoranda 
to the CHANCELLOR ог THE EXCHEQUER on the 1952 Finance Bill 
and to the Gedge Committee on the question of the introduction to 
this country of the no par value share system. Further submissions 
were also made to the Board of 'Trade on matters for consideration 
on revision of the Companies Act, 1948, and to the Royal Commis- 
sion on the Taxation of Profits and Income as a result of ques- 
tions put to the representatives of the Institute who gave oral 
evidence on behalf of the Council. In addition to these major 
labours, the Council has continued, as before, to make pronounce- 
ments in these columns for the guidance of members on current 
points of professional conduct and policy. It is apparent from the 


:timeliness of these periodic obiter dicta that the Council agrees _ 


with the maxim that liberty is conditional upon eternal vigilance. 
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Because it is complementary to it but prepared 
at a more recent date, the PRESIDENT'S speech may 
respectfully be said to be to the annual report 
what the stop-press column is to an evening 
newspaper. Although no one with an.eyé or án 
ear for good English would compare the fully 


rounded prose of this year's President with the. 


staccato style of a late news^item, Mr Rosson 
has managed to convey a fine sense of urgency 
into-his review of the latest developments in the 
profession. Apart from. his references to such 


domestic matters as examination statistics —in ` 


"which he reiterates the assurance, made in a 
speech at Sheffield earlier this year, that the 
Institute's examination standards never deviate 
from the absolute - the general part of Mr 
Rosson’s address deals with a number of 
issues of considerable importance to the profes- 
sion and to the community it serves. One of 
these is the vexed question of 'co-ordination and 
quacks’. The latter being the apparently irremov- 
able obstacle to the former, no immediate 
solution, consistent with the maintenance of the 
existing standards of performance of the estab- 
lished accountancy bodies, offers itself. The 
ultimate answer may well be, as the President 
suggests, to educate the public who are, as it 
happens, the chief sufferers from lack of discrim- 
ination in selecting suitable professional advisers. 

Another point of ‘pith and moment’ which 
Mr Rosson raises concerns the special qualifica- 
tions which are now popularly supposed to be 
necessary for that aspect of professional activity 
known as management accounting. Here, as in 
the case'of co-ordination, it is essential to keep in 
mind that accountancy work in all its phases 
should be the prerogative of those who have been 
specifically trained for it. As we have pointed. out 
before, the careful blend of the academic and the 
practical afforded by the curricula of the recog- 
nized accountancy bodies strengthens character 
and stimulates initiative. These qualities, together 
with the incomparably sound understanding of 
accounting principles which the examination 
syllabuses ensure, must always form the basic 
equipment for any young man of enterprise 
and ambition, intent upon a successful career in 
industry. 

Many accountants must have been wondering 
what progress has been made by the Institute in 
its joint consultations with other accountancy 
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bodies on the subject of accounting in relation 
to changes in the purchasing power of money. 
'The answer, supplied by the PRESIDENT, is that 
the official comments of the Councils of the 
invited bodies on certain vital matters which, 
presumably, were ventilated at the meeting held 
last November, have not yet been received by the 
Council of the Institute. It would be quite wrong 
to assume that, because the menace of inflation is 
témporarily receding, agreement on a solution 
to the problem is no longer urgent. In the present 
uncertain state of the world, dangers are inherent 
in each successive economic phase, favourable 
or unfavourable. Deflation (or, if one prefers the 
term, disinflation) has its problems no less grave 
than those of inflation and an authoritative lead 
by the profession, adaptable to any economic 
situation yet constantly compatible with truth, is 
still eagerly awaited by the bewildered business 
community. 

In the course of the past year, the PRESIDENT has 
had many opportunities – which he has grasped 
admirably – of making known his views on the 
present burden of taxation. Towards the end of 
his address he welcomes what reliefs the Budget 
has brought as ‘a modest incentive to pro- 
prietors, managements and employees’ but repeats 
his fully justified complaint about the difficulties, 
under present conditions, which militate against 
self-employed persons trying to provide аде- 


quately for their old age. These deterrents to 


thrift, together with the unfair taxation of income 
from certain kinds of annuity mentioned by Lord 
LATHAM in his recent Presidential address to the 
Association, would appear to be part of an organ- 
ized conspiracy against well-earned retirement. 
Accountants are sometimes accused of being 
80 preoccupied by the narrow material considera- 
tions of their calling that the wider meaning and 
purpose of life eludes them. This criticism is 
unjustified because the search for truth — which 
is, in fact, the accountant’s aim — and the quest 
for beauty are commonly held to be the two 
aspirations of man which distinguish him from 
the beasts of the field. The decision of the 
Council to hold an annual religious service reveals 
its awareness of the spiritual deficiencies of our 
times. It also testifies to its faith in the principles 
of Christianity without respect for which the 
pursuit of either truth or beauty can have no real 


significance. 
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THE LOCATION OF AN EMPLOYMENT 


377), the principle was. affirmed that, in 

determining where an employment is located, 
regard must be had not to the place where the 
activities of the employee are exercised but to 

‘the place either where the contract for payment is 

deemed to have a locality of where the payments 

аге made, which may mean the same thing.’ ` 

This rule is quite different from that applicable 
to trades and businesses; there, the decisive factor 
is where is the trade or business carried on: "The 
reason for the difference is that in the latter case 
it is impossible to point to a particular contract 
and say that that is the source of the income. 
Similarly, in the case.of professions and vocations, 
a doctor, or an actor, carries on the same calling 
wherever the engagement is made or the work 
performed. ‘On the other hand, an employment 

 &rises from the contract of employment and it is 
in the light of that contract that the locality of the 
source of the income‘niust be ascertained. Bennet 
v. Marshall laid down: that the place of payment 
is the: most important factor in deciding this 
question. But it is hot necessarily decisive; the 
position might well be different if both the 
employer and einployee were in the same place, 
especially if the contract were made there as well, 
for it is hardly to be supposed that, say, an 
employee of the L.C.C. would have a foreign 
employment assessable under Casé V merely 
because the authorities at County Hall decided 
to pay his salary in Jamaica. | 

It is, of course, the question of whether Case У 
applies, ie. whether the employee is assessable 
on a remittance basis, which makes the. locality of 
the employment so important in the case of a 
person resident here. The difference in tax 
liability between assessment under Case V and 
Schedule E will frequently still be substantial in 
spite of clause 22 of the Finance Bill, which aims 
at nullifying the effect of C.I.R. v. Gordon (33 
T.C. 226; 31 A.T.C. 165) and Hall о. Marians 
(19 Т.С. 582; 14 A. T.C. 93). 

То a person not resident here, the question of 
locality may be even more important since if the 
employment is situate abroad, he may not be 
liable to United Kingdom income-tax at all. 

The present rules were established in a case 
where it suited the Crown to show that they 


I: Bennet v. Marshall (22 Т.С. 73; 16 A.T.C. 


represented the true principles applicable, for, 
in Bennet о. Marshall the Court of Appeal based 
their views on the House of Lords decision of 
Pickles v. Foulsham (9 Т.С. 261; 4 А.Т.С. 133) 
where the agent for a British company in West 
Africa whose remuneration was payable in the 
United Kingdom was held not to be assessable 
under Case V. In general, however, the present 
rules do not suit the Revenue and they have 
recently taken two test cases to the House of Lords. 

In Bray v. Colenbrander!, the respondent was 
the London correspondent of a Dutch newspaper 


: Who was resident in the United. Kingdom for tax 


purposes for the relevant year and. almost the 


"whole of whose duties were performed here. His 


remuneration was payable in Holland and part 
was in fáct paid there. By arrangement the balance 
was remitted to London. Тће House of Lords 
have now affirmed the view that he was not 
assessable. under Schedule E but under Case V, 
Le. in respects of remittances only. Harvey 9. 
Breyfogle! was: в: similar case concerning the 
London manager of- an American bank. 

‘Two additional matters were dealt with in the 
House of Lords in the former of these cases. In 
the first place, it was pointed out that in Bennet v. 
Marshall there was a slip right at the end: of Sir 
WILFRED GREENE'S judgment; the source should 
have been the U.S.A., not: Canada. Secondly, 
Lorp NOoRMAND referred to the uneasiness which 
he would have felt in reversing Bennet v. Marshall 
fifteen years after it had been decided and when 
very many contracts must have been entered into 
on the faith that it was correct. Since, however, 
the House was upholding Bennet v. Marshall it 
was not necessary to form a concluded view on 
the point. 

The Revenue’s odd procedure in dealing with 
this point is reminiscent of that adopted with 
regard to Hall v. Marans. An inconvenient, 
though clearly correct decision of the Court of 
Appeal is left undisturbed for many years and 
then an almost identical case is taken all the way 
to the House of Lords. If the Crown's not 
unexpected failure is again to be followed by ` 
legislation one might well ask why these test 
cases were ever brought. 


1 Fot the full details of the facts of these cases, see The. 
Accountant dated May gth, 1953, at pages 570-1. 
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THE TRANSPORT ACT, 1953 


Royal Assent, almost exactly one year after 

the publication of the Government White 

Paper on transport policy which we reviewed in a 
leading article in our issue of May 17th, 1952. 

The legislation to reorganize the railways re- 

solves itself into only two sections. Under it the 

Transport Commission must, within twelve 
months submit a scheme which is to provide: 


(a) for the abolition of the Railway Executive; 
(b) for the setting up of area authorities; 


(c) for the delegation to those authorities of 
functions of the Commission relating to 
those areas; and 


То Transport Act, 1953 has received the 


(d) for the compilation and publication as 
respects each area of statements of operat- 
ing costs and statistics. X 


The area basis may not be appropriate for all 
the functions of the Commission and, accordingly, 
the scheme may provide for separate authorities 
to take over such functions. Ја addition, the 
Scheme may provide for co-ordinating authorities 
either for the whole railway system or for parts 
of it. The extent and nature of the Transport 
Commission's own control is, of course, to be set 
out, but in any case the Commission are to have 
*general financial control and general control of 
the charges to be made for the services and 
facilities provided’. The scheme need not deal 
with the undertaking of the London Transport 
Executive. 

Section 17 provides that when the азе has 
been submitted to the MINISTER he shall consult 
with interested bodies, in particular with the 
National Coal Board, and he may then approve 
the scheme with or without modifications. 'The 
scheme can be revoked subsequently and be 
replaced by another scheme, the same procedure 
- being adopted. Approval is to be by means of an 
order which has first been submitted to Parlia- 
ment and approved by both Houses. 

Since the Transport Commission themselves 
are to prepare the scheme, it should be a work- 
able one. Moreover, the provision for subsequent 
alteration will give a flexible framework to deal 
with subsequent changes. However, the present 
members of the Commission face the termination 


of their period of office next August, long before 
the scheme can be ready, and their successors are 
not yet known. 

Accountants will note the provisions of (b) 
above. Ав the Commission is to retain financial 
control, separate and no doubt voluminous figures 
for areas will proceed largely on an arbitrary 
footing and it may be doubted whether they will 
serve any purpose useful enough to justify the 
expense. 

The most controversial part of the Act, that 
providing for the denationalization of road haul- 
age, occupies the first fifteen sections and three 
of the five schedules. The Commission are to 
wind up their road haulage undertaking as quickly 
as possible. A Road Haulage Disposal Board con- 
sisting of six members appointed by the MINISTER 
is to have the oversight of the winding-up process 
and to make half-yearly progress reports. 

The Commission is to offer ‘transport units’ 
for sale by tender, with the object of enabling the 
purchasers to start business without delay. In 
determining the constitution of a ae the: Com- 
mission are to 

‘have regard to the desirability of securing that 

persons desirous of entering or re-entering the 

road haulage industry have a reasonable oppor- 
tunity of doing so notwithstanding that their 

resources permit them to do во only if their opera- . 

tions are on а small scale’. - 

A unit must not exceed fifty vehicles ог 200 tons 
in unladen weight, although exceptions may be 
allowed. Subject to this, the transport units are 
to be determined with a view to securing that the 
best price is obtained for the undertaking as a 
whole. 

There are detailed provisions for the grant of 
licences, for the abolition at the end of 1954 of the 
twenty-five-mile limit, for the charge on individual 
vehicles of a transport levy, and for the setting 
up of the Transport Fund with which to com- 
pensate the Commission for its inevitable losses 
as a result of the change. The levy will be col- 
lected through the motor taxation machinery. 
For a two-ton lorry it will work out at first at 
between £2 and £3 a year. Presumably the levy 
will be a permissible deduction for tax purposes 
so that the general body of taxpayers ia bear : a 
good proportion of the loss. 
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THE FINANCE BILL-III 
DEBATE ON THE SECOND READING 


HE debate on the second reading of this 
year’s Finance Bill, which took place in 
the House of Commons on May 7th, was 
concluded without a division. In its general aims 
it evoked only half-hearted opposition although 
some of the individual clauses promise to be 
hotly contested in the committee stage. 
The restoration of initial allowances appears 


to have given almost universal satisfaction, tem- . 


pered by disappointment that the former 40 per 
cent for plant and machinery has been only half 
restored. 'The CHANCELLOR considered that the 
additional 20 per cent would be too costly to the 
Exchequer, but of course it is well known that 
initial allowances really only amount to a loan 


to the taxpayer which he must repay in the form — 


of decreases in wear and tear allowances in future 
years. Moreover, last year's tightening up of the 
. provisions governing balancing charges means 
that the initial allowances will cost less. 

Some anxiety was expressed about the equity 
of large initial allowances for motor-cars. There 
is no doubt that those motorists who are able to 
charge up a large proportion of their motoring 
costs for tax purposes are in a very favourable 
position compared with those who must meet the 

- whole cost out of net taxed income. 

The grant of 40 per cent initial allowances for 
mining works, and the extension of capital 
allowances to fishing and oversea pastoral and 
agricultural undertakings show that the Millard 
Tucker recommendations for the use of initial 
allowances as an instrument of economic policy 
has been accepted, at any rate partially. 

The CHANCELLOR had a novel answer to the 
Opposition complaint about the reduction in the 
maximum combined rate of income-tax and sur- 
tax. He pointed out that when this maximum 
rate was 19s 6d in the £, the lowest rate of income- 
tax was 35 in the £, showing a ratio of 6*5 to 1. 
Now that the two figures were 19s and 2s 6d 
respectively, the ratio was 7*6 to І. 

Sm Guy Lrovp expressed a disappointment 
which will be shared by many that the Снам- 
CELLOR had not taken the opportunity to tidy up 
income-tax administration. He called for a stream- 
lining of the administrative side, with a single 


assessment of direct taxation to include all the 
income of an individual under all the schedules. 
We would observe that the abolition of Schedule 
А would go some way towards this. 

Another member suggested the abolition of 
income-tax on wages, arguing that the £30 million 
collected under P.A.Y.E. did not warrant the 
elaborate machinery of that system. Certainly, 
in view of the comparatively small amount now 
paid by most individuals there seems to be good 
reason for simplifying its collection. It has to be 


_borne in mind that a great deal of the work is 
done in establishing the right of millions of wage- 


earners to complete exemption and therefore 
produces nothing for the Exchequer at all. 

The FINANCIAL SECRETARY TO THE TREASURY 
was at pains to discount the effect of the exten- 
sion of income-tax to the Scilly Isles, He 
revealed that it had always been the practice of 
the Inland Revenue, when an island resident 
claimed allowances in respect of taxed income, to 
restrict the repayment in order to bring his island 
income into charge. Moreover, public employees 
like policemen and postmen on the island have - 
always suffered tax on their. remuneration. In 
replying to the debate, the CHANCELLOR said he 


- was to receive а deputation from the islands and 


would seriously consider anything which was 
put forward. 

It need hardly be said that no one regretted 
the coming demise of excess profits levy, although 
some Opposition members were concerned that 
there was no provision for the restoration of 
profits tax rates to their рге-ехсевз- profits levy 
height. The genesis of clause 25 (2) (а) was 
further explained. This allows an investment 
company to claim the special relief granted by 
Section 52 of the Finance Act, 1952, even though 
it is à member of a group and not all the other 
mernbers of that group are investment companies. 
'The change arises from an actual case where a 
group of large investment companies included a 
small trading member. 

On clause 25 (2) (5), which extends the benefit 
of Section 56 of the Finance Act, 1952, to all 
minerals, Mr BurLER said that as soon as the 


.Bill became law, the "Treasury would give the 


E 


necessary certificates, for Section 56 purposes, 
for the following minerals: 
‘china clay, ball clay and china stone; anhydrite; 
gypsum; pyrites; pitchblende; fuller’s earth; sand 
and gravel; silica and moulding sands; brick clay, 
including’ brick earth and shale; chalk; limestone.’ 
| Companies extracting other minerals, not in 
the above list or in Section 56, can make applica- 
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tion for a Treasury certificate if they consider 
that they are otherwise within Section 56. 

Attention was drawn by Mr GAITSKELL to the 
action of a number of textile companies which 
had sold their undertakings to subsidiary com- 
panies in order to have the benefit of the cessa- 
tion provisions. He asked for special legislation 
to withdraw any benefit accruing as a result. 


ТІМЕ ТО RETIRE 


by Р. Е. SMART, LL.B. 


t 


other is considering the age of retirement 

of its. members. Now it is the National 
Federation of Professional Workers – and they, 
-while challenging the suggestion that an increase 
in the age will soon be an economic necessity, 
admit that there may be other factors which 
would.make the increase a good thing. The 
philosophy of pensions seems likely to be one of 
the perennial topics of the new Elizabethan age. 
` Ву and large, the hurnan race сап be divided 
into those who love their work and those who 
don’t. The majority boldly claim to be in the 
latter class. It: is obvious that-one's attitude 
towards retirement must be dictated largely- by 
the class in which one finds oneself; and most 
.people, tracing direct descent from Adam (who 
was cursed with work) count pensioned retire? 
ment. a privilege. 
_ And yet, those who, have an option in the 
matter — authors, prime ministers, High Court 
jüdgés and company directors, for instance – 
seem to be much less sure that retirement is a 
blessing: Sir Winston Churchill is admittedly 
an exceptional man — but he has: shown no wish 
to shed his.harness merely because his years are 
advancing. Апа the working septuagenarians all 
seem happy; they are, most of them, obviously 
able; they are hale.as well as hearty. They аге, 
ef course, men, with a vocation rather than а 
mere job of work – but they all ‘work’ harder 
than many younger men who are counting the 
years to retired’ ease. 

And in fact the long-awaited retirement is 
often а burderi which weights its bearer into а 
premature grave. There are doubtless statistics 
somewhere which ‘correlate longevity with retire- 
ment; the common experience of most of us 
suggests.that.the retired die younger than the 
workers. Men who. have spent their lives at a 
desk, in а settled routine, with only the garden 
to occupy their evenings, find a seven-day weck 


EZ few weeks, it seems, some body or 


of freedom a- tob ceo thing to fill. 

For the curse оѓ. Adam had its compensation – 
that work becomes necessary to the man who 
labours. Women live longer.than their husbands – 
and who ever heard. of a housewife ‘retiring’? . 

The ‘right’ to a pension becomes, on this view, 


a curiously, negative privilege. For those un- 


fortunates who are truly unhappy i in their work 


it is. privilege indeed; _but it may be suspected 


that they are far fewer i in number than conversa- 
tion with-one's colleagues might suggest. And in 
all the: great pensionable employments — civil 
service, railways, · ‘banks — the fixed retirement 
age may be seen in its truer colours as a penalty 


imposed Ђу the.pressure of the surging popula- 


tion of .half.a.century.ago. It was then essential 
to make way. for youth, and the staffs were given 
an apparent.. privilege, which their employers 
were seldom anxious to take for themselves. Now, 
after years, the ‘ni ht' has become indeed a valu- 
able thing, if. ‘only "because it as been quoted 
so often in salary negotiations. The clerical 
unions will fight to keep it, and their members 
will be unanimous behind them; but it is not 
economic necessity alone that sends so many 
pensioners into. renewed work. 

'The man whose leisure is crowded (usually with 
what others would call ‘work’) is in much better 
fettle for pensioned ease. The anomaly lies in 
the fact that he usually enjoys his daily work, 
too, and isn't particularly excited about, the 
coming of бо or 65. 

Much new thinking about retirement will be 
necessary in the next two or three decades: an 
ageing population will make the continuance of 
'scrap heap at 60' very precarious. Thousands 
will think it treachery to the hard-won rights of 
man to say it, but it is difficult to resist the con- 
clusion that for most of Adam's race compulsory 
retirement is a grave misfortune, and that the 
employer who raises retirement age to 65, to 70, 
is really doing his employees a good turn. 
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WEEKLY NOTES 


Mr T. B. Robson Honoured 


Readers will note with interest and pleasure, in 
the report of the Institute’s Council meeting on 
another page, that the President, Mr T. B. Robson, 
M.B.E., M.A., F.C.A., has been elected to fellowship of 
The Institute of Chartered Accountants of Ontario, 
in recognition of the distinguished services he has 
rendered to the accountancy profession. 


The Irish Institute’s Year 


A pleasing feature of the report for 1952 of the 
Council of The Institute of Chartered Accountants 
in Ireland, recently 
issued, is the steady 
growth in member- 
ship. The total at 
December 3151, 1952, 
was 838, an increase 
of forty-eight over 
the past twelve 
months. The income 
and expenditure ac- 
count for the year 
shows a deficit of 
£325, but this is after 
charging the Insti- 
tute’s share (£360) of 
the total cost of the 
Sixth International 





Photo: Keogh Bros Ltd. 
. Mr Patrick Butler, Е.С.А. 


Congress on Accounting. 

- In his address at the annual meeting held earlier 
this month, extracts from which appear on another 
page, the retiring president, Mr Herbert E. A. Addy, 
F.C.A., F.S.A.A.. warned members that in order to 
provide a reasonable future working margin to cover 
occasional abnormal expenditure and property upkeep, 
it may be necessary to raise the subscription rates. 

The corporate activities of the Institute continue 
to expand. During the year a new district society was 
established at Munster and the Dublin Society has 
organized an industrial and administrative group 
similar to that started last year by the Belfast Society. 

Mr Addy, who has had a most distinguished term 
of office as President, is succeeded by Mr Patrick 

Butler, F.c.a., of Dublin. The new Vice-President in 
place of Mr Butler is Mr Frank Cleland, F.c.a., of 
Belfast. 


Profits Tax: Shares Redeemed at a Premium 
The proviso to Section 36 (1) of the Finance Act, 
1947, enacts that no sum applied in reducing share 
zapital shall be treated as a distribution. If preference 
ihares are redeemed at a premium, is the premium a 
tum applied in reducing share capital? Mr Justice 
Upjohn, in C.I.R. v. Universal Grinding Wheel Co 
Ltd, according to The Times of May 8th, held that it 
was. The company's issued share capital included 


£400,000 5 per cent preference shares of Хт each 
which, under the articles, were redeemable at thé 
price of 275, the premium of 7s ‘to be provided out 
of profits which would otherwise be available for 
dividend' When the shares were redeemed the. 
premium of 7s was found partly from the proceeds 
of a new issue, partly from a general reserve of profits. 
It was admitted that the payment of premium was: 
prima facie a distribution for profits tax purposes, 
but the benefit of the proviso to Section 36 (1) was 
claimed. Тће Crown claimed that in view of Section 
46 of the Companies Act, 1929, the premium was 
applied not in the reduction of capital but in reduction: 
of the balance of the profit and loss account. His 
lordship decided with some hesitation that the Special 
Commissioners were right in holding that the pre- 
mium was applied in reducing capital within the 
meaning of the proviso to Section 36 (1). 


Gas Productivity Report eS. 
The team representing the British gas industry, 
which visited the United States a year ago under the 
auspices of the former Anglo-American Council on 
Productivity has produced one of the longest and 
most comprehensive reports of the ѕегіеѕ1. The team 
emphasizes that the difference in character of the 
industry in the two countries is mainly due to the 
exploitation in America of natural gas resources. The 
discovery in this country of similar reserves would 
probably revolutionize existing economic and techni- 
cal conditions. Productivity is higher in the United 
States, but this is largely due to mechanical advantages 
rather than to greater effort on the part of American 
workmen. Neither management nor labour in that 
country consider that the nature of the industry is 
conducive to incentive wages schemes. 

The report contains no comments on the accounting 
systems in use in America but there is an instructive 
section about the devices employed for saving man- 
power in the rendering and collection of accounts. 
One is to install ‘letter boxes’ in shops where con- 
sumers may 'post' their accounts and remittances, 
the box being emptied at frequent intervals by a 
company official. The proprietor of the shop receives 
no rent for the presence of this facility, ‘the induce- 
ment to enter the premises being considered sufficient 
recompense.’ The team states that the use of machines: 
for accounting purposes is universal, the punched-card 
system being extremely popular. Some companies 
send out their bills in the form of a postcard. This: 
saves stationery and time in preparation and con- 
sumers do not appear to mind the amount of their 
accounts being thus exposed. : 





1 Obtainable (8s 6d post free excluding air mail) from the 
British Productivity Council, 21 Tothill Street, SW1, and 
from the Gas Council, Gas Industry House, 1 Grosvenor 
Place, SWr. pF 
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The Valuation for Rating Bill 


The text of the promised Valuation for Rating Bill 
was published on May 8th, somewhat earlier than 
had been expected. Its purpose is to provide a system 
of determining the gross value of dwelling-houses for 
the purpose of the new Valuation List for England 
and Wales which has now been in course of prepara- 
tion for a considerable time. The system is to replace 
that set out in the Local Government Act, 1948, 
which has proved to be unworkable. Under the new 
provisions, the gross value of a dwelling-house is to 
be based on the reasonable rental value at the end of 
June 1939, on the assumption that the physical 
character of the neighbourhood in which the house 
stands was the same in 1939 as it is at the time of the 
new valuation. This rent is to be compiled on the 
basis that the tenant pays the rates and the landlord 
does the repairs and pays the insurance necessary 
to maintain the house in a state to command 
the rent. 

Where a building includes, say, a shop, the new 
provisions apply only to the domestic part, so that 
the value of the house as a whole will be the result of 
two separate calculations. A house converted into 
‘flatlets’, however, will be treated as entirely business 
property. Given that the provisions of the 1948 Act 
are unworkable, it is a pity that they are to be 
replaced by something which appears to be equally 
unreal. If it is desired to relieve private dwelling- 
houses from some of the burden of rates, surely a 
more intelligent method would be to value them on 
a realistic basis and then to provide that only a 
specific arithmetical proportion is actually to be 
charged to rates. What is the relevance of what 
might have been in June 1939? 


I.C.F.C. and Credit Restriction 


The annual report of the Industrial and Commercial 
Finance Corporation for the year ended March 31st, 
1953, was published this week. Compared with the 
year before, gross income increased from £1,337,610 
to £1,602,192. Net profit for the year after both 
income-tax and profits tax was £417,931 against 
£388,032 in 1951-52. A dividend of 4 per cent has 
been declared. 

Lord Piercy, the chairman, points out in his 
statement that the year actually saw a restriction of 
the Corporation’s activities in spite of the higher 
profit figures. Measured by the gross amount invested, 
with certain adjustments for contracts taken out and 
pending, only about £3 million of business was done 
compared with £6 million a year in the previous two 
years. Both the number of applications and the 
number of those granted by the Corporation declined 
оп 1951-52. This was in spite of the fact that it has 
been more active in the provinces than in previous 
years. 

The change in monetary policy has thus had an 
effect on the volume of the Corporation's turnover. 
It has also had an effect on its financial structure for 


Iis | THE ACCOUNTANT 


May 16th, 1953 


its money, old and new, from its shareholders 
has carried a higher rate of interest, but this has not 
been passed on to customers. 


Colonial Development Corporation 
Trading Loss 


During 1952, the Colonial Development Corporation 
made a trading loss of £638,747, according to the 
report for 1952 issued this week. ‘This figure compares 
with a loss of £643,404 in 1951. The total deficiency 
for the year, after allowing for capital losses of one 
sort and another, was £3,805,208 compared with 
£2,905,290 in 1951. The losses of the Corporation 
from its inception to the end of last year amount to 
£84 million. 

The report fully admits that the Corporation had 
hoped to do better this year. Тће unexpected heavy 
loss for 1952 is explained by the continued incidence 
of failures (while successes take time to mature), by 
outlay on schemes at the development stage, lack of 
reserves to write off losses and the failure or reassess- 
ment of a number of marginal enterprises. Тћеге is a 
good deal of healthy self-criticism and frank comment 
in the report. A reasonably optimistic view is taken 
about the future. 

In addition to these large and eloquent losses, the 
report raises a point of principle which requires 
careful thought outside the walls of the Corporation's 
offices. It is this. The report suggests it should be 
allowed to invest funds in projects which will be 
of great value though not profitable. It suggests, 
however, that a ceiling be put on these activities and 
says that this issue apart (for which sanction would 
be required) all schemes from now on will be assessed 
on a strictly commercial basis. 

Such approval in principle should not be lightly 
given while the accumulated loss is in the region of 
£8 million on the Corporation’s overall activities. 


Retirement Age 


A special report of the executive committee of the 
National Federation of Professional Workers claims 
that an increase in industrial productivity of 5 per cent 
over the next twenty-five to thirty years would be suffi- 
cient to offset the consequences of an increase in the 
average age of the population. The committee com- 
ments that this is a negligible proportion of the 
increase in productivity which may be expected to 
accrue over those years on the basis of, say, а 13 per 
cent increase in productivity a year which is about the 
present annual rate of change. 

These arguments are rather in conflict with recent 
pronouncements from official sources about the 
need to change current thinking on the employment 
of the over-65s since they are a growing proportion 
of the population. 

The problem is more complex, in fact, than a 
bald pronouncement from either side would suggest. 
The basic question is not indeed a straightforward 
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issue of retiring the older workers or keeping them 
on. It is a multiple question which goes something 
like this: if this country is to survive it must export 
and keep its resources of men and materials flexible 
so that they can be used to the best advantage, and 
this being so can we afford to, or should we, raise the 
retiring age over a wide front of commerce, industry 


THE ACCOUNTANT 


589 


and the professions? Looked at this way, the context 
of productivity is seen to be exceedingly misleading. 
The question has to be looked at in terms of in- 
genuity, flexibility, salesmanship and experience. 
To put it another way: it is more important to make 
the right things (which are the things which sell) 
than to argue too much about who makes them. 


FINANCE AND COMMERCE 


Stock markets seem to be slipping into a state of 
summer inactivity-at an earlier date than usual this 
year. There is, however, still widespread interest in 
new capital issues. Home corporations continue to 
come along with new issues, the latest being Paisley, 
which is borrowing in the market for the first time 
since 1937. 


Control Systems’ Stocks 
‘Anticipating a possible inquiry’ on the subject, Mr 
Michael Moore, chairman of Control Systems Ltd, 
includes in his review with the company’s 1952 
accounts an explanation of the stock position. The 
accounts, which we reprint this week, show an 
expansion in net current assets to £1, 034,105 against 
£982,222 at the end of 1951, and this is largely due 
to an increase from £874,066 to £973,452 in ‘Stocks 
{including written-down value of equipment on 
E as valued by the companies’ officials’. 

r Moore explains that under the broad heading 
of stock there are included raw materials, manufac- 
tured stock for immediate sale, and work in progress 
as well as the equipment on hire. As a matter of 
trading policy the directors take the view that it is 
undesirable to disclose individual figures under these 
heads. Mr Moore suggests, however, that share- 
holders 'can view the total stock figure of nearly 
£1 million in its true perspective and with some 


degree of equanimity’ if they realize that the group's . 


gross hire rentals (subject to depreciation and service 
costs) are now at the rate of over £350,000 a year. 
The stock position was relatively little affected by 
variations in the price of basic raw materials. 
Higher stocks carried and an unexpected necessity 
to invest £50,000 in New Zealand, and to give credit 
of nearly £30,000 to a new wholly-owned subsidiary 
there, caused financial strain during the year. This 
was met to some extent by a placing of £50,000 of 
reference capital. Cash balances are still limited 
ut ‘foreseeable requirements should be met out of 
group resources with im) some temporary calls 
upon bank facilities 


Industrial Formation 


Industrial group formation has undergone consider- 
able change in recent years both by reason of the 
expansion of powerful organizations and their acqui- 
sition of new interests and of the influence of penal 
rates of taxation and the need to reduce their effect 
to the least onerous degree. In discussing the con- 


ventional *parent and subsidiary' group formation, 
Sir George Jessel, chairman of Parkinson. & Cowan 
Ltd, the gas, electricity and water meter and appliance 
specialists, considers that two main difficulties arise. 

This form of organization is rational financially and 
convenient administratively because the units of 
management coincide with the units of operation. 
But with business constantly chine d orm and 
objectives, workin; E capital must be frequently re- 

deployed among the various operating subsidiaries. 
'As time goes on', Sir George states, 'the deploy- 
ment of capital within the group forms a pattern 
which differs more and more from the capital struc- 
ture of the subsidiaries, with the t that the 
balance sheets of the separate subsidiaries present a 
progressively more artificial appearance.’ 

That the total burden of taxation tends to fall 
more heavily on a parent and subsidiary formation 
than upon a single limited company owning the same 
assets and out the same operations is the 
second ‘and more weighty objection’ to the group’s 
present formation. 

To meet these circumstances the board have 
decided to wind up the group’s subsidiaries ‘and 
incorporate their businesses with the parent com- 
pany’s. There is no intention of any immediate 
and sweeping changes, for the policy will be put into 
effect progressively over the next few years. The sub- 
sidiaries will become self-contained divisions of the 
parent company and will use their original titles as 

names. 

The first of the changes to be made will take place 
this year when Parkinson & Cowan (Gas Meters) Ltd 
will cease to exist as such and will operate under the 
title: Parkinson & Cowan Gas Meters (a division of 
Parkinson & Cowan Ltd). The chairman emphasizes 
that ‘these changes are more matters of form than 
substance’. 


Peso Accounts 


Following the precedent set by Harrods (Buenos 
Aires) Ltd, the accounts of Maple & Co Ltd for the 


year to January 318t, 1953, te the sterling 
and peso positions of the group. Tis o e company has a 


a trading profit of 2,840,715 pesos for the year to 
September 3oth, 1952, compared with a record level 
of 3,300,082 in the previous twelve months. The 
balance sheet totals 22,111,407 pesos. 
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Consolidated Balance Sheet at December 318, 1952, combining the Assets sid Liabilities of 


Control Systems Ltd and its Subsidiary Companies 








apital and Reserves 





























Ital — Control Systems Ltd 1951 
Authorized: £ £ £ £ £ 
250,000 54 per cent Cumulative Preference Shares of £| each . E Py РА s sie 250,000 250,000 
2,688,800 Ordi Shares of 5s each ux га: а s v ix vx 672,200 672,200 
77,800 Unclassified Shares of £1 each 85 m sis » E WC. red vs T 77,800 ,800 
£1,000,000 £1,000,000 
Issued: ` 
250,000 5% per cent Cumulative Preference Shares of d sach folly pud R == Ss с: 250,000 200,000 
2,688,800 Ordinary Shares of 5s each, fully раја .. as E ка 672.200 ———— 
—— — 922,200 ~- 872,200 
Capita! Reserves 
Premlum on Shares es PES .. va 2 Го T AS zn iy js 150,000 150,000 . 
General "S s m n ix .. 27,235 ,235 
Add Excess Profits Tax Post-war Refund {now fully expended) H v. Ме m К 96,622 inge 86,622 
: Revenue Reserves 263,857 263,857 
Sund ne me ss Y a= UA ‘36 we .. 6,02! 6,030 
Unrealized Surplus on Forelgn Exchange Ка ae ES ка ʻi ВА EN s. .. 833 8,242 
Suplus on Profit and Loss Account vs oe s B n us 55 ЭР m .. 265,624 у 
| 279,977 
Future Liability со Income-tax  .. а» Е $a "T" > is Ss ES sk 143,935 148,709 
. 423,912 370,385 
, "Total Capital and Reserves $e NS ws và vt Gan Е ee a 2 i £1,609,969 £1 506,442 
у erg es by: 
Assets 
Freehold Property . 
Ас соз. T v» tél t а T ja Ку E oe re ss .. 164,786 162,783 
uü Less Depreciation, E và ES M" ae m m s «s EN .. 42,095 39,748 
122,691 —— 423,035 
Гавеа Properties d Joa 
At Cost РА В . 12,178 12,178 
Less Amortization’ >. ns ЯА ар 8,397 043 
4 — 3,781 — 4,135 
"Рале, Machinery, Motor Vans, Furniture and Fittings 
Book Value at commencement of. respective accounting pero ended pecia alit, dac = Sales 112,405 113,750 
in Additions since, at Cost, less Sales,- ere ~: $ „5 70,038 143,296 
5o х . Dav 282,443 4046 
Less Depreciation yd * . ' 93,506 71,107 
HIER" ` 2I". уво E ——— 188,937 —— [85,939 
"Trade Miyéstmenté р Cost , T a s x vi s ve 20,149 20,616 ^ 
Investment ifi зи сатыу rot ' consolidated a E sie és га .. 50,000 — 
2M 3 CETT TR не —— 7019 | —— — 20,616 
Total Fixed геги 385,558 333,725 
. M TU 
Net Current ‘Kasei! і 
. Current Авзеђа 7: : 
Stocks (Including y мана dou value of Equipment « on hire) as valued by the Companies’ offidals .. ^^ 973452 874,066 
* Sundry Debtors-and Payments In Advance, less Provision for пар Debts .. -è . 323,690 375,065 
, Amount due team. ne Company not Consolidated 2s “= ‘es S Ws. 27,002 ~ 
' Government Securities at Cost Marker Value £1 £1,078); а oe 204 as oe bio s . 1,100 1,100 
;'.Cash at Bankers'and in Напа EM ЧА 58, 91,435 
BEA r 
A" 1,383,566 1,341,667 
‘Deduct: у . 
, Current Liabilities ' . p n 
Bank Loans . 5 a s n vs 65 а wea Rel cee 5 тека 300, . 300 
Trade Creditors and. Accrusd | Expenses p БА ХУ NM a 76 is ix .. 118,626 140,852 
Unclaimed Dividends а a» iie M за EES evt n an fe 124 200 
Current Taxation .. · eis pa m = eta ws, + 199316 181,359 
‘Accrued Dividend-on Preference Shares (net) :: ne 25 er^ uu К 1,444 
Proposed Final апа ы Dividends on » Ordinary Shares (net) . cs as $a .. 35,290 ,290 
| — 349,461 ——— 359,445 
Excess of Current din Sver Current Liabilities ^ :. Y ss as š 1,034,105 982,222 
1,419,663 1,315,947 
‘Goodwill, Patents, Trade-markg, etc., attributable to Group (including net excess of cost of Shares Іа 
ubaldiaries over the appropriate proportion of book values of net tangible assets at dates of acquisition) 
at Cost, less amounts written off. 
Book value at commencement of парсек Accounting portent ended December alte e Vr 189,782 189,782 
Expenditure since, at Cost. ai 1,858 Г, 
nn E "5 nada y EM 191,640 191,640 ; 
lasi Amounts тоа ен Wes ves ae ПТ. e 2; Ys is хә T T y 1,212 1,024 
] 190,428 m 190,516 
1,610,091 1,506,563 
Deduct: 
Outside Shareholders’ Interests 
Issued Share Catal not held “ee the 1 Group, including propordon or Reserves âna геним 
Profit ae Е . Вс 122 121 
Total Assets, less Liabilities а x EE S ote ete ES n or 54 ate k% ee ng £1,609,969 аладан. 








Notes, — (0) The Consolidated Accounts до not Include an overseas Sub-Subsidiary Company purchased on December 18th, 1952, for which accounts. . 


have not been pre d for the period to December 31st, 1952. 
(2) Foreign Currency has been converted at the rate operating at the accounting date. 
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For practical purposes, however, the South 
American company must be regarded as unremunera- 
tive and in his statement with the accounts Mr C. C. 
Regnart, president of Maple & Co Ltd, remarks 
that ‘no useful purpose would be served by bringing 
into the consolidated profit and loss account, €8 
which have no present meaning in terms of sterling’. 

There is no indication of any easing of the com- 
plete restriction on remittances by the Argentine 
Government, but ‘it is a matter for limited satisfac- 
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tion’ that difficulties of the present position have 
now been recognized by the Inland Revenue. 


_ Money Market 
Applications for Treasury bills on May 8th totalled 
£347,370,000. Tenders at £99 8s 1d secured 56 per 
cent of requirements compared with 34 per cent at 
the same price the week before. Average discount 
rate was very little changed at £2 7s 7:83 per cent. 
This week’s offer is further raised to £250 million. 


CONTROL SYSTEMS LTD 
and Its Subsidiary Companies 


Consolidated Profit and Loss Account for the year ended Decamber 3156, 1952 . ` 





Profit on Trading of Parent and United Kingdom Subsidiaries 
(before charging Items shown below) .. 
Add General Interest and Dividends (gross) 
Interest on Government Securities (gross) 
Profit on Sale of Trade Investment — .. 


Less Depreciation of Freshold and Leasehold Balser: Plants Machinery, Motor Vini, Furniture, Раоа and 


tents .. . 
Expenses of Issue of Preference Shares 
Trade Investment written off A 5 


H 


Deduct United Kingdom Tienen ron on i Pronto of the yw 
Income-tax se 
Profits Tax on vs vs 
Excess Profits Levy == oe aa 


Profit of Parent and United Kingdom авва еф alter earns Tégeton 


Add Taxatlon Reserve no longer required . 

















Less Proportion of Profit of United Kingdom Subsidiary attributable to Outside Shareholders .. T ae 5 1 


Less Provision for Loss of U.S.A, Sub-Subsidiary Compan 


Less Proportion of Provision for potential Loss ата from Sundry Revenue Reserve 


Net Profit attributable со Group ..  .. xs x T n 


Dealt with In accounts of 


Profit, Including Dividends from Subsidiarles ut m .. .. 


Profit retained In Accounts of Subsidiaries .. T oe .. 


uct: је 
Control Systems Ltd Dividends paid or proposed (after tax) on: 
Preference Shares 
Three months to March 31st, 1952 . 
Half-year to September 30th, 1952 ete .. 
Accrued for threa months со December ‘Fist, (952 o.. .. 


Ordinary Shares 
Interim of 6 per cent pald to September. 30th; 17 
Proposed Final of 7{ per cent t 
Proposed Supplementary of 24 per cent. 


Brought forward from Jast year .. as 3s .. Eo .. 
Undivided Profits carried forward 



































Notes, — (1) The remuneration by the Group to Directors of the Parent Company was: 


Fees as Directors .. 
Managerla) Remuneration 


Lump-sum payment under Retirement Benefit Scheme approved by Inland Revenue ' n AI 
Pace Service Pensions .. oe 


Managerial 


(2) The additional Preference Share Capital issued during the year ranked for dividend as from July !st, 1952. 


: 1951 
£ £ 
" — 324849 359,799 
3,265 3,530 
33 У 
B 190 = : 
——— 3488 ——— 3,58! 
328,337 363,380 
НЕ 26,236 24,065 
Se pat MK ZO UU 44 = 
| —— 30,37 —— 24,066 
297,700 339,314 
144,561 0 4232449 
33,832 ‚81131 
1 183,393 (—=— 208,580 
114,307 > 130,734 
9,250 7,000 
123,557 137,734 
123,55 137,733 
2,384 11,013 v 
9 E 
—— 275 10,664 
"IQ" £121,181 £127,069 
Control ` Sub- 
Systems Ltd. sidiaries Total 
£ £ £ £ 
. 67,547 = 67,547 71,282 
s : ue 53,634 53,634 55,787 
67547: 53,634 121,181 127,069 
£ 
: 1,443 
3248 
6,496 5,844 
21.175 
$223 
—— 56,465 56,465 
62,961 B 62,961 62,309 
4,586 53,634 58,220 64,760 
31,995 175,409 207,404 142,644 
£36,581 £229,043 £265,624 £207,404 
1951 
£ £ 
175 125 
23,025 39,633 
5.867 = 
ii e 5n n $95 100 
£45,992. £40,758 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the soriter, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions exprested. 


U.S.A. and British Accounting Methods 
Sm, – I have studied with great interest Mr John Е. 
Almond’s article on American and British accounting 
methods in your issue of April 25th, and I have 
noted that the American method as outlined is almost 
identical to the system which has been in operation 
for some years with my co 

The article, however, sould ap appear to be incom- 
plete inasmuch as Mr Almond, whilst giving all 
details of the methods of handling accounts payable, 
does not make any mention of the methods used for 
accounts receivable. 

It would be of great interest to me — and I feel 
sure, to other readers—if this method could be 
ascertained and the details published. 

Yours faithfully, 
CHIEF ACCOUNTANT. · 


Sm, — If the American methods outlined in Mr 
Almond’s article in your issue of April 25th seem 
novel to the British accountant, it may be that closer 
liaison between commercial and local government 
accountants would be to their mutual benefit. 

In most of the larger local authorities mechanized 
accounting methods are employed facilitating the 
short-cut methods of book-keeping which enable 
petty cash and other accounts to be analysed and 
posted from vouchers, ledgers to be maintained in 
balance by bringing in totals of the subsidiary cash- 
books, and sundry creditors’ ledgers and purchases 
day-books to be eradicated. 

The American method of obtaining month-end 
payables finds a counterpart in the local government 
office where creditors at the year-end are brought into 
account by methods which do not involve the main- 
tenance of individual creditors’ personal accounts. 

A visit to the local town or shire hall by students’ 
societies would be welcomed by many local authori 
treasurers. In at least one district, invitations, whi 
are gratefully accepted, are extended for attendance 
at the students’ society meetings of both commercial 
and local government accountants. 

Yours faithfully, 
R. L. W. MOON. 


Shrewsbury. 


‘Notes’ in Company Accounts 

Бтв, – Your reference to this topic in Finance and 
Commerce on page 530 of the issue of May 2nd, 
occurred to me as being a rare opportunity (alas, 
not availed of) to point out to those responsible for 
published accounts that 'notes' are, with a few 
exceptions, a sign of weakness. They аге an admission 
of inability to use P figures and accounting 
nomenclature, i ` 


The accountant’s vade-mecum, i.e. the Eighth and 
Ninth Schedules, contains all the rules for preparing 
accounts containing the maximum of information 
with the minimum of notes. Figures, if correctly 
labelled, should speak for themselves. 

Notes have their place in the scheme of things, of 
course. They should add information not normally 
contained in the accounts, e.g. forward contracts if 
material for capital nditure, contingent liabilities 
for guarantees, bills iscounted, etc., and for giving 
data of the exchange closed on currency items. 

More than 5o per cent of the notes appearing in 
recently published accounts give no information 
worth while to shareholders, e.g. a note that minority 
interest has increased by less than бо; that -there 
are ‘no commitments’ for capital expenditure, and 
the evergreen of them all, the bringing forward from 
previous accounts of items having no corresponding 
figure in the accounts under review -the dismal 
spectacle of a comparative figure comparing itself. 


with itself. 
Yours faithfully, 
London, EC2. ЈЕ. 


The Еше of the Road 


Sir, – In your issue of April 18th a statement was 
made on page 450 that 

‘it has long been recognized in this country that the 

rule of the road should be changed to conform to the 

practice in most other countries’. 

There is every reason to believe that during the 
Crusades one of the Popes issued instructions that 
everyone should keep to the left of the road, and that 
this was the first definite rule. 

During the French Revolution, when the Vatican 
was 80 unpopular, the French Government changed 
their rule to the right of the road, subsequently the 
French over-ran the greater part of Europe, and after 
they returned to their own country many places held 
to the French rule of the road. 

Again we have the experience of Hitler changing 
Austria and Hungary from left to right; but our 
influence means that the whole of the Far East is 
on the left of the road, as is the whole of the British 
Empire except Canada (even they had two provinces 
on the left until recently). Sweden and the Argentine 
are still on the left, and Portugal, Uruguay and other 
places were until very recently. 

The natural rule must obviously be on the left, 
when you think of how you mount a bicycle or a 
horse, and how the armoured man in olden times 
must have his right hand free. The others should 


alter their rule. 
Yours faithfully, 
Liverpool, Т. STANLEY BLAKE. REECE. 
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» THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SEVENTY-SECOND ANNUAL MEETING 


The seventy-second annual meeting of The Institute of Chartered Accountants in 

England and Wales was held on Wednesday, May 6th, 1953, at the Hall of the 

Chartered Insurance Institute, 20 Aldermanbury, London. Mr T. B. Robson,. 
M.B.E., M.A., F.C.A., the President, was in the chair. 


THE PRESIDENT said: Gentlemen, before we open the 
meeting perhaps I should for your benefit explain who 
are with me on the platform. Starting from the far side, 
there is Mr Loveday, one of the Assistant Secretaries 
of the Institute; next to him Mr Walton, a past Vice- 
. President; Mr Garton Ash, Sir Bernhard Binder, Sir 
Harold Barton, Mr George Freeman, and Mr Maclver, 
the Secretary. Mr James Blakey, the Vice-President, 
is on my left; next to him is Sir Nicholas Waterhouse, 
Mr Shepherd, Sir Russell Kettle, Mr Boyce, and Mr 
Wilkinson, one of the Assistant Secretaries. ` 

May I ask you, to save your time and mine, if you 
will agree to take as read the notice convening the 
meeting, the report of the Council, the accounts and 
the auditors’ report? (Agreed.) Thank you. 

The President then delivered the following address: 


PRESIDENTIAL ADDRESS 
The Coronation and the Coronation Reception 


In less than a month from now Her Majesty the Queen 
will ride in state to Westminster, there to undertake the 
solemn vows which are required of her at the 
Coronation. The eyes of all her peoples are upon her, 
our hearts are stirred and our emotions quickened by 
the scene. The love and affection of us all, our prayers, 
our hopes, our loyalties go with her on her way. 

As a body whose creation and corporate existence 
are due to a charter granted by the Crown, our 
Institute owes Her Majesty a special debt of affection. 
We are pledged to her service in the confident belief 
that she will ever give us cause to sing with heart and 
voice those moving words: ‘God save the Queen’. 

By Her Majesty’s grace and invitation 1 am to be 
privileged as your president to be present in the 
Abbey during the Coronation ceremony; we are 
indeed honoured to have been chosen as one of the 
bodies to be so represented. 

On the evening of Wednesday, July 8th, the Institute 
is to hold a Coronation Reception at the Royal Festival 
Hall, there to give expression in a corporate way to 
our feelings. Those who remember the reception at 
the International Congress last year will recollect what 
an admirable place is the Royal Festival Hall for a 
function which includes, as this does, a reception, 
dancing and a cabaret show. Notices giving details of 
the arrangements have already been issued; all I 
need do, therefore, is to urge upon every member the 
opportunity which this gives him together with his 
wife and friends to celebrate the greatness of the 
occasion, 

Annual Religious Service. 


In this moment.of joy the solemnity and religious 
character of the Coronation vows can easily, be over- 


looked. Тће Council has felt moved to signify its 
views on this and other religious matters. Many 
members of the Council feel that the decay of religion 
throughout the world has done much to bring about 
the present state of world affairs. Тће Council has 
decided to indicate its own attitude by attending 
officially a service at а City church once a year in 
future on the day of a council meeting. 'lhere is 
no compulsion. about this; but the day and time of 
the service will be announced and members of the 
Institute who сап attend will be welcome to join the 
members of the council in this corporate act of worship. 
May I express the hope that some of you will be 
among those who will find time to join us on these 
annual occasions? 


The Autumnal Meeting and the Summer 
Course 
Other foriicomine events for which I ask your support 
in this present year, or in a future year if the present 
is not practicable for you, are the autumnal meeting 
and the Oxford summer course. 
Of the autumnal meeting, which is to be held at 
Scarborough next October, I do not propose to’ 
much. Details have already been sent out and I refer 


‘you to them for information. Please tell your wives 


about the meeting and apply early for places. It will 
be well worth your attendance, a real refreshment of 
knowledge through listening to the interesting papers 
which are to be given and through joining in discussion 
of them and other topics with fellow members of the 
Institute, as well as an opportunity for enjoyment of 
social life and visits to places of interest in the East 
Riding of Yorkshire. 

There is another sort of opportunity in the summer 
course at Christ Church, Oxford. Last year it was held 
in September; this year it is to be held in July. You 
know the general form which it takes — а monastic 
retreat of a limited number of members into this 
ancient Oxford college. The members of the course 
live together for four days, during which time papers 
on subjects of interest to the profession are submitted 
by experts. The course divides up into discussion 
groups which tear the papers to pieces and put them 
together again. Great benefit is derived by all who 
attend. Young and old, practising and non-practising, 
rural and urban, home and overseas members join 
together on a common level and contribute to the 
discussions according to their abilities and experience. 
The discussions range over practically every subject of 
interest to accountants and the variety of pomt of 
view contributed in them is most 

My one regret about the Oxford summer course is 
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that the accommodation is not sufficient to meet the 
demand. If any member has applied for a place this 
year and fails to obtain it, I strongly recommend him 
to apply again next year. 


` International Congress 


So much for events which are to come. I should now 
like to say а word or two about the past, first of all 
about the International Congress which was held in 
June of last year. 

The congress opened little more than a week after 
I became president of the Institute. It was held under 
the distinguished presidency of Sir Harold Howitt, 
to whom the Institute, as one of the sponsors of the 
congress, is greatly indebted. It had as its secretary 
Mr MacIver, who, with his able staff and a number of 
volunteer helpers, provided largely by members of 
our own Institute and their wives and articled clerks, 
created the machinery and infused the spirit of 
co-operation that made the congress what it was 
~ а tremendous success from start to finish. 

' Many of the papers attained a high standard and 
much of the discussion was worthy of the occasion. 
The Abbey service, the social events, the banquet in 
Guildhall, the ball at The Savoy all did much to create 
the atmosphere which a congress needs for its success. 
But the most noticeable feature was the warm friendli- 
ness of all the people from overseas and at home and 
the unity of the problems with which they and we have 
to deal. Accountancy is international in its scope; it 
cannot be confined within national borders if the right 
principles, the best techniques and the most useful 
methods are to be evolved. 

Every country has much to learn from the experience 
of others. The International Congress of 1952 certainly 
helped forward the realization of this fact. I applaud 
its success and I take this opportunity of saying how 
much we hope that the next congress will also in due 
time have the word ‘success’ written against its name. 

We learned recently from our friends of the Incor- 
porated Society that in recognition of the outstanding 
contributions made to the success of the 1952 and 
earlier congresses by Sir Harold Howitt and by Mr 
G. O. May the Society has conferred its honorary 
membership on these two gentlemen. We are fortunate 
indeed to have such distinguished accountants as these 
among our own members and we welcome the tribute 
which the Society has paid to them. 


Growth of the Institute 


It is the privilege of age to look back and to con- 
gratulate itself upon its past. The references which I 
am about to make to our Institute’s history are made 
in no such spirit of complacency. 

Our past seventy-three years give us something of 
which we have just cause to be proud, but pride in 
past history is no virtue; indeed it is a vice, unless it 
is a' stimulus to further effort. The success of this 
Institute in the public service and esteem has not been 
won by effortless ease. It has been achieved by the 
character and integrity, the ability and industry, the 
initiative, enterprise and zeal of a vast number of 
members and their readiness to serve the public in 
ways both small and great over a long period. 

"Great names are emblazoned in our history, but, 
if the persons who bore those names could speak to us 
today, they would be the first to acknowledge that 
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what kas counted most of all in the growth of our 
Institute has been the collective impression made by 
the character and competence of its members as a 
whole much more than by the brilliance of the few. 

Today we have over 17,000 members. Twenty years 
ago the number of members was 10,000. Thirty years 
ago, when I was myself admitted to membership, the 
total was only 6,000. I will not take you back any 
earlier. 

We have nearly trebled our membership since I 
joined the Institute. Every member has to undergo 
the rigorous training under articles and pass the 
examinations which our charter and bye-laws prescribe. 
But the rigours do not appear to discourage new 
entrants. Today we have between 6,000 and 7,000 
articled clerks, including those who, their articles 
having expired, are about to take their final examina- 
tions. 

I shall have a word to say presently about examina- 
tion statistics. For the moment I want to make this 
point, that we are determined to see that, without 
making any material variation in the standards of our 
examinations, we shall bring into óur future member- 
ship men and women who will be worthy of the 
heritage, the very great heritage, that has come from our 
predecessors. The future of our Institute and of its 
ability to serve the public depends not ónly upon the 
character and ability of the present members, but, in 
even greater measure, upon the qualities of those who 
are now coming into our membership or will do so 
hereafter. 

Given the right type of recruit for the profession, we 
need have no fear for the future. Selection of articled 
clerks and their training are matters for individual 
action by members in practice. Theirs is a great 
responsibility, but, from what I have seen in my 
journeys up and down the country, they are choosing 
and training well. 

To meet our students in all parts of England and 
Wales, as I have done in the past year, has been ar 
inspiring experience which fills one with the liveliest 
hope and confidence for the future. They are а fine lot 
of young people, who should acquit themselves well in 
the days that lie ahead. 

At most of the district society centres I have: 
addressed the articled clerks and have tried to make 
them realize their part in the life of the Institute. Con- 
trary to the impression which still persists, no young 
person of character and reasonable ability who goes 
through our system of training and works hard need 
have fears about his prospects of qualification. We are 
anxious to welcome new members of the right type. 
Our examination standards are not higher than they 
ought to be; they are certainly not designed with the 
sinister motive of placing quantitative restrictions upon 
new admissions to membership. 


Examination Statistics 

We are, however, sometimes told that our examination 
Statistics seern to contradict this statement. ТЕ is true 
that the overall pass ratios at the last examinations 
were only 444 per cent of the total number of candidates 
in the Intermediate and 46 per cent in the Final. But 
these ratios do not tell the whole story. If the figures 
were based solely upon the results attained by those 
who sat the particular examinations for the first time, 
the ratios would be increased to 54 per cent in the 
Intermediate and 56 per cent in the Final. 
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I do not mean to say that ratios of about 55 per cent 
are satisfactory. By careful selection of recruits and 


the virtual cessation of the great influx of grant-aided ` 


ex-Servicemen, some of whom were not suitable 
entrants and have adversely affected the results in the 
last few years, we ought to see an improvement. 

Members of the Institute ought to know that not 
one in ten of those classed as ‘bad failures’ in the 
Intermediate examination eventually gets through that 
examination; they would be well advised to emphasize 
to such candidates and to their parents that unless 
special circumstances have accounted for the bad 
failures the candidates concerned would be wise to seek 
their futures elsewhere. Not more than about one in 
three of the candidates who fail the Intermediate more 
than twice appears eventually to succeed in passing it. 
Clearly, therefore, a candidate who suffers two failures 
needs to examine his position and prospects closely 
with his principal and tutors. 

The examination syllabus is undergoing one of its 
thorough periodical revisions at the present time, but 
[ cannot predict the changes, if any, which may come. 

I do not want my talk about statistics to prevent 
me from paying warm tributé to the magnificent work 
which is being done in all parts of the country, often 
in difficult conditions, by our students’ societies, and 
also by those who organize, inspire and conduct the 
residential courses run by these societies. These 
efforts and the success which they attain are worthy 
of the highest praise. 


Co-ordination and Quacks 


Some of our students who succeed in passing the 
examinations and in attaining membership will doubt- 
less find, as some of their predecessors have done, 
that life is more difficult than they expected. In 
general, however, the opportunities for the young 
qualified man today both at home and overseas and 
both in the practising and non-practising sides of the 
profession, are numerous and attractive. Men of ability, 
ambition and enterprise have prospects as bright as 
those of any other profession if they are prepared to 
go and seek out their destinies instead of waiting for 
destiny to overtake them. 

In the small towns and the rural areas, however, 
our members suffer from the unfair competition of 
unqualified persons, many of whom have little 
training or knowledge, and are a menace to the public 
whom they offer to serve. By specious solicitation they 
bring their alleged merits to the notice of possible 
clients, many of whom do not realize that the chartered 
accountant is not allowed to advertise and assume that, 
because he does not do so, either he 18 not competent 
or his charges are excessive, or both. 

In the long run it is the public as well as the 
members of our Institute who suffer from the depreda- 
tions of the quack accountant. 

I regret to say that I see little prospect of ending 
ied ae of affairs except through education of the 
public 

It might be thought, as it was by us a year or two 
ago, that the exercise of public accountancy activities 
could easily be confined to persons licensed for the 
purpose. But immediately there comes the question: 
What are public accountancy activities? Ànd incidentel 
to that question comes another: Have other interested 
parties any vested rights to perform such activities, 
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and, if so, can Parliament be expected to interfere 
with them? 

For any form of statutory protection to be of real 
use the definition of public accountancy activities 
would need to be wide enough to embrace matters 
such as taxation work. But this type of work has been 
performed for many years by the trustee and taxation 
departments of banks, by solicitors, estate agents, 
retired members of the Inland Revenue staff, and others 
of like standing. The more we examined with our 
advisers the possibilities of making effective the terms 
of the draft bill for co-ordination which was approved 
in 1946 by our own Institute and the other recognized 
bodies, the more improbable did it appear that 
Parliament would see fit to exclude vested interests 
such as those to which I have referred from the right 
to continue to engage in what we regard as accountancy 
activities. Without such exclusion the possibility of 
excluding the quack seemed remote. 

Those of us who had worked so hard for co- 
ordination over many years were very disappointed to 


. have to admit defeat; but defeated we were and we 


may 88 well frankly admit it. If some practical proposal 
for a new solution were to become available, we should 
of course be happy to co-operate with the other recog- 
nized bodies in examining it. I feel bound to empha- 
size, however, that some new element would be 
necessary and that merely to retread ground which has 
already been so thoroughly explored would not in my 
opinion serve a useful purpose. 

The modest measure of co-ordination now being 
sought by an extension of Section 161 of the Companies 
Act to the qualifications of auditors of exempt as well 
83 non-exempt companies, will, if granted, touch only ' 
the fringe of the problem in the rural areas and the 
small towns. It is the work for individuals, farmers and 
traders that goes into the hands of the quack account- 
ant. Amendment of the Companies Act will make 
little immediate difference to that, though I hope it 
may tend in the long run to educate the public to some 
extent. 

We must rely largely on our own efforts to extend 
the reputation our members have for the performance 
of first-class work and must seize every opportunity to 
make known the competence and skill and the 
reasonableness of the charges of members of our 
Institute. 


Membership of Other Accountancy Bodies 


I would like now to give a few words of advice to' 
members who may be inclined to join one or more of 


: the growing numiber of professional bodies in this 


country which offer membership in exchange merely 
for payment of an entrance fee and a subscription. 
Frankly, I cannot see how such a step can do anything - 
but harm to the interests of our members in general or 
how it can help the individual member of our Institute 
who may be contemplating it. Some of our members 
seern to take a different view and to delight in adding 
portions of the alphabet, whether the letters mean 
anything or not, after their names. In my view the 
acquisition of memberships of.such other bodies, 
however high-sounding their names, adds nothing to 
the standing of a chartered accountant. (Hear, hear.) 


System Work and Management Accounting 


I want in this address to emphasize the opportunity 
which members of the Institute have for service to the 
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public in devising and improving accounting systems 
and in management accounting. 

Chartered accountants have acted as advisers on 
accounting systems from the inception of the profes- 
sion, but in the last twenty years or so the importance 
of this work has become more marked by reason of 
increases in the speed, complexity and scale of 
industry. These changes have made it increasingly 
necessary for responsible managements to rely upon 
accounting records as the basis of their executive 
decisions and, therefore, to require that these 
records shall be up to date and shall supply the 
relevant data expeditiously and in a form which 
facilitates comprehension. . 

To meet these needs accounting machines. and 
mechanical processes have been evolved. Manage- 
ments need advice as to the process which will best 
suit their particular requirements, as to how their 
accounting systems can be adapted so as to give them 
up-to-date information while conforming to every 
reasonable standard of internal check and meeting 
the requirements of the Companies Act and the 
auditor. They need to know how the facts of a situation 
.can most usefully be presented to them and how they 
can most quickly and easily understand the implica- 
tions of the РЕР statements prepared for their 
use, 

Members of our Institute have in special degree 
the qualifications for giving advice and assistance on 
the development and adaptation of accounting systems 
for these purposes. Trained as we are in the funda- 
mentals of accountancy, we are able far better to 
appreciate what is needed than many of those who have 
invaded this field of activity and who have not our 
basic accounting training to assist them. 

I do not mean that we can work in isolation, without 
consultation with those who are engaged in the 
industrial processes and other practical phases of 
business; but I do want to emphasize that accounting 
. system work is not a mysterious cult which need make 
us feel that i it is outside our ability or our scope. More- 
over, given reasonable assiduity and adequate study, 
any young chartered accountant ought to be able to 
acquire without undue difficulty the specialized tech- 
niques which are needed for its performance. In short, 
this work ought to be largely our preserve. 

Similar considerations apply to the production and 
presentation of information which will be of assistance 
to management in its day-to-day conduct of business. 
Methods of budgetary control and standard costing 
and the presentation of data designed to enable 
management to see where the business is going, which 
parts аге reaching their objectives and which are 
failing to do so, are of very great importance if right 
management decisions are to be made. 

Our members can assist in this direction too, 
though we must recognize that the accounting 
techniques and standards for measuring efficiency 
have not yet been developed to the same extent as 
that to which knowledge of the possibilities and 
limitations of mechanized accountancy has proceeded. 
The field of system work and management accounting 
presents to our members real opportunities of service 
to industry and thus to the nation as a whole. Let us 
seize our opportunities with both hands and study 
how, in all practicable ways, to make ourselves more 
and more efficient in this work. l 

You will have seen during recent months that The 
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Institute of Cost and Works Accountants, with whom 
we have the friendliest relations, has instituted a 
fellowship in management accounting. Subject to first 
passing an examination in certain subjects, our 
members are to be eligible for that fellowship if they 
can show that they are persons of experience in 
responsible positions in management accounting and 
hold positions of major importance in that field of 
industry. The Institute of Cost and Works Account- 
ants asked us and the other recognized public account- 
ancy bodies to co-operate in working the scheme but 
we felt obliged to say we could not participate. _ 

Our decision does not imply any lack of interest in 
management accounting. Much has already been done 
and much is in progress in our Institute in regard to 
this matter. 

Papers upon it have been read and discussed in our 
summer courses and in meetings of our district 
societies for a long time past and the report which we 
published six years ago on ‘Developments in Cost 
Accounting’ is widely acknowledged to have been a 


‘valuable contribution to its study. Other aspects of the 


subject of management accounting have been under- 
going thorough consideration in the Taxation and 
Research Committee; to co-ordinate and expand this 
work the committee appointed last year a special 
standing sub-committee under whose aegis research 
into the subject is being vigorously continued. 

We hope that the Council will be enabled, as a 
result of all this activity, to pass on to the general 
body of members the benefit of the vast collective 
practical experience which members of our Institute 
have acquired in management accounting, greater, 
perhaps, in the aggregate, than that obtained by 
members of any other body. The authoritative 
guidance which it is hoped to provide in this way will, 
we believe, be of much greater value than the diploma 
of any other organization. 


Recommendations on Accounting Principles 


We must now turn from the problems which the 
public accountant has to solve in obtaining a livelihood 
to the part which the Institute has tried to play in 
giving to both him and the accountant in industry 
guidance on accounting principles. I have already 
touched on the studies of management accounting 
which are.now in progress and need, therefore, refer 
now only to the recommendations which the Council 
issues on what it considers to be the best practice. 

When my immediate predecessor, Mr Boyce, 
addressed you last year, he told you that the Council 
had decided to publish a recommendation, now known 
as Recommendation XV, on ‘Accounting in relation to 
changes in the purchasing power of money’. That 
recommendation was released immediately afterwards. 

In substance, it said that the significance of accounts 
prepared on the basis of historical cost has limitations, 
such that accounts so prepared are not a measure of 
increase or decrease of wealth in terms of purchasing 
power, nor do they necessarily indicate the amount 
which can prudently be regarded as available for 
distribution. On the other hand, the alternatives 
examined to date appeared to have defects which pre- 
vented them from being acceptable. The adoption of 
an accounting system based on purchasing power as 
distinct from historical cost would in any case have 
important social and economic consequences extending 
far beyond the sphere of accountancy. 


May 16th, 1953 


The Council, therefore, recommended that unless 
and until a practicable and generally acceptable 
alternative is available, (i) accounts should continue 
to be prepared and profits and losses should continue 
to be ascertained on the basis of historical cost; (ii) 
amounts set aside in recognition of the effect of changes 
in purchasing power on the affairs of businesses should 
be treated as transfers to reserve, not as charges in 
urriving at profits; and (iii) the setting aside of profits 
in this way as a matter of policy in considering the 
amount of profit which can prudently be distributed 
should be regarded as a commendable course to take. 

'The Council emphasized the desirability of showing 
in the directors' report or otherwise the effects of 
changes in purchasing power upon the affairs of the 
businesses and of experimenting with methods of 
measuring these effects on profits and financial 
requirements. It also recommended that if the results 
of such experiments are published in the documents 
&ccompanying the annual accounts the basis used for 
the calculations and the significance of the figures in 
relation to the business concerned should be stated 
clearly. 

We have had much ЕРТ of the recomende- 
tion both at home and overseas; we have also had some 
criticism, The criticism has sometimes been well 
argued but sometimes it has been ill-informed, some- 
times by people who had either not read the document 
itself or had failed to study it carefully. I do not ask 
that the Institute's. recommendations should be 
accepted if they are unconvincing, but I do ask that 
all members will at least peruse and study them before 
they condemn them. : 

'The subject-matter of Recommendation XV was 
prominently before the International Congress which 
devoted a session to it. The discussion of the paper 
showed great divergencies of view and led to no final 
conclusion. It was, however, evident that the matter 
was one of very live interest throughout the world and 
formed a very suitable subject for discussion in a 
congress of that kind. 

I should add that in accordance with the statement 
by the Council in the headnote to Recommendation 
XV the other recognized public accountancy bodies 
were duly asked to nominate representatives to 
join ours in further study of the subject. A first 
meeting was held in November last, but the official 
comments of the Councils of the bodies concerned 
on certain vital matters have not yet been received. 

Perhaps before we leave this subject of recom- 
mendations you would like to know something of the 
principles by which the Council determines whether 
а particular recommendation shall be issued. 'l'hree 
conditions have to be fulfilled — first, its substance must 
be approved by an overwhelming majority of the 
Council; a bare majority is not enough. Second, it must 
be reasonably concise in form; the Council does not 
want to burden the members of the Institute avoidably 
with reading matter, Third, there must, in the opinion 
of the Council, be a real need for a declaration on the 
subject and the document itself must be a real contribu- 
tion in this direction. 

Judging by the reception accorded to the recom- 
mendations made by the Council since they were 
initiated in 1942, I think we may feel that these 
principles have provided a satisfactory basis for 
action by the Council. | : : | 
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Taxation 
Meeting as we are within so short a time after the 
Chancellor’s Budget statement, you will not expect 
exhaustive comment upon it from me. There are, 
however, some matters to which I ought to refer: 

(1) Excess profits levy. I was profoundly glad to hear 
the news that the excess profits levy is to disappear 
from the fiscal scene at the end of this year. My regret 
is that it ever appeared and that, having appeared, it 
has to stay with us 80 long. It is a thoroughly bad tax, 
inequitable in its incidence, a deterrent to efficiency 
and bold and adventurous planning, a discouragement 
to initiative and enterprise. It tends to counteract the 
very factors which need to be allowed full play if, 
through skilful and energetic management, the 
expansion of our trade, particularly in the export 
markets, is to be carried to the level which is vital to 
our country's economy. 

'The retention of the levy would certainly not have 
been the way in which to prepare for the second 
Elizabethan era and I am glad to know it is to go. The 
glories of the first era which we call by that illustrious 
name, were won by the undaunted adventurous spirit 
of our people, by their faith, their enterprise and their 
ambition. They were ever reaching out over uncharted 
seas to lands afar and to worlds until then unknown. 
Our generation will never make itself worthy of the 
Queen's great name unless it too has character and 
courage, enterprise and initiative. The excess profits 
levy lays a dead hand on enterprise, substitutes 
caution for courage and risk-taking, destroys initiative 
and encourages inefficiency. 

'The removal of the levy next December will give 
the vigorous enterprise grounds for hope that after 
1953 it may reap some of the results of its endeavours. 
The levy will go unhonoured and unregretted into 
the limbo of history. 

(2) Profits tax. 'T'he profits tax is another unsatisfac- 
tory tax which we accountants would very much like 
to see withdrawn. It falls upon the reserves which 
would otherwise be available for retention in businesses 
or for dividend on the equity capital. It encourages, 
and in the experience of many of us has caused or 
contributed to, the development of unsound capital 
structures through the encouragement it gives to the 
issue of loan capital instead of share capital. 

Moreover, the position in regard to non-distribution 
relief from the tax is very complicated and thoroughly 
unsatisfactory. I will cite only one example: Sums paid 
away in taxes since 1946 are in large measure treated as 
profits which, having enjoyed non-distribution relief, 
may give rise to future distribution charges in certain 
circumstances. If а company goes into liquidation the 
reserves which may become liable to profits tax are not 
only those which comprise its actual undistributed 
earnings since the distribution feature of profits tax 
came into force in 1947. Its undistributed earnings for 
earlier periods and its capital profits, if any, may also 
be liable to a material extent when they come to be 
distributed. 'T'his is because amounts already paid away 
in taxation are nevertheless treated for purposes of the 
tax as if they were retained profits. This serious 
anomaly, along with other serious defects of the tax, 
ought to be rectified by withdrawal of the profits tax, 
or, failing that, by its drastic amendment. 

(3) Self-employed persons. Many of you know that 
my recent remarks at Sheffield about the unfair 
treatment of the self-employed persons in relation to 
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pension schemes received wide publicity in the Press. 
I have not time to repeat them here in detail. In my 
opinion the self-employed person, including the 
practising member of our Institute, has had a raw deal 
from successive governments on this matter as 
compared with the salaried executive of companies. 
Cases have come to my own notice of men leaving the 
practising side of the professions because of this. The 
practising member is a vital part of our Institute and 
with the proprietor-trader or practitioner in other 
professions is an essential part of the national economy. 
His needs cry out for justice. Sympathy is not enough; 
he needs action. I hope this action will not be long 
delayed. (Hear, hear.) 

(4) Taxation generally. In making these remarks 
about taxation, I have chosen for critical comment 
only a few aspects of that vast subject. I must also in 
fairness record my belief that the reductions in income- 
tax, which the Budget contains, ought to be régarded 
аз providing a modest incentive to proprietors, 
managements and employees. These are all given at 
long last a ray of hope in this the most heavily-taxed 
country in the world. 

The reintroduction of initial allowances on capital 


expenditure will provide temporary financial assistance 


in the re-equipment of industry, and in these days of 
financial stringency will be welcomed by those who 
benefit. The advantages and disadvantages of the 
initial allowance system were discussed fully by 
witnesses before the Tucker No. 1 Committee, and it 
would be unprofitable for us to embark on that large 
subject today. i 

We all want taxes to come down, because, apart 
from our personal needs in this connection, we believe 
that only by their substantial’ reduction can this 
country” regain its proper financial and economic 
position in the world. The Chancellor has the invidious 
responsibility of deciding the amount by which they 
can properly be reduced. He is deserving of our very 
great sympathy, for he must háve had exceptional 
difficulty this year in striking a fair balance between 
the needs of the present generation of taxpayers and 
those of the future. 


Gratitude to Otbers 


I now turn to another subject, one on which I can 
speak with unqualified pleasure. 

During my year of presidential office I have 
benefited in full measure from the advice and help 
which only the experience and judgment of the past 
presidents can supply, and have enjoyed the loyal 
support and co-operation of the Vice-President, Mr 
James Blakey, to whom I am very greatly indebted. 
He has not only deputized for me on several occasions 
in this country when other duties on behalf of the 
Institute have taken me elsewhere, but at very short 
notice he arranged to represent the Institute with 


Mrs Blakey, at the fiftieth annual meeting of the. 


Canadian Institute in Quebec and Montreal in 
September of last year. 

‘To the Secretary, Mr Maclver, the assistant 
secretaries and the other officers and staff of the 
Institute I can express my thanks and admiration of 
their services, but-I can never do this with sufficient 
emphasis. Nobody who has not had the experience of 
dealing at first hand with the great range of matters 
which conie before the Institute in the course of a year 
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and of seeing how Mr Maclver and his colleagues 
handle them can appreciate the debt which the 
Institute owes to him and them. They have one 
purpose, that of serving the Institute and its members; 
and right well they carry this out. (Hear, hear.) : 

Mr Maclver’s colleagues will, I am sure, acquit me 
of invidious intent if I say.that his personal contribu- 
tion to the welfare of the Institute has this year again 
been of major proportions. He has been indefatigable 
in his efforts to further its interests, has travelled on 
its behalf with the vice-president to Canada, and 
with me in the U.S.A., and has accompanied me on 
all my visits to district society dinners as well as 
attending ‘himself several other district society. 
functions which for one reason or another I. was 
unable to attend. . 

I wonder if it is generally realized how all this work. 
and the work at Moorgate Place have to be fitted in.. 
Mr МасТуег has to delegate much of his duties but 
has his finger on every thing that matters. This is no 
new discovery, for my predecessors have known it as 
well as I do: I want, however, to say to you how. 
fortunate you are in having а man whose charm, tact, 
common sense and gifts for friendship endear him to 
all, whose self-sacrifice and leadership to his colleagues 
give them the example which enables the Institute to’ 
stand where it is. (Hear, hear and applause.) 

The highest compliment I can pay to his colleagues 
is that they are worthy of the leadership he gives them.. 
I am not going to mention.more names, but the 
contributions of the assistant secretaries and-the other 
officers and staff to the work and success of the 
Institute are of very material importance. I thank 
them on my own and your behalf most warmly. 


Conclusion 


You will, I am sure, forgive me if I close this address 
on a personal note. My year вв your president is 
approaching its end. In little more than а month from. 
now I shall be making way for my successor. 

It has been a strenuous but happy year. I have 
appreciated enormously the privilege of serving you, 
of meeting you here and elsewhere, of representing 
you in various places, and of endeavouring to assist the 
Institute and the profession as a whole in every way 
which has been within my power. 

When the time comes I shall lay down my office 
full of confidence in the future of the Institute. Let us 
see to it that our future recruitment of articled clerks 
brings into our ranks men of character, independence 
of mind, initiative and ability, and that we give them. 
the training and leadership which they need. Let us 
also always be ready to serve the public and our clients 
in all proper and reasonable ways. We can then march 
forward in the sure faith that the name of chartered 
accountant will be honoured in the future wherever it 
is heard, and that our Institute will go forward from 
strength to strength towards its destiny. (Applause.) 

I now beg to move that the report of the Council and 
the accounts of the Institute for the year 1952 be and 
they are hereby adopted, and I will call upon the Vice- 
President to second that proposal. 

Mr James BLakzv (Vice-President): Mr President. 
and gentlemen, I beg to second that resolution. 

‘THE PRESIDENT; The resolution has been moved and 
seconded and the report and accounts are now open to 
you for question or discussion. : 
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DISCUSSION 


Mr Н. A. Kinney: І have noted with great pleasure, air, 
that a preliminary move has been made i me connection with 
the resolution which stood in шу, name last year regarding 
pensions for staffs in accountants’ offices. resolution, 
sir, a$ you know, was carried by a very full meeting unani- 
mously. Would it be asking too much, sir, to hope that 
some concrete might be forthcoming before we meet 


again 

Тнв Present: І think the fair answer to that question; 
which is a very natural one in the circumstances, is simply 
this. We have done a great deal of work on the matter since 
the last annual meeting. We appointed a committee imme- 
diately after the annual meeting but very soon we discovered 
that it would be impracticable to put forward any proposals 
which were likely to be satisfactory without knowing, first, 
what the Tucker No. 2 Committee had in mind, and per- 
haps, if we could get it, knowledge of any action which was 
to be taken by the Government on the report of that com- 
mittee. We have from week to week and month to month 
been hoping that the report of that committee might be 
forthcoming. We are still hoping — 1 see no reason to 
des of it — and therefore I just ask you to be a little 
patient. Аз soon as that report is produced we will apply 
our minds again to a study of the problem. 

Mr С. B. C. Носнев: Told ike, Mr President, if I 
may, to make one observation about the examinations 
account, because, having just passed that stage myself, it 
touches me rather closely. There is in a substantial 
surplus on the account but I observe a little note has been 
made that the account does not include the indirect expenses 
of the Institute. I wonder whether that is not by way of a 
note of conscience on the part of the Institute (laughter) 
that the examination account should show such а surplus. 
І feel that the examination fees are quite high enough; quite 
a number of us feel that they are a considerable expense and 
we wonder whether i it would not be possible to reduce them 
by, say, half a guinea each. There would be quite enough 
surplus to do that another-year. Jt might be argued. that if 
thet was done the examination account would not show a 

lus, but it seems to me that it is one of those accounts 
which should not show a surplus. Qur Institute should run 
the examinations essentially at the lowest possible figure 
because they are a vital part of the expenses of the Institute, 
and I feel, as one who has just passed through, it does not 
seem correct that the examinations should be run at a profit, 
even though I grant that it does not take into account 
indirect expenses. 

Tue Present: That remark will, of. course, be. con- 
sidered by the appropriate committee of the Institute. For 
myself, I would say right away that the note on the examin- 
ation account is no indication of any feeling of conscience 
(laughter) ~ none whatever. If we were to make a correct 
allocation of salaries and other administrative costs the 
account would certainly be showing what you desire, sir, 
(Laughter.) I do not think I am likely to be far wrong in 
saying that while the suggestion will be considered, it is 
unlikely that any change in that particular respect will be 
made. It is open to argument — and every year the matter 
comes ир — whether ‘Fees for certificates of exemption’ are 
a proper credit to that account. It receives a credit which is 
roughly equivalent to the gross surplus that is shown on the 
account, #8 you will see. Some people say that obviously the 
loss runs into several thousands of pounds on examinations 
already, and I should not be true to quier if I were to hold 
out any real hope thát examination fees might be reduced. 

Gentlemen, if there are no other points to be raised by 


any member, I put the resalution that the report.and: 


accounts be adopted to the meeting. Those in favour? On 
the contrary? Carried unanimously. 

. I now have to move that this meeting of the Institute con- 
firms the áppointments which have been made during the 
year to fill vacancies on the Council-a& set out in paragraph 8 
of the Council's report. Those persons who have been so 
appointed to fill vacancies are — giving their surnames only — 
Meses. Clarke, Clayton, Corton, Fea and Whinney. I will 
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call upon the. Vice-President to second that proposal: 

Mr James Braker: Mr President and gentlemen, 
to second that proposal. 

Tue Present: Those in favour? To the contrary? 
Carried unanimously. 

The next item on the agenda is the election of members 
to fill the places of those who are due to retire under bye-law 
5. They have all been nominated for re-election, and I will 
ask Mr Matthews to propose that they be re-elected. 

Mr R. P. MaTTHEWS: Mr President, ladies and gentlemen, 
I have pleasure in moving: 


*That the following members of the Council who are due to 
be re-elected under bye-law be re-elected: Messrs Ash, 
Campbell, Carrington, Dorm Dicker, Mackenzie, Strachan, 
Touche and Walker.’ 

Mr President, in moving a like resolution on a previous 
occasion, I ‘confeased that I had that year read through in 
some detail the report of the Council, which gave me an 
extra opportunity of appreciating the work which the 
Council does on the members. This year I feel a 
little less virtuous and confess that I have not read the 
report through fully, but I am sure that all members do 
appreciate the work the members of the Council have to do. 
If we come to a meeting here we find many of the members 
of the Council are present, we read in Accountant the 
work they are carrying out, and we have some under- 
standing, Mr President, from your vigorous report today 
of some of the many matters which the Council have соп- 
sidered. 1 have no doubt that these gentlemen, when th 
are re-elected, will have gn equally large quantity of pork 
to do next year. We appreciate what they do on behalf of 
members, and I have pleasure in moving that these gentle- 
men, whose names I have read out, be re-elected. 

Tue PRESIDENT: I believe Mr Hart wishes to second that. 

Mr N. B. Hart: Mr President and gentlemen, I have 
pleasure in seconding that resolution. I think it needs no 
further comments or commendation from me or anyone to 
bring to the notice of the meeting the very great work done 
by these gentlemen. I second. 

Tue Present: Those in favour of the re-election of 
these gentlemen please show? On the contrary? Carried 
unanimously. Mr Giles, I think you have a proposal with 
regard to the auditors? 

Mr С. С. GIES: Mr President, and gentlemen, I have 
much pleasure in moving: 

"That the auditors, Mr Geoffrey Bostock, ECA., and Mr 
- John Myers, F.C.A., be re-elected as auditors for the ensuing 
year at a remuneration of 250 guineas each.’ 

Mr A. A. Wy iz: Mr President and gentlemen, 1 have 
much pleasure in seconding that resolution. 

THE PRESIDENT: Gentlemen, you have heard the resolu- 
tion about the reappointment of the auditors and their 
remuneration. Those in favour? On the contrary? ‘That is 
carried unanimously. 

Now I have to move two resolutions with regard to 
special payments which the Council have thought it right 

to make' on your behalf from the funds of the Institute. 


T, move, first: 


"That this meeting approves the action pf the Council in 
having contributed two hundred and fifty guineas from the 
funds of the тоне to the King George VI National 

- Memorial Fund.’ 

I further move: : 

"That this meeting approves the action of the Council in 
having contributed two hundred and fifty guineas from the 
funds of the тана to to the Lord Mayor’s National Flood and 
Tempest Distress Fund.’ 

| will ask the Vice-President to second both these reso- 

lutions. 

Mr James Brakgv: Mr Chairman and gentlemen, I beg 
to second these resolutions. 

‘Te PRESIDENT: All in favour of the first resolution? On 
the contrary? That is carried unanimously. 

* Those in favour of the second resolution? On the con- 

mam Carried unanimously. 

I think, gentlemen, that concludes the business of the 


600 


meeting, but I would like to remind you that after this 
meeting the Benevolent Association holds its meeting under 
the presidency of our old friend Mr George Freeman. I 
urge as many of you who can to stay for the short time 
which that meeting will occupy. 

Mr J. H. Mann: Mr President, sir, before we go. Ladies 
and gentlemen, may I on your behalf and on behalf of the 
much greater audience outside this hall, express as well as 
I can our thanks and appreciation for all our President has 
done for the Institute this year. (Hear, hear.) He has given 
us a most inspiring address and m it he has paid tribute to 
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the team that are working with him. We all endorse and 
appreciate what they do, but gentlemen, a team needs a 
leader, and Mr Robson has given us that leadership in full 
measure. May I ask you to show in the usual manner your 
sincere appreciation, respect and admiration for all he has 
done for us during the past year. (Applause.) 

Presipent; Thank you, Mr Mann, and thank you, 
gentlemen. I have said already in my closing remarks that 
it has been an inspiration to me to serve during the past 
year, and I have derived a great deal of satiafaction from it. 

The proceedings then terminated. 


MEETING OF THE COUNCIL 


At a meeting of the Council, held on Wednesday, 
May 6th, 1953, at the Hall of the Institute, Moorgate 
Place, London, EC2, there were present: 


Mr Т. B. Robson, M.B.E., President, in the chair; Mr J. 
Blakey, Vice-President; Messrs H. Garton Ash, O.B.R., 
M.C., М. L. Barrows, Sir Harold Barton, Mr T Hamilton 
Baynes, ‘Sir Bernhard Binder, Messrs С. W. Boyce, C.B.E., 
W. С. Campbell, P. Е. Carpenter, W. S. оп, 
D. А. Clarke, J. Clayton, S. У. Cornwell, E. С. Corton, 
W. W. are]; R. Freeman, P. F. Granger, D. V. House, 
Sir Harold Howitt, 0.3.8, р.3.0., M.C., Sir Russell Kettle, 
Messrs W. H. Lawson, C.B.E., J. S. Mackenzie, K. A. E. 
Moore, P. Morgan-Jones, S. J. Pears, C. U. Peat, M.C., 
P. M. Rees, M.C., L. W. Robson, С. Е. Saunders, Gilbert D. 
Shepherd, M.B.E., К. G. Shuttleworth, B. Smallpeice, C. M. 
Strachan, о.в.в., E. D. Taylor, G. L. C. Touche, E. Gordon 
Turner, M.c. А. D. Walker, T. Walton, Sir Nicholas 
Waterhouse, K.B.E., Messrs E. Е. С. Whinney, Н. B. Т. 
Wilde, R. P. Winter, M.C., with the Secretary and Assistant 
Secretaries. 


Coronation of Her Majesty 
Queen Elizabeth II 


'The Council unanimously resolved that the following 
Loyal Address be sent to Her Majesty Queen Elizabeth 
II on the occasion of her Coronation: 


"That the President, Vice-President and Council of 
The Institute of Chartered Accountants in England and 
Wales, on behalf of themselves and the Fellows and 
Associates of the Institute, desire humbly and respectfully 
to offer to Her Majesty their sincere congratulations on the 
occasion of the Coronation of Her Majesty. They also 
desire to express to Her Majesty their loyal devotion e 
Her Person; and pray that Her Majesty may 10 
spared to rule in Peace and Happiness over Her loyal 
and devoted peoples.” 


Death of Her Majesty Queen Mary 


The Secretary reported the receipt of the following 
letter from the Home Secretary, Sir David Maxwell 
Fyfe: 

‘I have had the honour to lay before The Queen the 
Loyal and Dutiful Address of the President, Vice- 
President and Council of The Institute of Chartered 
Accountants in England and Wales on the occasion of 
the lamented death of Her late Majesty Queen Mary 
and I have it in Command from The Queen to convey 
to you Her Majesty’s thanks for the expressions of 
sympathy which it contains.’ | 


Welcome to New Member 


The President welcomed Mr Jack Clayton who was 
attending for the first time as a member of the Council. 
Mr Clayton briefly replied. 


Exemption from the Preliminary Examination 
One application under bye-law 63 (a) for exemption 
from the Preliminary examination was acceded to and 
one application was not acceded to. 


Exemption from the Intermediate Examination 
One application under bye-law 85 (b) for exemption 
from the Intermediate examination wàs acceded to. 

Four applications under bye-law 85 (a) for exemption 
from the Intermediate examination by persons who 
had produced evidence of having graduated by taking 
one of the degree courses approved by the Council 
under bye-law 62 were acceded to. 

Exemption from the Intermediate examination 
granted under old bye-law 34a (d) was cancelled at the 
request of an articled clerk. 


Intermediate Examination 
Two applications under bye-law 81 for permission to 
sit for the Intermediate examination prior to the 
normal date were not acceded to. 


Final Examination 
One application under bye-law 86 to sit for the Final 
examination prior to the normal date was acceded to 
and one application was not acceded to. 
One application under bye-law 63 (е) for permission 
to sit for the Final examination prior to the normal 
date was acceded to. 


Nederlands Instituut van Accountants 
The Council decided that the invitation received from 
the Nederlands Instituut van Accountants for Mr 
D. A. Clarke and Mr and Mrs Maclver to attend the 
Accountants! Yearday, which is likely to be beld on 
September 26th, 1953, be accepted. 


Articled Clerk in Industrial Organization 
One application under bye-law 58 (с) from an articled 
clerk to serve a part of his articles in an industrial 
organization was acceded to. 


Articled Clerks engaging in Other Businesses 

Two applications under- bye-law 57 from articled 
clerks to engage in other businesses during their 
service under articles were acceded to. 


d Changes of Names 
Тће Council decided that the following changes of 
names be made in the Institute records: 
Dennis Isadore Cohen, A.C.A., to Dennis Lloyd Clayton. 


Joseph Jacobs, A.C.A., to Joseph Henry Jayson. 
Ernest Lloyd Price, F.c.a., to Ernest Lloyd-Price. 
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Michael Eliot Prince, A.C.A., to Michael Eliot Gerald 
rince. 
Peter Smith, A.C.A., to Peter Selmon. 


Approved Universities Degree Courses: 

Bye-law 62 
The Council resolved that for students commencing 
their degree course after September 3oth, 1953, the 
degree of Bachelor of Arts (either pass or with honours) 
in the University of Wales be approved for the 
purposes of bye-law 62 (in place of the previously 
approved course for the pass degree of Bachelor of 
Arts) provided that the subjects taken are in accordance 
with the course approved by the Joint Standing 
Committee of the Universities and the Accountancy 
Profession. 


Finance Bill 


The Council authorized the President and the Chair- 
man of the Parliamentary and Law Committee to 
settle the terms of a memorandum for submission to 
the Chancellor of the Exchequer on matters arising on 
the Finance Bill. 


'The Institute of Chartered Accountants 
of Ontario 


'The Council learned with very great pleasure that the 
President of the Institute, Mr T. B. Robson, had been 
elected to fellowship of 'The Institute of Chartered 
Accountants of Ontario, an honour which is reserved 
for those who have rendered distinguished service to 
the profession. 


Certificates of Practice etc. 


It was resolved: A 
(1) That certificates of practice be issued to the 

following fifty-two associates who have commenced 

to practise: 

Bancroft, John Norman; 1952, A.C.A.; (Jones, Ross, Howell 
& Co), 19 Dunraven Street, London, W1, and at High 
Wycombe. 

Bloom, Norman 1953, A.C.A.; 142 Chatsworth Road, 
Clapton, London, Es. 

Bayliss, Thomas James, D.F.C.; 1950, A.C.A; (Amsdon, 
Сови & Wells), тоз Cannon Street, London, EC4. 
Black, Cyril Alfred; 1953, А.С.А.; (C. Black & Co), Barclays 

Bank Chambers, 300 Mare Street, London, E8. 

Blagg, Charles William; 1947, A.C.A.; (“Dean & Son), 4 
Market Square, Stafford. 

Boxall, George Gordon; 1952, A.C.A.; (Amsdon, Cossart & 
Wells), 103 Cannon Street, London, ЕСА. 

Bradbury, Denis Carlos; 1949, А.С.А.; (Maynard Green & 
Co), 16 Market Place, Brackley, Northants, and at 


Daventry. 

Brown, Geoffrey Harold; 1949, А.С.А.; (*Monkhouse, 
Stoneham & Co), 695 Salisbury House, London Wall, 
London, ЕСа. 


Clarke, Walter John Lewis; 1948, A.C.A.; (Hodgson, Harris 
& Co), 17/18 Mincing Lane, London, EC3. 

Dadswell, Frank William; 1952, A.C.A.; (Ca ngham, 
Brown & Co), Balfour House, 119-125 Finsbury Pave- 
ment, London, ЕСа. 

Dean, Walter Richard, B.A.; 1952, A.C.A.; (*Dean & Son), 4 
Market Square, Stafford. 

Eagle, Reginald James Humphry; 1953, A.C.A.; (Shipley, 
Blackburn, Sutton & Co), Broadmead House, 21 Panton 
Street, Haymarket, London, SW1. 

Ellam, Dennis; 1950, A.C.A.; (Middlemiss, Sheasby & Co), 
Ronson House, 352-353 Strand, London, WCa. 

* placed against a Firm Name signifies that the Firm is not 

exclusively composed of members of the Institute. 
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Finlayson, Donald Malcolm; 1948, A.C.A. (Harmood 
Banner, Lewis & Mounsey), 24 North John Street, 
Liverpool, 2, and at Chester and London. 

Fisher, Brian Shillson; 1950, A.C.A.; (*R. Stewart & Co), 
Eagle House, High Street, Chard, Somerset. 

Fors Kenneth Norman; 1951, A.C.A.; Castle Chambers, 
6 Vernon Street, Stockport. 

For, John Alexander Don, B.A; 1950, A.C.A.; (Baker, 
Todman & Co), Canada House, Norfolk Street, Strand, 
London, WCa. ; 


Gibbard, William Lawrence; 1953, A.C.A; 162 West 
Street, Dunstable. 

Goodchild, Gordon Edwin; 1952, A.C.A.; (Scrutton & 
Goodchild), 34 Museum Street, Ipswich, and at Dover- 
court and Saxmundham. 

Gunby, Stanley John; 1952, A.C.A.; (*Alfred С. Deacon & 
Co), National Chambers, 4 Horsefair Street, Leicester. 
Hackwood, Frank, т.р.; 1923, A.C.A.; 17 Barnfield Wood 

Road, Beckenham. 

Hall, William Horner; 1948, A.C.A.; (Hodgson, Harris & 
Co), Bank Chambers, Parliament Street, Hull. (For other 
towns see Hodgson, Harris & Со). 

Hann, Harry Edwin; 1952, A.C.A.; (Baker, Sutton & Со), 
Eldon Street House, Eldon Street, London, ЕСа. 

Harrison, Richard Francis; 1951, A.C.A.; (Smith & Harting), 
14 Queen Victoria Street, London, EC4. 

Hobson, David Constable, м.А.; 1950, А.С.А.; (Cooper 
Brothers & Co), 14 George Street, Mansion House, 
London; ЕСА, and at Birmingham and Liverpool. 

Holey, Brian; 1951, А.С.А.; (*Brough, Holey & Peel), 5 
Prospect Crescent, Harrogate. 

Hollis, Arthur Norman, D.F.C.; 1948, А.С.А.; (Limebeer & 
Со), a Broad Street Place, London, ЕС2. 

Isherwood, Norman; 1931, A.C.A.; (Porter, Matthews 8 
Marsden), 43 Preston New Road, Blackburn, and at 
Burnley. 

Jarrett, Michael Richard; 1953, A.C.A.; 80 Lancing Road, 
Orpington, Kent. 

Jones, Frederick; 1952, A.C.A.; (&Monkhouse, Stoneham & 
Со), 695 Salisbury House, London Wall, London, ЕСа. 

Keane, Bernard; 1953, A.C.A.; 32 Ravensdale Road, Stam- 
ford Hill, London, N16. 

Knights, Alan John; 1948, A.C.A.; (Hereward, Scott, 
Davies & Co), 3 St Helen’s Place, Bishopsgate, London, 
EC3, and 159 Stoke Newington High Street, London, 
№16; also at Finchley and Palmers Green. 

Knights, Donald Stanley; 1947, A.C.A.; (Gilberts, Hallett 
& Eglington), 51 Coleman Street, London, ЕС2. 

Lambert, Donald Herbert; 1952, A.C.A; (Attlee, Edge & 
Lambert), 163 Hamstead Road, Handsworth, Birming- 
ham, 20. 

Latham, Harry; 1953, A.C.A.; 46 Hesketh Avenue, Bispham, 
Blackpool. 

Law, Raymond; 1948, А.С.А.; (W. E. & Н. К. Stacey), зо 
Exchange Street East, Liverpool, 2, and at London. 

Lee, Derek Jeffrey; 1948, A.C.A.; 245 Chester Road, 
Macclesfield. 

Leff, Robert Woolf; 1952, А.С.А.; 43 Leadale Road, 
London, №6. 

Maw, John; 1948, А.С.А.; (John Forsyth & Co), 4 Frederick 
Street, Sunderlan: 

McCreery, Hugh; 1950, A.C.A.; (Dryden, Dorrington & 
Co), Adelphi Chambers, 30 Brown Street, Manchester, 2. 

Mowforth, George McKee; 1953, А.С.А.; (Hodgson, Harris 
& Co), Bank Chambers, Parliament Street, Hull. (For 
other towns see Hodgson, Harris & Co). 

Owers, John Arthur; 1950, А.С.А.; (Limebeer & Со), 2 
Broad Street Place, London, ЕСа. ; 

Palmer, Joseph; 1948, A.C.A.; (Hodgson, Нагла & Co), 
Bank Chambers, Parliament Street, Hull, (For other 
towns see Hodgson, Harris & Co). . 

Price, John Graham; 1951, A.C.A.; (Graham Price & Со), 
Connaught Court, Connaught Street, London, W2. 

Russell, Stanley Ronald; 1953, А.С.А.; (5. К. Russell & Co), 
Medina House, Neale Close, Ossulton Way, London, Ма. 
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Selier, John Boudewyn, B.COM.; 1952, A.C.A.; 251 Dash- 
wood House, Old Broad Street, London, ЕС2. 

Shore, Thomas Henry; 1950, A.C.A.; (Ralph Beevers & 
Go), 49/50 Bradford Street, Walsall. 

Stephens, Peter Bernard, B.A; 1953, A.C.A; (C. R. 
Stephens &- Co), Prudential Buildings, 20 Park- Row, 
Leeds, 1 

Thompson, Dennis William; 1951, A.C.A.; (Attlee, Edge & 
Lambert), 163 Hamstead Road, Handsworth, Birming- 


турау а "john James, M.C.; 1951, A.C.A.; (Amherst & 

Shapland), 10 Holloway Street, Minehead, and at 

Wellington, Somerset. : 

Webster, Hubert; 1952, A.C.A; 81 Dugard Road, Clee- 

thorpes. n 
White, Grenville Claŭde Hazeldene; 1952, А.С.А.; (*Portley 

& Lethbridge), Guildhall Chambers, High Street, Exeter. 

'(2y That thirty associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- 
law 31). 

(3) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye- 
law 31). 

(4) That three applicants be admitted as associates 
under clause 5 of the supplemental Charter (bye- 
law 31). 

(5) That one applicant be admitted as an associate 
under clause 9 of the supplemental Charter (bye-law 
36). 

A list of those who complete their fellowship or 
membership before May i9th will appear in Li: 
Accountant of May 23rd, 1953. 


Registration of Articles 
The Secretary reported that sixty articles of clerkship 
were registered during the month of April 1953, 
making a total of 409 since January 186, 1953, as 
compared with a total of 412 for the corresponding 
period in 1952. 

Reversion to Associate 
The Secretary reported that Mr Reginald Lees had 
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reverted їо 'ап associate under clause 7 of the supple- 
mental Charter. 


Admissions to Membership Void. 


The Secretary reported that in two cases the adrnission 
of applicants to membership had become void under 
bye-law 41. 
. Resignations 
The Secretary reported the resignations of: 
Mr Arthur Felgate Diaper, A.C.A., Harrow. 

» Roland Spencer Moore, А.С. A, Derby. 

» Harold Bradley Roberts, a.c:a., Guildford. 

» Orlando Philip Worsley, А.С.А., Skipton. 


Death of Mr William Rose, F.C.A. 


The Council learned with very great regret of the death 
of Mr William Rose, Е.С.А., Newcastle upon Tyne, а 
member of the Council from 1935 to 1944. It was, 
resolved that the condolences of the Council be sent to 
the relatives of Mr Rose. : 


. Deaths of Members 


The Council received with regret the Secretary's 
report of the deaths of the following members: 
Mr Henry Charles Bound, F.c.a., London. 
» Cecil Le Cronier Browning, Р.С.А., London. 
. „ Anthony James Curtis, A.C.4., King's Lynn. 
» Gladstone Arnold Fowler, A.C.A., Nottingham. 
` „ George Edmund Greening, F.c.a., Sheffield. 
» Robert Alexander Hingley, A.C.A., ; Birmingham. 
» Cecil Lanphier Jones, F.C.A., Leeds, 
» William Stanley Lane, r.C.4., Birmingham. 
» Harold Bertram Leney, В.А., "AC. A., London. 
» Herbert Johnson Lovett, A.C.A., Sevenoaks. 
» Thomas Arthur Lauderdale Millons, A.C.A., London. 
» Frederick Emanuel Sidaway, M.C., Е.С.А., Birming- 


`» Reginald Graham Squiers, F.C.A., Birmingham. 
» Jobn Marshall Thompson, A.C.A., Cleckheaton. 
» Jobn Henry Ward, A.C.A., Brighton. 

-,, Arthur Whittaker, F.C.A., "Рордов. ' 

» James Leadbeater- Wing, B.A., A.C.A., Sheffield. 
» Robert Leak Winn, A.C.A., Doncaster. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant ` 
to bye-law 103 of the bye- laws appended to the supplemental Royal Charter of December 218, 1948, at 
- hearings held on March 31st, 1953. ` 


А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Mark 
Alwyne Simons, a.c.a., had been guilty of an act or 
default discreditable to a member of the Institute 
within the meaning of clause 21, sub-clause (3) of the 
supplemental Royal Charter, in that in or about the 
month of August 1951, he sold to a certain person 
securities stolen from a bank knowing them to have 
been stolen, so as to render himself liable to exclusion 
or suspension from membership of the Institute. The 
Committee found that the formal complaint against 
Mark Alwyne Simons, A.C.A., had been proved and 
the Committee ordered that Mark Alwyne Simons, 
A.C.A., Of 57 Greek Street, London, W1, be excluded 
from membership of the Institute. 


A formal complaint was preferred by the Investiga- 


tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a member 
of the Institute had been guilty of acts or defaults 
discreditable to а member within the meaning of 
clause 21, sub-clause (3) of the supplemental Royal 
Charter, in that he (a) neglected to give attention to 
the income-tax affairs of a client entrusted to him in 
or about January 1951 and (b) failed to reply to four 
letters from the secretary of the Institute, so as to 
render himself liable to exclusion or suspension from 
membership of the Institute. Тће Committee found 
that the formal complaint had been proved under 
heading (b) but not under heading (a) and the Com- 
mittee ordered that the member be reprimanded, but 
in view of his illness and present ill-health the Com- 
mittee considered that there existed special circum- 
stances which justified the omission of his name from 
the publication of the Finding and Decision: 
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CHARTERED ACCOUNTANTS’ 
- BENEVOLENT ASSOCIATION 


The аи annual general meeti 


of the Chartered Accountants’ Benevolent 


Association was held at the conclusion of the Institate’s annual meeting. Mr George 


R. Freeman, F.C.A. 


THE PRESIDENT: Gentlemen, I take it that you will agree 
that (ће notice convening the meeting and the auditors’ 
report may be taken as read? (Agreed.): 

The next item is the question of the adoption of the 
report and accounts for the year.ended February 28th, 1953. 
I do not propose to take up your time for very long, but I 
would like to make one or two observations. · - 

First of all, the Executive Committee have had a sincere and 
grievous loss in the death of our old friend Charles Fletclier. 
He was a very great help to us on the Executive Committee. 
He had such a genial character and had such sound common 
sense and we shall miss him very much indeed. 

' In addition to that, you will notice from the published 
list of our subscribers thaf he was the largest individual 
subscriber of an annual sum to the Benevolent Association. 
That is a feature. which I hope we shall be able to overcome 
to some extent by increased subscriptions from other people. 

In place of Mr Fletcher we are glad to welcome: Miss 
Watts as a member of our Executive Committee. I think 
it is time we had a lady on the Benevolent Association 


Executive Committee, and.I am quite sure that Miss Watts, | 


У who i is known to many of you, will be of great assistance to 
.us in our deliberations. (Hear, A 

this occasion we have published, as you веб, а list of 
subscribers. I hope you have been able to fitid time to look 
at that list and when you know members of the Institute 
who have not becorne members of the Benevolent Associa- 
tion, do your best to try and obtain from them some 
contribution towards our annual income. The fact that 
this hall is now so very much dénuded compared with what 
it was ten minutes гадо. shows, І feel, that many of those 
who have gone оці are not ‘members of this nevolent 
Association. I think they ought to be. 

The list of subscribers is, of course, a matter of cost. We 
reckon it will be a matter of something like £300 to cover 
the extra cost. We do hope that the increased subscriptions 
which the publication of the list should bring to us will 
‘more than cover that extra cost, and it does give district 
societies and others sorne ground on which to approach 
those of their members who are not members of the 
Benevolent Association. 

I would like to refer to the work of the Investment 
Sub-committee; it is mentioned in the rt. It consists 
of Mr Davis, Mr Eke and Mr Touche. Т грог have done a 
very good job indeed. They have met on quite a number of 
occasions when the Executive Committee has not been 
sitting, and they have carried through their task in a way 
which I d ite sure will earn your appreciation. Particu- 
larly I would like to refer to Mr Touche, who is not a 
member of the Executive Conimittee, but who bas kindly 


given us the benefit of his vast experience in settling the- 


affairs of the Investment Sub-committee. 

I do not think there is anything more I want to mention 
at the present time. Therefore I conclude by. moving the 
adoption of the report and accounts for the year ended 
February 28th, 1953. I shall be glad if the President of the 
Institute will be kind enough to second that. 

Mr T. B. ROBSON, M.B.E., M.A., F.C.A.: І have very great 
pleasure in seconding. 

Tse PRESIDENT: If there are any questions or comments 
anybody would like to make, I shall be pleased to do my 
best to reply. (A pause.) If there is nothing more to be said 
I will put the resolution. Those in favour of the adoption 
of the report and accounts? On the contrary? Carried 
unanimously. ‘Thank you very much. 

'The next matter is the question of the re-election of the 
honorary auditors. I think Mr McKenzie will propose that. 


the President), presided. 


Mr-K. R. McKznzm: Mr Chairman, I have much: 

leasure in moving: “That Mr Geoffrey Bostock and Mr 
Теба Myers be reappointed for the ensuing year and а vote 
of thanks to them for their honorary services be accorded.’ 

Mr J. H. ‘Mrrcuensr: Mr President and gentlemen, I 
have much pleasure in seconding that resolution. 

THE PRESIDENT: The motion із that the honorary auditors 
be re-elected with a hearty vote of thanks to them for their 
servicos: J take.it that you.are all that that should be 

adopted unanimously. (Applause.) you. 

ere 18 one more matter I ought to mention and that i is 
the great contribution the staff of the Institute make to this 
Benevolent Association. ‘As you know, the Institute’ does 
not make any grant to us directly, but by the way in which 
they have given us the benefit of the staff they have con- 
‘tributed very largely:to our well-being. In.that connection, 
of course, Mr MacIver takes. his part as Secretary of the 
Institute, and I: must also mention-my immediate Secretary, 
Mr Loveday, on my right at the present time; to him I 
cannot express sufficient gratitude for the work he does; 
his assistant, too, Miss Arkell, is also a wonderful almoner, 
who I am quite sure helps on the work of the Benevolent 
Association, Both Mr Loveday and Miss Arkell do give 
‘berieficiaries arid ‘those who Tave to come to apply for 
assistance all the help they can in formulating and putting 
their cases. гапе Mi Loveday anid NDA REM for tlieir 
efforts on our behalf. . 
. Without detaining.you any lon r,I thaik: -you very much 
елар: а attendance at this: meeting. (Applause.) 

: B. GARDNER: Mr President, ladies and gentlemen, 
no:doubt in the last few days.you.may have seen the 
competition organized by one of the evening papers for 
"The perfect secretary’. We have in. this Association the 

ect President. (Hear, hear.):It'is no formal matter that 
have to move — that is, our very grateful thanks to Mr 
‘Freeman for-his outstanding. services to ‘this Association. 
(Applause.) He gives hot ошу of his time and his money, 
but he brings to his duties a great sense of friendliness and 
-humanity.: Those who have the honour to serve on the 


„Executive Committee of the Association can beàr.witness 


to the. t.care and the great kindliness and sympathy with 
which he deals with the various cases, and I am sure you 
would wish me to extend to him our most grateful thanks 
for all he does for our Association, and at the same time; 
having in mind all he has done for the Instituteʻin the 

our hope that he may be spared to give us the bene! tot 
his advice and, as I say, his kindliness, for many years to 
come. (Applause.) 

THe PRESIDENT: Thank you very much indeed, Mr 
Gardner. I will do my best to further the work of this 
Benevolent Association which, as you know, has been one 
of the chief things in my heart for the past fifty years. 

‘was rather interested last night at the Prezidenta dinn TAE 
to hear Sir David Allan Hay, a Past President of the 
Scottish Institute, who was sitting next to me, refer to 
Gérard van de.Linde. Gérard van de Linde is probably just 
а word to many of you, but he was very keen on the 
Benevolent Association, and the Caspar and Sidney van de 
Linde Memorial Fund is one that is still mentioned in our 
report and accounts. I well remember when I was a yo 
member of the profession, I got into touch with Gé 
van de Linde and he induced me to try and help him with 
matters connected with the са Associa anoa E I am 

lad in e gave me the opportunity o me 
Mule qn his 1 think, very necessary Ássociation. Thank 
yon | (Applause.) 

The proceedings then terminated. 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND 
SIXTY-FIFTH ANNUAL MEETING 


The sixty-fifth annual meeting of members of The 
Institute of Chartered Accountants in Ireland was held in 
the Dawson Hall; 42 Dawson Street, Dublin, on Saturday, 
May and, 1953. Mr Herbert E. A. Addy, F. CA., was in the 
chair and the following members were present: 


Mr P. Butler, Vico: RUNE Messrs F. Cleland, W. 
Fitzsimons Francia Klin ngner H. Trevor Montgomery, P, Н. 
Purtill, J. Walker, and D. McC, Watson, Members of Council; and 

. С. Armstro: Armatrong, T. Bacon, E. W. С. W. 
A. 5. Boyd, К. Briscoe, С. Brock, T. Butler, С. E. Cameron, 
L. G. Chance, E. G. Crawford, R. N. Crawford, М.Р. Cremin, 
TE Dewan E De baie Wee „Р.У. Doran, R, Downs, 


. P. Downs, Т. D. Doyle, W. wyer, P. P. English, 7. 
Fogarty, D. McD. Foster, T. ‘Gannon с. T, 
W. McA. Geddes, E. C. Goold, M "Graham, v. n H. Grant, R. W. 
ess, k Johnston, P. M. Kavanagh, P. J. Kearns, B. J. Kelly, 

5 ennedy, S. H. Laughlin, R. C. Lewis-Crosby, S. Lilburn, 
T. D. Lorimer, А. , E. W. McDowell, M. "Меда, 
8. Р. McHugh, ү. JM cHugh, K. E. D. Mackrell, J. G. Mc- 


. W. Naismith, К. W. Е. Newport, J. C. Oakes, В. 
- O'Coileain, W. Н. O'Donnell, К. P. Е. Olden, М. 
DOT Patterson, C. S. R. Patton .P 
T: Biakertom S. H. Po kien, D. W. Pratt, J. E. Price, в Е. Reville, 
W. Robinson, Р. J Rosney, Ю. N. Rowe, С. Sco eae 
E, T. Smyth. R. Stanley Stokes, J. А, Taaffe, P. J. 
ictory, C. G. Walker, G. L. M. Whecler, J. E. Whelan, 
W. F. Woodworth, with Mr Wm. Edmiston Crawford, Secretary 


attendance. 

Apologies for absence were received from: 

Messrs J. Bailey, H. Boyd, С. В. Duffin, Н. H. Forsyth, 
T: hegan, S. A. Harding, R. G. Henderson, N. V. H 
E. T. McCarron, R. E. McClure, T. E. R MeDonad, Bes "мее, 
E. J. McKelvey, J. Malone, J. J. i Урана N. Murray, 
E. P. O'Carroll, J.C Ormaby, t^. H. Redde, 
n H. Soe, € Hill соппог, А. Б. womey, and Р. Т. 

atson, 


EXTRACTS FROM THE PRESIDENTIAL ADDRESS 


In the course of his presidential address, Mr H. E. A. 
Addy, F.C.A., Belfast, said: 


Resignations from the Council 
By the retirement of Mr G. H. Tulloch, r.c.4., Dublin, 
ad Mr W. L. H. Rodden, F.C.A., Belfast, the Council has 
lost two very valuable colleagues who have rendered much 
service to the Council, the Institute, and their respective 
district societies, of which both had been chairmen: in 
addition, Mr Rodden was y responsible for establish- 
ing the Belfast Society on its present basis in Riddel’s 
Buildings during the period of five years for which he 


acted as its honorary seter, 
The vacancies thus have been filled by the co- 


Зе of Mr David McCloy Watson, B.A., LL.B., E.C.A, 


of Dublin, in the place of Mr Tulloch and of Mr James 
Walker, ¥.c.a., of Belfast, in the place of Mr Rodden, and 
the Council regard these gentlemen as valuable accessions 
and confidently submit the appointments for confirmation. 


Membership 
The steady growth in our membership has been main- 
tained in 1952. 

The fact that the increase each year is modest rather than 
spectacular is a significant and to my mind satisfactory 
feature, for it is a reflection of the high standard required 
from candidates sitting for the Final examination. 

It is noteworthy that an increasing number of our 
younger members are taking up appointments in commerce 
and industry or under public authorities. Apart from the 
greater initial emoluments generally obtainable from 
employment of this nature, many of our members have a 
natural aptitude for and a leaning towards careers in these 

Unquestionably a young man with the discipline, train- 
ing and knowledge gained in o the Institute's 
qualification, has a much wider field of employment to 
choose from than one without such qualification. 


Articled Clerks 
At December 3181 last there were 337 clerks: under articles 
as compared with 330 in 1951, 319 in 1950, and 294 in 1949. 
The long-term problem in any profession is to secure 
entrants of a suitable type. In our profession this depends 
largely upon the exercise of discrimination by principals in 
the- selection: of pupils. There is a good deal to be said for 


the voluntary, adoption of a short probationary period for 
the prospective pupil prior to articles bemg entered 


into. ... 

District Societies 
The Belfast and Dublin societies are each mp most 
ped auxiliaries of the Institute. The Dublin 


playing its part in the arrangement о 
lectures, classes and debates and otherwise in promoting 
the interests and of the articled pupils. If you have 
read the issues of the Irish Supplement to The Accountant 
you will have some appreciation of the scope of the work 
carried on by the Belfast and Dublin societies, as sum- 
marized in the reports presented at their latest annual 
general meetings; and their committees are to be con- 
gratulated on their many-sided activities. 

You may remember that at the Institute’s annual general 
meeting last year some discussion took place as to the 
position of our members in Munster and the desirability 
of making some move towards the establishment of a 
district society there, and I undertook, in company with 
the Vice-President and some of my other colleagues on the 
Council, and Mr Crawford, to invite the Munster members 
to meet us. A meeting was arranged in Cork in November 
and we received a most cordial welcome. The project was 
taken up enthusiastically and the initial steps were taken 
for the formation of the Munster society. I am glad to see 


“some of our Munster friends here today. 


Company Law Reform 
The Representative Committee set up by the Government 
of the Republic is still in session. Mr Butler and Mr Brock 
represent the Institute on this committee. I understand 
that evidence will shortly be submitted on behalf of the 
Institute by a committee nominated by the Council. | 


The Institute and the South African Public 
Accountants and Auditors Act, 1951 
As a result of representations made during the year to the 
Public Accountants and Auditors Board of South Africa, 
on behalf of members of the Institute who may desire to 
сиве in the Union of South Africa, membership of the 
Institute has been reco for the purpose of certain 
sections of the South can Act of 1951, including those 
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relating to exemption from service under articles, abd 
to partnerships existing on April rath, 1951, between 
persons registered under the Act and unregistered persons 
i аа outside the Union who аге members of an 
body of professional accountants of equivalent 
statis. itus 1 regret to say, however, that the Final examination 
of the Institute has not, so far, been recognized for the 
purpose of Section» asl ) (€ ed tas ( (5) (a) of the och not- 
withstanding the Institute has "been 
таси by ER “British Coe as ication for 
appointment as auditors under the 1948 anies Act; 
and that quite a number of our members are ether i rac- 
tice or are holding high executive appointments in different 
parts of the world where their membership of the Institute 
entitles them, without further examination, to practise or 
admission to accountancy bodies established ı under statutory 
regulations of such countries. 

e Council is considering further representations with 

а wee to rectifying this anomaly. 


Finance 

The income and expenditure account shows a deficit on 
the year of £325. This is rather more than accounted for 

our contributions to the funds of the International 

gress and other relevant expenses, Nevertheless, in 
view of our increasing commitments, it seems imperative 
for the Institute, taking a long view, to budget year by 
year for a surplus sufficiently large to take care of normal 
outlay to provide for contingencies and occasional expendi- 
ture of an abnormal character and also for repairs ai end 
depreciation of our property. In the planning of our 
finances to this end it will be n ecessary, во far as one can 
вее, to take the unwelcome step of revising the 
subscriptions in an upward direction. 


Income Tax: Initial Allowances 
Our members in Great Britain and Northern Ireland will 
have been gratified by the decision of the British Chancellor 
of the Exchequer, as announced in his recent Budget 
speech, to reintroduce initial pliner for income-tax 


purposes, on capital expenditure on industrial buildings 
cec aano, morba 3 and I sincerely hope that the 
Minister for Finance in the Republic see his way to 


grant some similar relief, which is very much overdue, to 
industrialists in the Republic, who bave not in the past 
, had the benefit of any such allowances. 


Conclusion 
In conclusion may I on your behalf express our grateful 
appreciation of the service rendered to the Institute by 
Mr Crawford and Mr Stevenson; also to the officers and 
committees of the district societies. 
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Finally, I would like to take the opportunity of my 
retirement from office as President to say how grateful I am 
for the antag kindness авора to me опена ede just 
two years by the members of Council and by many o 
of my colleagues in the Institute. I would like, particularly, 
to refer in this connection to Mr Butler, the Vice-President, 
and to Mr Purtill who deputized for me at numerous 
functions when it was impossible for me to attend. 

As for Mr Crawford’s work, it is impossible to speak too 
highly. Only one who has through the Presidential 
chair can have any realization of the amount of secretarial 
work entailed the efficiency with which it is carried 
out by him and his assistant, Mr Green, 

‘The report and accounts were unanimously adopted. 


ELECTIONS 


Co-options and Elections t to Council 

The co-option to the Council d of Mr D. McC. 

Watson, B.A., F.C.A., Dublin, and Mr Aie alker, F.C.A., Belfast, 

was confirmed unanimously on the proposal of Mr Wm. Craig 
Gardiner, seconded by Mr D. W. Pratt. 

A ballot for election of four memben to tho Council resulted 

in the re-election of Messrs J. Bailey, Belfast, P. Butler, ania 

G. Francis Klingner, Dublin ture ofthe four retiring members 


and the election of Mr A. E. Dawson, Dublin. 
Election of President 

Mr Patrick Butler, аде Dublin,- was unanimously elected 
President for the the propose of Мин: E. A. 
Addy, seconded by Mr "Brod Mr thereupon took the 
chair and thanked the members for the honour they had bestowed 
upon him and for their confidence in him bie ais Доме E RATS 
best to justify. 


Election of Vice-President 
Mr Frank Cleland, r.c.A., Belfast, was ungnimously elected Vice- 
асве on. the proposikot ME E Butler, seconded by Mr H. 
"Trevor Montgomery. 
Election of Officers 

Mr Wm. Edmiston Crawford, Secretary and Treasurer, Mr Hugh 
Stevenson, Joint Secr , Belfast, and Messrs J. Grabam and 
Н. Н. Forsyth, Joint , were re-elected . 


Senate Elections: Nomination Committee 


The following five members were reappointed to 
- Institute on the Nomination Committee for the and 
Commercial Pane] under the Seanad Electoral (Panel Membara) 
Act, 1947: Messra P. Butler, Е. P. O'Carroll, P. J, Purtill, Н. 
Robinson, and R. Stanley Stokes, 


Vote of Thanks to Retiring President 


On the proposal of Mr P. J. Purtill, a most cordial vote of thanks 
to the outgoin President, Mr H. Е. А. Addy, for his services to 
the Institute ПРЕ Tee ee се was cartied with 
acclamation, 


QUARTERLY AND SPECIAL MEETINGS OF THE COUNCIL 


At the quarterly meeting of the Council on May rst, 1953, 
the following were present: 

Messrs Н. Е. A. Addy, President (in the chair); P. Butler, Vice- 
President; F. Cleland, W. Н. Fitzsimons, С. 

H. Trevor Montgomery, P. J. Purtill, James Walker, and D. McC. 
Watson, with the 5 ; Mr Wm. E. Crawford, and 
the Joint Secretary, Mr H. Stevenson, i in attendance. 

Apologies for absence were submitted from Mr John 
Bailey, Mr E. T. McCarron and Mr E. P. O'Carroll; and 
the was instructed to convey to Mr McCarron 
and Mr Bailey the Council's regret at their illnesses and 
heartfelt wishes for their recovery. 


Fellowship 


Mr Denis Barnett, Dublin, applied for and was admitted 
to fellowship. 


Members Admitted to Practice 


Applications by the following members for admission to - 


associateship in tactice y were acceded to: 
Mr Donal P. Patrick J. Kearns, and-Mr Seumas 
. Pomeroy, of Dublin, me dM Mr Francis McKeown, of Ballymena. 


Company Law Reform 


The memorandum of evidence prepared by the Special 
Committee appointed by the Council was approved for 
submission to the Company Law Reform Committee 
established by the Attorney-General of the Republic of 
Ireland to consider and advise what alterations are desirable 
in company law and in particular in the Companies (Con- 
solidation) Act, 1908. : 


Examinations 


It was reported and noted that 168 entries had been received 
for the examinations commencing 19th — an increase 
of eighteen compared with the total for May 1951 (150), 
thus: 





Inter- 
mediate Final Total 
Atthe Dublin Centre... eS 72 38 110 
At the Belfast Centre... .. 30 28 58 
z р 102 66 168 
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SPECIAL MEETING OF COUNCIL 


At a special meeting of the Council on May 2nd, 1953, the 
following were present: 

Messrs P. Butler, President (in the chair); F. Cleland, Vice- 
President; A. Е. Dawson, У. Fitzsimons, С. Е. Klingner, 
H. Trevor Montgomery, P. J. Purtill, James Walker, and D. McC, 
Watson, with the Secretary" Treasurer, V Mr Wm. E. Crawford, and 
the Joint. Secretary, Mr Stevenson, in attendance, 

Apologies for absence were submitted from Messrs 
H. E. A. Addy, John Bailey and E. T. McCarron. 


Examination Committee 


All the members of the Council were appointed to the 
Examination Committee for the ensuing year. 
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. Investigation Committee 
The following seven members of the Council were appointed 


. to be the Investigation Committee for the current year, 


under bye-law 82: 
Messrs P. Butler, President; Н. E. A. Addy, A. E. Dawson, ` 

M ig ec Fitrsimons, E. T. McCarron, H. Trevor Montgomery and 

Р 

| Senate Nomination Committee 


Authority was given for the authentication, with the Seal 
of the Institute, of the forms of appointment of the five 
members appointed at the annual general meeting of mem- 
bers this day to act on the Nomination Committee for the 
Industrial and Commercial Panel under the Seanad 
Electoral (Panel Members) Act, 1947, in the Republic. 


| LIVERPOOL SOCIETY | 
OF CHARTERED ACCOUNTANTS 
EIGHTY-THIRD ANNUAL GENERAL MEETING 


The eighty-third annual general meeting of the 
Liverpool Society of Chartered Accountants was held 
last Monday, following a luncheon attended by sixty- 
seven. members. 


President’s Address 


Mr С. N. Fullagar, F.c.a., presided, and in the 
course of his address referred to the reorganization of 
the Burton Manor residential courses, in conjunction 
with the Manchester Society. He continued: 


"We accountants see a great deal of the continuing effect of 
high taxation on incentives and on business enterprise — we 
see that businesses are hampered by heavy taxes on income, 
which prevent them from building up sufficient resources 
for the maintenance and development of their undertakings. 
I feel that the recent modest reductions in taxation which 
have been included in this year's Budget, and also the 
abolition of the excess profits levy as January rst 
next, were to some extent induced by the reasonable and 
lucid submissions and convincing arguments placed before 
the "Гискег Committee, the Royal Commission, and the 
Chancellor, by the Council of the Institute, and for this and 
the considerable services rendered by the Taxation and 
"Research Committee, both main and regional, I desire to 
express our thanks.’ (Hear, hear.) 

Itisnow more than two years since the Council sübitiftted 
a-memorandum to the Millard Tucker Committee relating 
to the difficulties which beset a self-employed person when 
he tries to make provision for his old age, and it is most 
disappointing to those of us who are in practice that the 
Tucker Committee has not so far published its report on 
the question of retirement in relation to taxation. As there 
is apparently to be no legislation on the matter in this year’s 
Finance Bill, it would seem that we shall have to wait at 
least another year before any constructive action is taken. 

‘Tt is surely only just and fair that the self-employed person 
should be permitted to provide for his retirement in bis old 
age, in the same manner and with the same taxation allow- 
ances as for a salaried director of a limited company; I am 
sure that members will agree with me that it 18 not con- 
ducive to the best interests of the community that pro- 
fessional—and other self-employed persons should be 
subjected to thia gross inequity, from which arises the 
anxiety that increases from year to year as one grows older, 
in wondering how to make provision for the time when it 
is no longer physically possible to earn one’s living. 

“We can only hope that the Tucker Committee will soon 
devise some scheme which will substitute justice for 
inequity.’ (Hear, hear.) 


. Mr Fullagar then referred to the continued activity 
of the Chester and North Wales Branch and announced 
the proposed formation of a branch in South Lan- 
cashire, He- expressed the regret of the Society at the 
resignation of Mr W. R. MacGregor from the Council 
of the Institute, of which he had been a member since 
1936, and thanked their other members of the Council, 
Mr A. D. Walker and Mr G. F. Saunders, for all they 
had done. He ended by.paying a tribute to the Hon. 
Secretary of the Society, Mr T. A. MacFarlane. 


Annual Report 


The report of the committee for 1952 showed that 
membership totalled 477. The year was. one of in- 
creased activity; there were six meetings and lectures 
and two series of lectures for Intermediate students 
and two for Final students. In addition, there were two 
courses, each of five lectures, for newly-articled clerks. 
'Total attendance at the residential courses, organized 
in conjunction with the Manchester Society, was 155. 
` The local discussion group for.younger practising 
members of the Society formed in 1950 has continued 
to hold regular meetings, as has another group formed 
in 1951. 

'The Society has continued, in conjunction with the 
Incorporated Accountants’ District Society of Liver- 
pool, to supply consultants every fortnight to advise on 
income-tax matters at the Citizens’ Advice Bureau. 
' The Hon. Secretary asks for names of members ог 
firms who will volunteer to assist in this scheme; it is 
not likely that a member will be called upon more than 
once a year. - 


: Chester and North Wales Branch 


The report of the Chester and North Wales Branch, 
which is appended, also shows an active year with a 
total of members at December 31st, of 69. 

Two general meetings have been held, The series 
of intermediate lectures although reasonably well 
attended, is to be discontinued. The committee, how- 
ever, is prepared to re-examine the matter if that should 
be the wish of the members. 

A report of elections at the fifth annual general 
meeting of members was published in The Accountant 
of March 28th, 1953. 
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NOTES AND NOTICES 


Personal 


Messrs Gipson Harris & Co and Messrs Fox, 
Нолкв & TURNBULL announce the merger of their 
practices as from May 14th, 1953. The combined 
practice will be carried on by Mr GnanaM L. Fox, 
T.D., D.L., F.C.4., Mr JOHN J. TURNBULL, M.C., F.C.A., 
and Mr L. M. GrBsoN HARRIS, M.A., F.C.A., under the 
name of Fox, Hoare, Harris & TURNBULL, Chartered 
Accountants, from Bilbao House, 36 New Broad 
Street, London, ЕС2. 

Messrs NEwTON, Bruce, VENNING & Со, Char- 
tered Accountants, announce that as from May 14th, 
I953, they have removed their offices from 23 
Compton Terrace, Upper Street, London, Nr, to 
Bank Chambers, 218-219 Upper Street, Nr. Тће 
telephone number remains unchanged: Canonbury 
2041-3. 

Messrs Cooper BRoTHERS & Co, Chartered 
Accountants, announce that they have opened a 
branch office at Manufacturers House, 6 Bolton 
Street, Newcastle, New South Wales, Australia. 

Messrs A. J. PALMER & Co, Incorporated Account- 
ants, of Portland Chambers, West Street, Fareham, 
and 36 High Street, Gosport, announce that Mr 
№. Н. MUNDAY, АЗАЈА., and Mr A. C. D. MILLER, 
А.З.А.А., have been admitted to the partnership. They 
have both been with the firm for a number of years, 
and Mr MILLER served his articles with Mr PALMER. 
The firm will continue to practice under the same 
name at the same addresses. 


Professional Notes 
Mr К. I. Marshall, B.COM., C.A., a partner in the firm 
of Dewar & Robertson, Chartered Accountants, of 
. Edinburgh, has been appointed to the board of 
Ailsa Investment Trust. 

MR L. W. Coxon, F.C.W.A., F.C.C.S., group financial 
controller of H. W. Carter & Co Ltd, the Royal 
Forest Factory, Coleford, Gloucestershire, has been 
Si due a director of F. Nash & Son Ltd, a 
subsidiary company, and chairman of its board. 

Mr Keith Alexander Miller, a.c.a., has been 
appointed Assistant Official Receiver for the Bank- 
ruptcy District of the County Courts of Bristol, 
Bridgwater, Cheltenham, Frome, Gloucester, Swin- 
don and Wells, and also for the Bankruptcy District 
of the County Courts of Exeter, Barnstaple, Taunton 
and Torquay, as from May ist, 1953. | 


Central Land Board 

~ ASSIGNMENT OF CLAIMS 
The Town and Country Planning Bill, 1952, has 
now reached its concluding stages in Parliament. It 
contains provisions affecting the assignment of claims 
for loss of development value under Section 58 of 
the Town and Country Planning Act, 1947. The Bill 

provides that: 

(а) certain assignments require the approval of the 
Central Land Board in order to be effective; and 


(b) other assignments should be notified to the 
Central Land Board within certain specified 
periods, and if not so notified require the 
approval of the Central Land Board in order 
to be effective. ` 


Assignments made before November 18th, 1952 ' 
Under the 1947 Act and regulations made thereunder, 
assignments made before November 18th, 1952, had to be 
notified by December 31st, 1952. The period for notifica- 
tion is now to be extended up to the end of one month 
from the passing of the Bill. It appears that a number of 
these assignments, made before the introduction of the 
Bill, have not in fact been notified to the Board. It is 
important, in the interests of those concerned, that they 
should be notified without delay. If not notified before the 
due date, they will require the 's approval. 
Assignments made on or after November 18th, 1952 
Assignments made on or after November 18th, 1952, fall 
into two categories: those which require the Board’s 
approval and those which require to be notified only. 

If an assignment 

(a) only operates to transfer the beneficial interest in a 

claim made in res of an interest in land to the 
person beneficially entitled to that interest in that 
land or to some interest in which that interest merges 
by virtue of the same instrument or as part of the 
same transaction or has already merged; or 

(5) does not operate to transfer any beneficial interest in 

the clai 
it does not require the Board’s approval, if notified to the 
Central Land Board not later than one month after the 
passing of the Bill or the making of the assignment which- 
ever be the later. If not notified in time it will require the 
Board’s approval. 

All other assignments made on or after November 18th, 
1952, will require the Board’s approval in order to be 
effective. In particular it should be noted that any assign- 
ment which is made on or after November 18th, 1952, and 
which affects only part of a claim is to require the Board’s 
approval. 

Persons who have already given notice to the Board of 
assignments, or have applied for the Board’s approval of 
assignments, made on or after November 18th, 1952, and 
have received an acknowledgment from the Board, do not 
need to send a fresh notice or application. The Board will 
write to them as soon as possible after the Bill is passed. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





~ 


In Parliament 
ENTERTAINMENTS Duty 
Mr Dzxpzs asked the Chancellor of the Exchequer 
the approximate rates charged and exemptions given 
on al forms of entertainment Tablet to entertainment 
tax. 
Mr Boyp-CARPENTER: 


Charge to the 
Scale of duty public including Rate of duty 
duty : 
First scale 
(Entertainments Nil 
on the stage, in та. for the first 
which the per- 1s 6d and 1d for 
formers are 6d or part 


present and 


of 6d over Із 6d 
perfo i 


Second scale 
(Racing, Nil 
other sports 14d for the first 
and exhibitions 15 3d and 4d for 
, etc.) та or 
part of 144 over 
15 3d | 
Third scale 
(Cinematograph Nil 
films, television According to a 
and other ге- scale for each 
‘produced en- 1d increase 
tertainments) above 8d, e.g. 
td for за ad 
for is, for 
1s 6d, and 
gs 10d for 
таз 6d with 44 


for each та or 
part of 1d over 
` 1as 6d 





Аз regards exemptions, as the conditions vary and 
are of some length, I am sending my hon. friend 
сор of the Customs notices in which these аге 

y set out. 
f | Hansard, Мау r1th, 1953. Written Answers, Col. 65 


Our Weekly Problem 
No. 69: STAINED-GLASS WINDOW. 
Charles Sidate was the centre square of the 
stained-glass window at one end of the hall. A lady, 
clad in night attire, appeared. to be brandishing some 
formidable instrument in each hand. ‘Allegorical, I 
suppose,’ he observed. His attention wandered to 
the squares of coloured glass surrounding the lady. 
All the s were the same size. At the other end 
of the V pene another square window with the same 
design. He found himself counting the panes of 
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coloured glass and discovered there were twice as 
many in the other window. 

How many squares of coloured glass were there al- 
together? 

The answer will be published next week. 


Answer то No. 68: From Аовотат TO HASTATI 


The figures must have been: А 
а 3 
Principes 
Pilani 18 
Velites 8 
itea s 
Centuriones 2 
: 101 
Less Aegrotat І 
100 
There were therefore 8 Velites. d 


. SEVENTY-FIVE YEARS AGO 
From Uhe Accountant or May 18TH, 1878 
An “Accountant”’ in Trouble 


A few mornings ago, at the Mansion House, the 
Lord Mayor had before him a person who described 
himself as an "accountant", and who was charged. 
with stealing a copy of the World from the bookstall 
at the Mansion House Station. The Lord Mayor 
dealt with the case as one of unlawful possession, 
and fined the delinquent 58. or three days' imprison- 
ment. It is unnecessary to tell any reionable being 
that the fact of thia person calling himself an 

“accountant” is no reflection upon the profession as 
a body, since it unfortunately posseases no power of 
preventing any one from assuming the title, however 
unwarrantably. Every man is not a gentleman whose 
friends address him as ‘“‘Esq.”; nor does everyone 
belo to the .accountant’s profession who dubs 

himself an accountant. But some unreasoning out- 
siders seem to think otherwise. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 





are posted to 
je ny wa the ar * aerie ol hi income-tax, his daar PL prot ar * d 
an tax, stamp duty, 
and estars duty judgment ment in tha Engllsh an а пса Cou rts is reported 


ME Horse Q.C. X The ne inci а of te 
. 

with detailed bead-notes yr Tables of cases and 

sidered, epar cable Re provided te ha on 

completion of each each volume. 
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THE SOCIETY’S YEAR 


HREE weeks ago we gave extracts from the report of the 

` Council of The Society of Incorporated Accountants and 
Auditors for the year 1952 and, in this issue, we reproduce 

the presidential address made by Mr С. PERCY BARROWCLIFF, 
F.S.A.A., at the sixty-eighth annual meeting held last Tuesday at 
Incorporated Accountants’. Hall. From both of these it is evident 
that the Society has had another year of commendable activity. 
The membership as at December 31st, 1952, totalled 9,518, an 
increase of 314 over the corresponding figure twelve months 


. earlier. A feature of the examination results was the high percent- 


age of passes in Part II of the Final, 245 out of 304, or 80 per cent, 
being successful. Altogether, 479 candidates passed the Final. 
examinations in 1952 and this, together with the steady influx of 


` articled clerks and bye-law candidates being enrolled each year 


(the figure for 1952 was 1,130) would seem to ensure continuity 
of numerical strength. 

The Society's revenue account for the year shows an excess of 
expenditure over income of £1,216 after charging the balance 
(£2,802) of its total share (£4,302) of the expenses of the Sixth. 


International Congress on Accounting. To the deficit has been 


added a special item of £4,375 being the proportion of the cost 
of the war damage restoration to property not recoverable from 
the War Damage ‘Commission. The total deduction from the 
balance of £8,126 brought forward from 1951 is thus £5,591, 
leaving £2,535 to be carried forward to 1953. 

In his presidential speech, MR BARROWCLIFF touches on two 
topics which concern the politics of the profession and one of 
broader import and of immediate interest to the whole business 
community. The first of the more domestic issues is the long debated 
but still unresolved question of the registration of the accountancy 
profession. Mr BarrowcLIrF deplores, as do all trained account- 
ants with a properly developed social conscience, the harm which 
unskilled and unqualified persons presuming to practise may cause 
both to the public and to the profession. He also regrets that the 
profession, as it is so constituted, cannot speak *with one voice on 
matters of public and accountancy concern’. The PmESIDENT'S 
views on the above have been strengthened by his recent visit to 
Canada and the United States where he received the impression 
that co-ordination, which has been achieved in each of these 
countries, had added appreciably to the authority and prestige 
of the profession: 

The answer to the first part of this problem, the elimination of 
the *quack', may be, as has been suggested, properly to educate 
the public as to the real meaning and purpose of accountancy. 
Individuals in practice may make a valuable contribution to this 
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end by setting the highest possible standard of 
service to clients but, in addition, consideration 
might be given to promulgating a statement, or 
series of statements, of the aims and ideals of the 
profession. This would have to be done by the 
Councils of the recognized bodies and it would 
be eminently desirable that it should be an agreed 
manifesto. It might well be that in drafting such 
a declaration, the task of discovering and defining 
common objectives would itself be of the greatest 
value in any discussions that may arise on the 
future of the profession. 

The second point of particular interest to the 
profession which Mr BaRROWCLIFF raises is the 
qualifications necessary for an accountancy career 
in industry. He considers that the technical and 
practical training afforded by the Society’s 
syllabus is, apart from 'a reasonable period of 
actual business training’, sufficient and that no 
other preparation or qualification is required. In 
his presidential address given at the recent 
annual meeting of The Institute of Chartered 
Accountants in England and Wales and repro- 
duced in our last issue, Mr Т. B. ROBSON, M.B.E., 
M.A., F.C.A., made a somewhat similar claim for 
the curriculum of the Institute. Here again, the 
existence of a definitive declaration of the oppor- 


tunities – and limits – of accountancy, such as 


that mentioned above, would be helpful, this 
time to entrants to the profession. In the choice of 
his career, a young man must be guided to some 


extent by expert advice, although the ultimate 


decision must be his own. The maximum of 
information regarding his elected vocation should, 
therefore, be made available to him. It may help 
him to avoid making a false start. It may also help 
to avoid the later embarrassment of confused or 
divided loyalties - to the professional body of 
which he is a member and to his employer in 
industry to whom he may think, rightly or 
wrongly, he could offer better service by obtain- 
ing further qualifications. 

Dealing towards the end of his speech with the 
mounting rate of Government spending, Ме 
BARROWCLIFF expresses alarm that the estimated 
expenditure for the current year is £4,200 million, 
a figure which does not include the substantial 
expenditure which local authorities have to incur 
under governmental direction and which is 
mainly responsible for the disturbing increases 
everywhere in local rates. Аз this budgeted outlay 
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has to be matched by our capacity to earn, the 
PRESIDENT emphasizes that the industrial machine · 
— the goose, as it were, that lays the governmental 
eggs – must be kept thoroughly efficient. To do 
this entails, in turn, retaining sufficient funds out 
of our national income to provide for plant 
replacement and.for additional capital for the 
natural development and expansion of business. 
It is therefore essential that Government spend- 
ing should be pruned to an absolute minimum so 
as to preserve the precarious balance of our 
economy. Mr BanngowcLiFF advocates that an 
independent authority or committee should be 
established immediately to examine ways and 
means of curtailing, by the exercise of stricter 
supervision and control, all wasteful Government 
expenditure. . 

Mr BARROWCLIFF reaffirms the opinions which 
he expressed so cogently both in his presidential 
address last year and later at the opening busi- 
ness session of the Sixth International Congress 
on Accounting, on the desirability of basing 
depreciation of fixed assets on their replacement 
value and of treating stock valuations on a replace- 
ment cost basis where normal continuity of 
trading is assumed. The hope he ventures that 
‘a satisfactory agreed pronouncement’ from the 
professional. bodies now considering these ques- 
tions may not be long delayed will be echoed by 
all accountants. As we stated in a leading article 
last week, ‘an authoritative lead by the profession, 
adaptable to any economic situation yet соп- 
stantly compatible with truth, is eagerly awaited 
by the bewildered business community’. 

Two pleasing academic events in the Society’s 
year should perhaps be mentioned. One was the 
foundation last November of the Stamp-Martin 
Chair of Accounting. The first occupant is MR . 
Е. SEWELL BRAY, F.C.A., Е.5.А.А., а Senior Nuffield 
Research Fellow in the Department of Applied 
Economics in the University of Cambridge, who 
delivered his inaugural lecture on the subject of 
progress in accounting research in March of this 
year. The other happening was the election, in 
the same month, of Sır Накотр HowirTT, G.B.E., 
D.8.0., M.C., Е.С.А., and Mr Grorce О. May, 
F.C.A., С.Р.А., as honorary members of the Society, 
in recognition of their services in connection with 
international congresses on accounting and to the 
profession generally. 
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VALUING GOODS FOR PURCHASE TAX 
THE GRANT COMMITTEE REPORT 


HE Committee appointed in July 1952 

to examine the valuation of goods for 

purchase tax purposes, with particular 
reference to ‘uplift’, has now reported. If its 
recommendations are adopted there will be some 
reduction in the amount of purchase tax payable 
on some goods. 

The terms of reference were as follows: 
‘to examine the representations of traders as to 
the principle of assessing purchase tax at a com- 
mon value level; and to make recommendations 
as to the manner in which this or any alternative 
principle should be applied in valuation for pur- 
chase tax, having regard to the different points in 
distribution at which the tax has to be levied’. 

Purchase tax is charged on the common basis 
of the wholesale value, defined, broadly speaking, 
as the price (exclusive of tax) which in the 
opinion of the Commissioners of Customs and 
Excise the goods would fetch on a sale by a 
. wholesaler to a retailer in the open market. This 
definition was based on the principles that: 

(a) the tax should not vary with the distribu- 

tion level at which it might be collected; 

(6) any price advantage enjoyed by large 

buyers should not be magnified by the tax; 
and 

(c) as far as possible similar articles should 

carry the same tax, irrespective of the 
channel of distribution. 

These principles involve the fixing of a notional 
value where there is no actual sale by a wholesaler 
to a retailer or where the two persons are asso- 
ciated, and this involves the addition of some 
sum for ‘uplift’ to the prime cost. The processes 
by which this uplift is fixed, for many varying 
circumstances, are often very rough and ready 
and have evoked a great deal of discontent, one 
manifestation of which was the case of Attorney- 
General v. A. W. Gamage Ltd ([1949] 2 All E.R. 
' 732) which was the subject of a leading article in 
our issue of November 12th, 1949. 

The Committee does not recommend any 
fundamental change in the basis of valuation, i.e. 
it recommends the retention of the wholesale 
value basis, butit makes detailed recommendations 


1 Ста. 8830. H.M.S.O. 1s 94 net. 





for changes. in the uplift practice, recommenda- 
tions which are based on an attempt to achieve a 
compromise between two incompatible concep- 
tions, namely, (1) the same value for all identical 
articles, and (2) the actual price paid for each 
individual article. 

Тће Committee recommends that there should 
be no uplift for the interposition of an imaginary 
wholesaler on a sale to a retailer (paragraph 146 
(0) (а)). This in effect would reverse the decision 
in the Gamage case referred to above. However, 
if the retailer performs substantial wholesaling 
functions, the Committee recommends in effect 
that the price paid by him should be uplifted in 
respect of those functions (paragraph 146 (1) (6)). 
Otherwise the consumer who bought from a 
retailer who was his own wholesaler would bear 
less tax than a consumer who bought similar 
goods from a retailer who left wholesaling to 
others. 

Where the actual price. paid by a retailer has | 
been reduced on account of the large quantity ' 
purchased, the Committee recommends that the 
tax be computed at the gross price before the 
reduction (paragraph 146 (x) (c)) and similarly 
where the retailer enjoys some other buying 
advantage not within (b) or (c) (paragraph 146 
(1) (f). 

As a corollary to (c) and (f), any extra delivery 
charges paid by a retailer for small orders or for 
special deliveries should be deducted from the 
total price for purchase tax purposes (paragraph 
146 (x) (d)), and similarly when the normal price 
is increased for a like reason (paragraph 146 
(3. 

The same principles would apply, mutatis 
mutandis, to chargeable purchases not made by 
a retailer. 

Two members of the Committee, Mrs 
Marcaret HALL and Mrs Praey Jay, dissented 
from paragraph 146 (1) (b) and (f) on the grounds 
that 'uplift is inconsistent with the character of 
an ad valorem tax', although they accept the 
implied application of uplift in paragraph 146 
(1) (b) where the retailer performs substantial 
wholesale functions. 
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THE RECEIVER AND THE RATES 


EXTENT OF LIABILITY 
by H. N. BEETLESTONE, LL.B. 


N view of the swingeing increases in rates 
throughout the country recently, it is hoped 
that a short discussion of some aspects of the 


liability of a receiver for the payment of rates may 


be of interest to those concerned with receiver- 
ships for mortgagees or debenture-holders. 


The Priority of Rates 


Where a receiver of а company subject to the 
Companies Act, 1948, is appointed on behalf of 
the holders of any debentures of the company 
secured by a floating charge, those debts, which 
by Section 319 of the Companies Act, 1948, are 
to be paid-in priority to all other debts in a 
winding up, are, by Section 94 of the Act, to be 
paid out of any assets coming into the hands of 
the receiver in priority to any claim for principal 
or interest in respect of the debentures. Section 
319 (1) (а) (i) gives priority to: 

‘all local rates due from the company at the relevant 

date, and having become due and payable within 

twelve months next before that date’. 


The relevant date is the date of the appointment 
of the receiver, or of possession being taken, as 
the case may be (Section 94 (3)). 

The preferential payments listed in Section 319 
do not enjoy any priority over property comprised 
in a fixed charge, even though the same debenture 
creates a fixed charge on some assets and a floating 
charge on others: Re Lewis Merthyr Consolidated 
Collieries ([1929] 1 Ch. 498). If the receiver is a 
receiver for debenture-holders secured by a fixed 
charge, or a receiver for a mortgagee, his powers 
are regulated by Section 109 (8) of the Law of 
Property Act, 1925, whereby he is empowered to 
apply any money received by him in the priority 
there laid down. The first priority includes the 
discharge of rents, taxes, rates and outgoings. 

The remedy for non-payment of rates is dis- 
tress. This remedy is conferred by statute, as also 
is the priority conferred by Section 94 of the 
Companies Act, 1948. Apart from these two 
statutory advantages there is no reason why the 
claims of the rating authority should be put 
higher than the claims of ordinary creditors when 
in competition with the rights of secured creditors: 
Re Mayfair ©: General Property Trust Ltd 
([1945] 2 All E.R. 523). 


Non-payment 

If the receiver does not pay the rates he cannot 
be sued for them by the rating authority. In - 
Liverpool Corporation 9. Hope ([1938] 1 All E.R. 
492) the receiver had been appointed under a 
mortgage by a building society. There were 
arrears of rates at the date of appointment. The 
receiver paid the rates for the period from the date 
of his appointment, but not before. The Corpora- 
tion sued him for the arrears, either as money had 
and received or, alternatively, as damages for 
breach of statutory duty. The Court of Appeal 
held under the first head of claim that the rate 
being a creature of statute, the only remedy for 
non-payment is that given by the statute, namely, 
distress. As to the claim for breach of statutory 
duty the Court held that Section 109 (8) of the 
Law of Property Act, 1925, gives a receiver power 
to pay the rates, but does not impose any 
statutory duty on him to do so. 

But there is a possible line of attack operi to the 
local authority. In Re North Bucks Furniture 


~ Depositories Ltd ([1939] 2 All E.R. 549), a distress 


warrant had been issued, but the bailiff had been 
unable to find any goods on which to levy the 
distress. Crossman, J., held that a local authority 
to which rates are owing by a company is a 
creditor within the meaning of what is now 
Section 224 (1) of the Companies Act, 1948. The 
local authority was entitled to present a petition 
for winding up, notwithstanding its inability to 
sue for the rates. 

This decision was approved by the Court of 
Appeal in Re McGreavey ([1950] 66 'T.L.R. (Pt. 1) 
389), where it was also held that when the owner 
of the property was not a limited company, but 
an individual, an unpaid demand for rates, 
though enforceable only by distress or committal, 
and not by action at law, is a debt within the 


.meaning of Section 4 of the Bankruptcy Act, 


1914; and will accordingly support a petition in 
bankruptcy. 

Although in Liverpool Corporation v. Hope it 
was decided that Section 109 (8) of the Law of 
Property Act, 1925, imposed no statutory duty 
on a receiver appointed by a mortgagee to pay 
the rates to the local authority, he has a statutory 
duty to account to the mortgagee. In Leicester 
Permanent Building Society v. Butt ([1943] 59 


i 


i 
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T.L.R. 361), which-was a mortgagee’s action for 
an account against the receiver, Bennett, J., said 
(at page 362) that the distinction was: 

‘Liverpool Corporation were not persons belong- 
ing to a class of those for whose benefit and pro- 
tection the statute imposed the duty. That case 
seems to me wholly distinguishable from the 
present case, where the Society is, in my view, 
clearly among the class of persons for whose benefit 
and protection there was imposed by Section 109 
of the Law of Property Act a statutory duty.’ 


Occupation 


The fundamental principle of rating is that the , 


person to be rated is the occupier rather than the 
owner. The question often arises as to whether 
or not, on the appointment of a receiver, or 
receiver and manager, there has been a change of 
occupier. The importance of the question is that 
if there has been a change of occupier the receiver 
becomes the proper person to be rated, whereas 
if there has been no change of occupier the 
liability remains on the company or топрарог. 

Attempts have been made from time to time 
by local authorities to sue the receiver, on one 
ground or another, for rates due in respect of 
periods commencing after his appointment. А 
recent case to illustrate the point is Gyton v. 
Palmour ([1944] 6x T.L.R. 80) which followed the 
earlier decision of the Court of Appeal in Re 
Marriage, Neave & Co Ltd ([1896] 12 ТЛЕ. 
603). 

In Gyton v. Palnour a receiver and manager 
was appointed for debenture-holders of a com- 
pany which carried on the business of owning and 
managing flats. The receiver's name was entered 
in the rate book as the occupier, but no notice of: 
the entry was given to him. А few days later, by 
order of the Court, the receiver was appointed 
receiver and manager of all the property and 
assets of the company. There was nothing in the 
order directing the company to deliver possession 
of any of the property or assets. 'T'he receiver was 
rated in respect of a half-year commencing after 


his appointment, and a demand for payment was” 


made on him. The properties of the company 
having been sold, and the rates not having been 
paid, the receiver was summoned. 'T'he Divisional 
Court held that the appointment as receiver and 
manager did not effect a change of rateable occu- 


__рабоп of the premises and that the receiver was 


not liable for the rates. The company should have 
been rated and if payment had not been forth- 
coming a distress should have been levied. 


As some of the rents of the flats for the period. 


THE ACCOUNTANT : 


613 


in question had been paid to the receiver on an 
inclusive basis an attempt was later made in Re 
Mayfair & General Property Trust Lid (supra) 
to make the receiver accountable on the basis that, 
as he had received the money representing the 
rates from the tenants, it would be unconscion-. 
able for him, as an officer of the Court, to retain 
it against the local authority. 'T'he grounds for the 
failure of this attempt have been mentioned earlier 
in this article. 

The key to the question of occupation appears 
to be whether there is any direction to the mort- 
gagor in an appointment by the Court to deliver 
possession of the property charged to the receiver. 
If there is no such direction there is ho change of 
occupation. The same result would appear to 
follow on an appointment out of Court. 

On the other hand, it follows, and was so 
decided in Re Marriage, Neave & Co Ltd (supra), 


-that if the rate is due from the company and the 


company is still the occupier, a distress can be 
levied on chattels in the hands of the receiver. 


Recoupment ` 


' Where a receiver is appointed by debenture- 


holders secured by a floating charge and, by the 
effect of Sections 94 and 319 of the Companies 
Act, 1948, he is required to discharge arrears of 
rates out of property sübject to the charge, 

Section 94 (5) of the Act provides that such pay- 
ments shall be recouped, as far as may be, out of 
the assets of the company available for the pay- 
ment of general creditors although not subject 
to the floating charge. 

In Re Mannessmann Tube Co Ltd ([1901] 

z Ch. 93) a receiver appointed before the com- 
mencement of the winding up obtained recoup- 
ment from the liquidator for payment of rates 
made after he had entered into possession, but 
before commencement of the winding up. 

_ If the receiver has paid a debenture-holder who 
knows of a preferential claim for rates, and the 
receiver is later called upon to pay the rates, . 
the receiver is entitled to an indemnity from the 
debenture-holder to the extent of the amount 
received by him. (Westminster City Council v. 
Treby ([1936] 2 All E.R. 21).) 


Personal Liability 


Personal liability i in tort will attach to a receiver 
where he is appointed receiver under a debenture 
secured by a floating charge and, at any time, he 
has sufficient assets in his hands to pay a prefer- 
ential claim for rates and neglects to do se. 

In Westminster City Council о. Haste ([1950] 
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66 T.L.R. (Pt. 1) 1083) the defendant had been 
appointed receiver of the assets of a company in 
May 1940. In June 1940 the company was 
ordered to be wound up. In July 1940 the 
plaintiffs sent a demand for £63 rates due to them 
(a preferential debt). The demand was repeated 
from time to time but was not paid by the 
defendant, who continued to carry on the business 
of the company. Finally the receiver said that he 
had no assets. The plaintiffs sued him as being 
personally liable in damages for failure to pay the 
rates claimed. 

It was held by Danckwerts, J., that as there was 
evidence that the receiver had, as receiver, suffi- 
cient assets in his hands to pay the rates claimed 
at some time within the period of six years before 
action was brought, he was required to pay the 
rates in priority to any claims by ordinary 
creditors; and that having failed to do so, he had 
committeed a breach of statutory duty, and was 
personally liable to the plaintiffs in an action for 
damages for tort. i 

Personal liability may also attach to a receiver 
who is personally rated as occupier where a 
distress warrant has been issued and insufficient 
chattels have been found on which to levy the 
distress. If it can then be proved that the failure 
to pay the rates was due either to the wilful 
refusal or culpable neglect of the receiver an 
order may be made for his committal to prison 
under Section ro of the Money Payments 
(Justices Procedure) Act, 1935. 
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Summary of Conclusions 

(1) There is a distinction in the priority enjoyed 
by rates depending on whether the security is: 

(a) a mortgage or debenture secured by a fixed 
charge — when there is no priority; or 

(5) а debenture secured by a floating charge – 
. when the priority is limited to rates due and 
payable within one year before the receiver's 
appointment. 

(2) The remedy for non-payment of rates is 
distress. If a receiver appointed under a debenture 
secured by a floating charge has assets and fails 
to pay rates which rank as preferential debts 
under Section 94 of the Companies Act, 1948, he 
may be sued in tort for breach of statutory duty. 

(3) Apart from (2) above, attempts to recover 
from a receiver, by action: 

(a) rates for periods prior to his appointment, 
but not entitled to rank as preferential debts, 
either because of the time limit, or the 
nature of the charge under which he was 
appointed; or 

(b) rates in respect of a half-yearly period com- 
mencing after the appointment of the 
receiver, will be unsuccessful. 

(4) In (3) above it matters not whether such 

action be: l ; 

(a) in tort, for breach of statutory duty; 

(b) in quasi-contract, as money had and 
received; or 

(c) in equity, by an attempt to invoke the 
general equitable jurisdiction of the Court. 


NORTH AMERICAN COMMENTARY—XLII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, | 
Мер Уотћ, Матсћ T 
Changing Income Tax Approach 
HE editorial gives first place this month 
to signs of a changing attitude to the 
levying and collecting of income-taxes 
under the new Congress. The chairman of the 
House Ways and Means Committee is quoted as 
deprecating the present necessity for many 
businesses to keep separate sets of books for tax 
purposes and for stockholders. He invited the 
American Institute of Accountants’ committee on 
federal taxation to help in the revision of the 
tax structure, to eliminate the 
‘debris of conflicting, unsound and inequitable 


laws, decisions, and rulings which make our tax 
system the monstrosity it is today’. 
He particularly welcomed the fact that the new 
Commissioner of Internal Revenue is Mr T. 
Coleman Andrews, C.P.A., a past president of the 
American Institute 


Professional Ethics 
Referring to a survey of the legal profession made 
by the American Bar Association, the editorial 
considers the benefits of a similar investigation of 
the accounting profession. With the profession 
growing so rapidly it urges that ethics should be 
studied by every accounting student and all pro- 





1 бев The Accountant, January 24th, 1953, at page 92. 
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fessional accounting societies. The possibility is 
even mentioned that new certified public account- 
ants should be required to. take an oath to con- 
form with the. standards of the profession, as 
recently initiated in Kentucky. 


Confidential Relationship with Clients 
The editorial reviews at some length the observa- 
tions of counsel for the American Institute on the 
question of voluntary disclosure by a C.P.A. of 
his client’s affairs. Since communications to 
C.P.A.s, unlike those to lawyers, physicians and 
clergymen, are not privileged, the accountant is 
left in no doubt as to his duty to give information 
under subpoena. As to voluntary disclosure, how- 
ever, the conclusion is that this could be ethically 
justified only if needed to prevent a crime not 
yet committed. Past acts, even though fraudulent, 
need not be voluntarily disclosed, so long as the 
accountant does not suppress evidence or do 
anything to conceal the fact of the crime or 


hinder or prevent the offender's punishment. , 


Voluntary disclosure may lead to suing for false 
and malicious prosecution and the C.P.A. should 
certainly seek the advice of counsel. 


The Modern Role of Accountants 
Professor Herbert F. Taggart, of the School of 
Business Administration, University of Michigan, 
sees the modern accountant as trying to point the 
way instead. of merely taking notes on history — 
as making positive contributions rather than 
negative ones. He sees him as beginning to par- 
ticipate positively in the functions of managers 
of sales and production, and he takes the develop- 
ment of standard cost procedures as an example 
of the change. But he finds much truth in the 
statement that standard costs are being killed by 
the refusal of government procurement agencies 
to accept figures produced by standard costs. 
Such necessities of the relationship of business 
to government, says Professor Taggart, relegate 
the accountant to the status of book-keeper just 
when he is becoming a positive business force. 


Discount Bonds and Tax Planning 

In the United States (but not in Canada) the 
borrower may, for income-tax purposes, amortise 
discount over the life of the bonds. Mr Augustus 
Morris, С.Р.А., of the Research Institute of 
America, sees this as a tax advantage to the 
borrower, on the ground that 

"the equivalent of interest is fully deductible each 

‘year even though actual payment is deferred’. 
This would seem, however, to miss the point 
that the amortised discount, though not paid in 
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cash, is added to the loan on which interest at 
the effective rate will accrue. Issue at a discount 
represents no real saving for income-tax as com- 
pared with an issue at par. It is because the lender 
is apparently not required to amortise his discount 
over the life of the bonds that Mr Morris is right 
in hailing this as a tax break to him. The lender 
is thus in effect earning interest each year which 
wil be taxed as a capital gain only on final 
redemption. 


Canadian Chartered Accountant, 
Toronto, March 

Penny-wise Accounting 
Another firm, this time in Canada, has joined the 
ranks of those who eliminate the odd cents in 
dollar accounting. Mr К. І. B. Joynt, C.A., 
Comptroller of the Canadian Kodak Co, tells 
how his company first approached the problem 
early in 1952, and gives the experiences of the 
first four months. By testing methods of ‘round- 
ing’ the company found that the best results 
came from reducing amounts of 49 cents and 
under, increasing 51 cents and over, and changing 
50 cents to the nearest even dollar. It also found 
certain variations practicable, e.g. in the handling 
of numerous individual and uniform items of 
less than one dollar. Thus in the cafeteria, daily 
accounts for bread etc. are accumulated for the 
week and then rounded, minimizing the differ- 
ence. Except for postings to cash and bank, 
debtors and creditors, all charges are distributed 
and rounded on the invoice in one clerical opera- 
tion, first to the nearest dollar of the invoice 
total and then back to the individual charges. 
The balance of the cents elimination is written 
off to administrative general expense. After the 
first four months the balance stood at $4.76. Тће 
change-over was made with the minimum of 
effort and confusion. In general and cost account- 
ing there have been small labour savings and 
small savings have resulted from the reduction of 
clerical errors. Revision of forms will bring small 
savings in printing and stationery costs and in 
clerical time, through improved design. The 
company is well satisfied with results. 


Use of the Term 'Reserve' 

In Research Bulletin No. 9, recently published,! 
the accounting research committee of the Canadian 
Institute of Chartered Accountants recommends 
discontinuance of use of the word ‘reserve’ where 
it is not a net worth item. Suggestions for replac- 
ing terminology are 'allowance' in the case of the 
charge (e.g. allowance for doubtful debts), and 
1 See leading article in The Accountant ,March 7th, 1953. 
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‘accumulated depreciation’ or ‘accumulated allow- 
ance for depreciation’, ‘estimated damages pay- 
able’, and ‘income-tax payable (estimate)’ for 
balance sheet items. Where reserves, in the true 
sense, have been created by past charges against 
profits it is stated that charges which would 
relieve current profits of a proper charge should 
not be made against them. Such reserves can 
only be regarded, says the committee, as dis- 
cretionary appropriations from earned surplus 
and should be reduced by transfers to earned 
surplus. It is noticeable that the committee still 
uses here the much discussed term ‘earned 
surplus’ for retained profits. 


The Controller, 
New York, March 

Depreciation at Taxpayer’s Discretion 
The National Committee on Federal Taxation, 
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Controllers Institute, urges that taxpayers should 
be permitted to set their own depreciation rate, 
within reasonable limits. It recognizes the need 
for consistency to protect the revenues, but 
states that 

‘equity requires the widest possible reliance on 

business practice and judgment to meet the wide 

divergence of operating conditions. . . ' 
Variations in method or amount should be 
allowed, it is stated, for such factors as loss of 
useful value, variations in incidence of obsoles- 
cence, changing trade practices and changes in 
useful life. This subject is much under discus- 
sion in North America. An editorial in the Journal 
of Accountancy is sympathetic to the idea and 
suggests that the Government might accept, for 
income-tax purposes, whatever depreciation is 
charged in accounts certified by independent 
certified public accountants. 


THE INSPECTOR OF TAXES INTERROGATES 


THE ACCOUNTANT WITH THE RECALCITRANT CLIENTS 


by WILFRED TULLETT, F.S.A.A. 
The Editor informs readers that the characters and places in the following article are purely 
imaginary and that no reference is intended to any living person or to any particular place. 


‘Scene: An Inspector of Taxes’ office in the Wolds. 
It is about 3.30 p.m. and the Inspector, aged about 
fifty, is sitting facing a middle-aged accountant 


- from whom he has just accepted a cigarette. Both 


are enjoying an afternoon cup of tea. There 15 an 
air of mutual liking and respect. As he leans for- 
ward, and offers his lighter, the Inspector speaks. 

Inspector: Well, that finishes your three 
cases, all typical of our part of the country - a 
sheep farmer; a basket and net maker, and a man 
who lets out sacks for hire. Curiously enough, 
they represent the three main lines of evasion 
of tax. 

ACCOUNTANT: Thank you. Yes, all three are 
intriguing cases. We havé settled a lot of cases 
in our time, you and 1, not all of them easy. 
We've had our arguments! 

INSPECTOR (whimsically): Yet we still remain 
friends! 

ACCOUNTANT (drolly): Your forbearance and my 
toleration! 

Inspector: Yes. Although our line of approach 
is different, we usually reach much the same 
conclusions. 

ACCOUNTANT: That is so. Look at our cases 
today — one a case of ignorance; the second one 


of deliberate evasion, and the third . . . (hesitates) 

Inspector: Shall we say full of Уто зе 
inexactitudes? 

ACCOUNTANT (amused); That is a polite way of 
putting it, but it fits. Broadly, I suppose, we get 
three main classes of defaulters. 

Inspecror: I agree. One has to weigh each 
case on it merits. 

ACCOUNTANT: According to the flagrancy of 
the offence. 

Inspector: Yes. There is the back-duty de- 
faulter who is helpful, speaks the truth, and has 
been more negligent than criminal- like your 
sheep farmer. Often he receives the advantages 
of a voluntary disclosure. 

ACCOUNTANT: And your second group? 

Inspector: In my second group I class those 
who have some knowledge of income-tax law, 
but who deliberately set out by various doubtful 
and devious ways to avoid payment. They are 
well aware of Section 52 and their rights there- 
under, and are no mean exponents of the game of 
bluff. 'They have weighed up the penalties under 
Sections 48 and 235, but always bear carefully 
in mind the right to claim relief for ‘mistake’. 
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To accountants, these people are dangerous – 
especially to the young practitioner. However, 
their methods are quite well known to both of us. 
For these ‘gentry’ — for lack of a better word - I 
have no use at all. Your basket and net maker is 
typical, I’m afraid. 

Accountant: I admit it; and your third group? 

Inspector: These include the other defaulters 
who have also set out to avoid their fair share of 
the tax burden, and on whose lips there is much 
guile. They rely mainly on falsehood. 

AccouNTANT: I must say that my experience 
over the years is that the taxpayer who tells the 
truth and is co-operative, receives very fair 
treatment. 

Inspector: True. Tell me: just how do you 
handle this third group? 

Accountant: Accountants, I think, have a 
freer hand in these cases than you have. Having 
once caught out a client in a deliberate falsehood, 
most accountants I know would have him in for 
personal interview, and tell him bluntly what 
was in their minds. If they got no satisfaction, 
they would throw up the case. However, this 
would not usually become necessary. 

Inspector: You have the advantage over me 
there. I can’t do, of course, as you would do. 
But such action as you suggest does assist me. 
When an accountant retires from a case for no 
apparent reason, I draw my own conclusions, 
and act accordingly. It is the same when a 
defaulting taxpayer changes his accountant. ` 

ACCOUNTANT: That’s why an accountant of 
experience will not take on work previously done 
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by another. accountant unless he has first 
approached the other firm, and satisfied himself 
as to the position. 

INSPECTOR: That is appreciated. We Inspectors 
rely on the known integrity of the accountancy 
profession whose standard of ethics is invaluable 
to our department. 

: ACCOUNTANT: Thank you. I honestly believe 
that, by and large, the standard zs high. I take it 
that is why you accept without unnecessary 
queries so many of our accounts which have been 
prepared from rough records. 

INsPECTOR: Yes. We realize, of course, that 
accountants do their best with the materials 
available which is all we ourselves could do. We 
get differences of opinion, of course, but these 
get ironed out. · 

. Accountant: And, overall, the taxpayer gets 
a square deal. 

.. Inspector: Exactly. (The telephone rings). 

' Inspector (to his clerk): Yes? Ah, yes, I am 
expecting Mr Hammer-Anvil. Ask him to come 
up. (The Inspector turns to the accountant). 

INSPECTOR: My next ‘interrogation’ — ‘the -vil- 
lage blacksmith’ — the successor to three genera- 
tions of blacksmiths! If I were a Se what 
would I call this case? | 

ACCOUNTANT (his eyes twinkling): How about 

‘From forge to acetylene welding!’ 

INSPECTOR (laughing): Seems as good a title as 
any 

Бот (as ће leaves): І hope that. hs 
вон is under a chestnut tree! 


WEEKLY NOTES 


The Society of Incorporated Accountants 
and Auditors 
The sixty-eighth annual general meeting of The 
Society of Incorporated Accountants and Auditors 
was held on Tuesday last at Incorporated Account- 
ants’ Hall, London. 

At a meeting of the Council which followed the 
annual meeting, Mr C. Percy Barrowcliff, Е.5.АА., 
of Middlesbrough, was re-elected President of the 
Society, and Mr Bertram Nelson, Е.8.А.А., of Liver- 
‘pool, was re-elected Vice-President. 

Mr Barrowcliff's presidential address is repro- 
duced elsewhere in this issue and is the subject of a 
leading article on another page. 


The Association of Certified and Corporate 
Accountants 
The Rt Hon Lord Latham of Hendon, Ј.Р., F.A.C.C.A., 
F.C.L&., has been re-elected President of Тће' Asso- 


ciation of Certified and Corporate Accountants, and 
Mr William MacFarlane Gray, F.a.c.c.a., has been 
re-elected Vice-President. 

: Extracts from Lord Latham’s presidential айбын 
at the forty-eighth annual general meeting of the 
Association were reproduced in our issue of May 2nd. 


| Historic Houses 
As reported in these columns in our issue of February 
14th last, the Government has undertaken to spend 
£250,000 a year on the repair and maintenance of 
selected buildings: of outstanding historic or archi- 
tectural interest. The Minister of Works announced 
in the House of Commons on May 14th that the 


‘necessary Bill was being prepared and would be 


introduced soon. Under it the Minister would pay 
grants either on an annual basis or for an 

period. He would do so on the advice of an historic 
buildings council, one of which was to be set up for 
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England and Wales and one for Scotland. Не 
announced also that in addition to the annual 
£250,000 the Chancellor had agreed to make £500,000 
available out of the National Land Fund over a 
period of five years for the purchase of outstanding 
buildings which would otherwise be lost. He hoped 
that the two National Trusts would participate in 
the work. A member pointed out that the English 
National Trust had prepared a list of some 100 
houses either to be demolished or in imminent danger, 
and Mr Eccles admitted that the sum proposed was 
inadequate but pointed out that it was a start. In 
the House of Lords the matter was raised by Lord 
Methuen. One of his suggestions was that a bureau 
could be set up to find buyers, users, or new uses 
for historic houses. The Earl of Wemyss said that 
the National Trust in Scotland had undertaken to 
preserve the oldest house in Aberdeen. It was 
called Provost Ross’s house, having been occupied 
by Provost Ross in the reign of Queen Anne. The 
other day an Inspector of Taxes telephoned to ask 
whether Provost Ross still occupied the house now 
that the National Trust had taken it over. That 
showed that our Government officials, he said, 
were in some ways not abreast of the times. 


Pressed Metal Productivity Report 


The report, published on Monday, of the pro- 
ductivity team from the United States which made 
a visit in 1951 to representative plants of the pressed 
metal industry in this country, pays-tribute to the 
loyalty and good morale of British labour. The 
relationship between employers and the workers’ 
unions is on a high level of friendliness and the 
individual workers have a real appreciation of the 
necessity for increased production. Their physical 
efforts are undoubtedly greater than those of their 
American counterparts but the advantages of superior 
mechanical aids enjoyed by the latter make their 
output more effective. 

The team notes the opportunities for advancement 
which exist in British organizations where, by sheer 
ability, a man can work his way up through the 
factory to become a top executive. The report 
recommends to management the need for cost- 
consciousness, improved methods of materials hand- 
ling, the adoption of line production methods, better 
plant layout, greater standardization and closer 
co-operation between safety engineers and produc- 
tion personnel. 

To the representatives of the labour side of the 
industry it emphasizes the need for maximum out- 
put and the acceptance of safety education and 
practice. Above all, it suggests that the primary 
requirement of the industry in this country is the 
more efficient utilization of man-power. This is an 
educational problem involving both management 
and men. 





1 Obtainable (35, post free, excluding air mail) from the 
British Productivity Council, 21 Tothill Street; SW1. 
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Currency Arbitrage 


From the beginning of this week an effort is being 
made to get away from the bilateral exchange 
arrangements now in operation in Western Europe 
to a freer system. For many years now — indeed, the 
system has been in operation in most of the States 
concerned since the early days of the last war- 
countries have insisted in controlling the flow of 
their currency through identifiable channels which 
can be watched by some form of administrative 
machinery. Ја the event, this type of control 
has worked with only moderate success and there 
wil be general approval that it is now to be 
modified. ў 

Until this week it has not been possible, to take 
an example, to deal in Belgian francs against sterling 
in Paris. Belgian francs had to be turned into French 
francs – sterling had to be turned into French francs; 
but in future there will emerge a system of cross- 
rates on international markets so that, to keep to the 
example above, there can be a deal between Belgian 
francs and sterling on the Paris exchange. : 

Spot transactions only will be accepted at first. 
But tentative as these first steps may be, they could 
well pave the way for a more flexible settlement of 
international obligations among the countries con- 
cerned. Day-to-day settlements within the E.P.U. 
framework should be facilitated which in turn should 
recommend the virtue of a more flexible arrange- 
ment to all concerned. 


External Trade in April 


There were signs last month of rather more activity 
in the export and import trade which might con- 
ceivably mean a change of trend in the external trade 
figures in due course. Exports showed an improve- 
ment on the previous month and imports, too, were 
higher. The net effect of these two changes was a 
slight worsening in the adverse balance. It came out 
at £69 million for the month compared with {62 
million in March. 

Exports, measured on the usual f.o.b. basis, in- 
creased by £2 million on the month, which is en- 
couraging when account is taken of the shorter 
working month. Re-exports lost some ground, but the 
effect of the smaller number of working days com- 
pared with March is to put the overall export position 
in a slightly more favourable light. Imports have 
also been increasing. They went up by £7 million. 
It remains to be seen if this is the first symptom of a 
restocking process by industry and whether this 
will be reflected in due course by higher production 
for the home market, for export — ог merely by a 
higher stock figure in the books. In any event, there 
seem to be the first signs of changed factors at work 
on the external trade situation. Time alone will 
show whether they are merely transitory or whether 
the economic forces which are to affect the economic 
weather in the new fiscal year are now beginning to 
emerge. 
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REVIEWS 


The Company Prospectus 
A series of Four Lectures reprinted from 
‘The Accountant’ 
(Gee & Co (Publishers) Ltd, London. 35 6d net; 
post free 35 84) | 
Each of these lectures, which formed part of the 
1951—52 winter programme of the London and 
District Society of Chartered Accountants, was 
delivered by a man eminent in his profession and 
together they form an excellent symposium on the 
practical probis of handling the issue of a prospec- 
tus – all the more excellent because they eschew the 
traditional text-book method of reproducing the 
statutory requirements, interlarded with brief notes 
on decided cases. What the reader has here is a highly 
entertaining account full of sagacious observations 
culled from years of practical experience. The view- 
point of the Stock Exchange is given by Mr F. R. 
Althaus, a vice-chairman of the Quotations Committee 
of the London Stock Exchange. Sir Sam H. Brown, a 
solicitor, explains the lawyer's approach, while Mr 
Н. A. Benson, C.B.X., F.C.A., describes the accountant’s 


approach. The established and growing importance: 


of the institutional investor is marked by a contribu- 
tion from Mr Lewis С. Whyte, F.F.A., director and 


investment adviser to the Equity and Law Life: 


Assurance Society. 'lhis valuable contribution is 
likely to dispel some misconceptions from many 
minds. 
Chalmers on Bills of Exchange 
Twelfth Edition 
by Barry Chedlow, Barrister-at-Law 


(Stevens & Sons Ltd, London. £2 105 net) 


It is perhaps significant of the times in which we 
live that the twelfth edition of this well-known work 
costs 505 as compared with 355 for the eleventh (1947) 
edition which was prepared by Judge Raleigh Batt. 
The increase in cost, however, is in line with most 
leading legal text-books. Chalmers was, of course, 
the draftsman of the Bills of Exchange Act, 1882, 
and the book will for that reason alone always find a 
warm place in the hearts of lawyers and bankers. 
The new edition is naturally brought up to date 
and deals where necessary with the Exchange Control 
Act of 1947 and the Companies Act of 1948. It also 
provides a useful comparative list of sections of the 
English Act and of the American Negotiable Instru- 
ments Law. It is well produced and it may safely be 
said that Mr Chedlow's revision has been well done. 


The Practice of Life Assurance 
by N. E. Coe, F.I.A., and M. E. Ogborn, F.I.A. 
(Cambridge University Press, London. 32s net) 
It might not be suspected from the title that this 


book is primarily a text-book for actuarial. students, 
dealing with the theoretical as well as the practical 


aspects of life assurance as it has developed, both in 
the United Kingdom and in other countries. Certain 
passages – especially those where actuarial symbols 
are used to develop the argument — will have to be 
passed over by an ordinary reader. Much of the book, 
however (and particularly Part I, which deals with 
the general principles, and the historical, legal and 
financial background), is of general interest. 

The vexed question of the valuation of the assets 
of a life fund is dealt with, and while expressing their 
preference for the traditional ‘market value” standard, 
the authors carefully consider other possible bases 
which might, with perhaps greater actuarial logic, 
be used. 

Chapter 5 provides a conveniently brief summary 
of the four alternative bases on which a life office 
may be assessed to British income-tax, and traces 
their implications for investment policy and actuarial 
calculations. 

Parts II and III deal respectively with the specific 
problems — premium scales, underwriting, valuation, 
surplus distribution, surrender values, etc. — of 
ordinary and industrial life assurance. 

Considering the relative importance nowadays of 
pension scheme business, it is somewhat surprising 
that this subject only appears in one chapter — which 
it shares with disability insurance and options. More 
space might also, perhaps, have been found for the 
specific problems of closed funds, which are of more 
practical importance than amalgamations. 


Education Rates and the Education and 

` Equalization Grants 
by J. B. Woodham, B.Sc.(Econ.), A.I.M.T.A. 
(Institute of Municipal Treasurers and Accountants, 
London. тог net) 
The Institute of Municipal ‘Treasurers and Account- 
ants has sponsored a number of research studies and 
the latest by Mr Woodham must rank among the 
most important. 

The exchequer equalization grant and the education 
main grant have certain common factors which 
enter into the calculations of both. Mr Woodham 
argues that if the exchequer equalization grant does 
produce any degree of equality between local 
authorities, then such equality must be disturbed by 
the education main grant. This conclusion is reached 
after a very detailed examination of the facts, and the 
number of statistical tables add to the general 
impression of thoroughness with which the author 
has approached his task. 

The study, however, goes further than examining 
existing conditions and drawing conclusions; it 
devotes a special section to suggestions for a new 
education grant. 

Such a wide subject necessarily needs very much 
research and it is a tribute to the author’s grasp of 
his subject that he can condense his logical arguments 
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into a book of no more than 84 pagea and produce a 
valuable and original work on a topic of immediate 
national importance. 


The Stock Exchange Official Year Book, 1953 
(Volume I) 
Editor-in-Chief, Sir Hewitt Skinner, Bt. 


| (Thomas Skinner & Co (Publishers) Ltd, London. 

: Complete edition of two volumes, £7 net) 
Volume I of the 1953 edition of the Stock Exchange 
Official Year Book contains special chapters on 
government, municipal and county finance, together 
with full information on these and other securities, 
including those of the boards of nationalized 
industries. 

The company section covers all except the com- 
mercial and industrial, and mines sections which as 
formerly will be included in Volume II. A supplement 
at the end of the book contains information received 
‘too late for classification, and includes summaries of 
the German and Japanese debt settlement plans. 
` The second volume will appear in September and 
will include a complete index to both volumes, 


Whitaker’s Almanack, 1953 


(J. Whitaker & Sons Ltd, London. Library edition 
{leather binding) 305 net; complete edition (cloth 
‘cover) 155 net; shorter edition (paper cover) 7s 6d net. 
The 1953 edition of Whitaker’s is the largest ever to 
be published and contains 1,174 pages with, as 
frontispiece, a portrait in colours of Her Majesty the 
Queen. There is the usual notable annual review of 
events of the past year, as well as of literature, science, 
invention and discovery, drama and films. A new 
section on broadcasting has been added.: 

The full list of members of the present Government 
appears for the first time and the section ‘Government 
and Public Offices! has been rearranged to afford 
quicker reference. In the directory section appears a 
new list of all trades unions affilieted to the T.U.C., 
and additional space has been found for details of 
the leading British employers' organizations. 

In all, the Coronation Year edition of this well- 
known book is once again an invaluable, if not 
indispensable work of reference for every office. 


SHORTER NOTICES 

Tue EIGHTH AND NINTH SCHEDULES TO THE CoM- 
PANIES Аст, 1948, by E. Harman, a.c.1.s. (Original 
Publications Co, London. 4s 6d net.) Mr Harman 
devotes 36 pages to a detailed examination of the 
two schedules to the Companies Act, 1948, which 
deal with accounting requirements. He has many 
illuminating comments to make. 

.  CruB Accounts, by A. К. Lewis (Jordan & Sons 
Ltd, London. 6s net This book of no more than 
64 pages is intended as an aid to those who are 
required to look after the accounts of a club or 
similar organization but who have no professional 
qualifications. It is exceptionally brief in the treat- 
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ment of the subject, but will no doubt be helpful 
to those for whom it caters. The arrangement of 
some of the examples might be improved. 

History ом Lonpon WALLS, by Elenor May Day, 
with illustrations by Alec Campbell (J. L. Workman 
& Co, London. 8s net). Readers especially, of 
course, those who live or practise in London — whose 
leanings are toward the historical and architectural, 
wil delight in this modest though absorbing little 
book. 

SELECTED QUESTIONS IN ACCOUNTING, Í- ELE- 
MENTARY, edited by B. J. S. Wimble, c.a.(s.a.), 
FS.A.A., and Т. Cairns, B.COM., C.A.(S.A.), A.S.A.A. 
(Juta & Co Ltd, Cape Town and Johannesburg. 
115 6d net). This is a collection of 200 practical 
examination questions, ‘set by many different indi- 
viduals over a number of years’, especially for the 
less advanced student. There is no key. 


RECENT PUBLICATIONS 


Tur Prorits Tax, Second Edition, by Roy Borneman, Q.C., 
and Percy Е. Hughes, A.5.4.A. xxix + 332 pp. 84 X 51. 
215 net, 215 6d post free. Taxation Publishing Co Ltd, 
London. 

Basic RATES OF CAPITAL ALLOWANCES (ANNUAL) for Plant 
Machinery and other Assets in Common Use in the 
Engineering Industry. 12 pp. 81 Х 5i. 3s 6d net. Engin- 
eering Industries Association, London. 

Tue BANK oF ENGLAND NOTE, a History of its Printing, by 
А. D. Mackenzie. х + 163 pp. 73 X 5. 152 net. Cambridge 
University Press, London. 

MANAGEMENT, Third Edition, by E. F. L. Brech, BA, 
B.8C.(ECON.), M.LIA. ix + 149 pp. 9 X 54. 125 6d net. 
Sir Isaac Pitman & Sons Ltd, London. Е 

OFFICE ADMINISTRATIVE PRACTICES. 40 то X 6. ras 6d 
net. Office Management Association ted, London. 

STATISTICS AS APPLIED TO ACCOUNTING Data, by C. R. 
Curtis, M.SC., PH.D., F.C.I.8. 156 pp. 22s 6d net. Sweet & 
Maxwell Ltd, London. 

Tse BnrriH JOURNAL PHOTOGRAPHIC ALMANAC, 1953. 
608 pp. 74 X 5. 55 net. Henry Greenwood & Co Ltd, 
London. 

THE SECRETARIAL Practice OF LocaL Аутновіттвв, by 
W. Eric Jackson, LL.B., Barrister-at-Law. x + 258 pp. 
9 X 54. 20s net. "Ww. Heffer & Sons Ltd, Cambridge. 

ЕХЕСЏТОЕВШР LAW AND ACCOUNTS. A manual for Inter- 
mediate students, by Charles E. Perry, F.C.A., F.8.A.A., 
and О. Griffiths, M.A., LL.B., Barrister-at-Law. Tenth 
Edition by S. C. Hough, A.I.B. viii + 220 pp. 9 х 6. 
172 ба net. Textbooks Ltd, London. 

SPICER & PEGLER's INCOME Tax AND Pnorrrs Tax, 'Twen- 
tieth Edition, by Н. А. R. J. Wilson, F.C.A., F.8.A.A. 
xxxvii + 651 pp. 81 X 5i. 30s net. H.F.L. (Publishers) 
Ltd, London. 

PyEMONT’s COMPANY Law oF SOUTH AFRICA, Sixth Edition, 
by M. A. Diemont, Q.C., В.А., LL.B., assisted by M. А. 
Boehmke, B.A., LL.B. lxiv + 722 pp. 10 X 6. 75s net. 
Juta & Co Ltd, Cape Town and Johannesburg. 

Taxation MANUAL, income-tax and sur-tax law and prac- 
tice, Seventh Edition, compiled by Barristers and 
Experts under the direction of Ronald Staples, Editor of 
Taxation. xx + 431 pp., 8k X 5%. 20s net, 20s 7d post 
free. Taxation Publishing Co Ltd, London. 

MATHEMATICS OF INVESTMENT. Third edition, by William L. 
Hart, Professor of Mathematics, University of Minnesota, 
vi+304-++126 pp. 84x6. 25s net. D. C. Heath’ & Co, 
Boston, U.S.A.; George G. Harrap & Co Ltd, London. 

History or THE SECOND WoRLD WAR — THE CONTROL OF 
Raw MATERIALS, by J. Hurstfield, Lecturer in Modern 
History, University College, London. xv+530 pp. 
94X6. 355 net. H.M.S.O., London. 
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FINANCE AND COMMERCE 


Investment sections of stock markets continue firm, 
but industrial and political uncertainties continue to 
depress equities. Business is generally small. 


. Repetition Trap . 
When reviewing the first public accounts of F. 
Perkins Ltd, the diesel engine makers, in this column 
on June 14th last year, we commended the ‘Summary 
of financial highlights' included in the accounts, but 
we aleo noticed 'the tendency to present snippets 
of unrelated information’ – а tendency not solely 
confined to this company. 

The summary included in.the 1952 report is 
much in the same form as last year and we reproduce 
it here: 1952 1951 


Year ended Year ended 
December зг December 31 
Turnover .. . £11,374,203 £9,348,984 .. 
Profit А Я an 710,433 £926,875 
Profit as a percentage of 
turnover B a; 6:2 96 99 96 
Net current assets £2,039,782 £2,369, 
Fixed assets 43,036,474  41,755,8 
Loan capital 1,500,000 1,500,000 
Share capital 1,300,000 917,817 


Last year net current assets were shown as а 
deduction of current liabilities from current assets 
and there were thus nine items in the summary. But 
even with this year’s streamlining, the 8 


does not, in our opinion, provide the additional’ 
information, apart from the turnover figure, that . ` 


these ‘extra-statutory’ tables should. 


Wadkin’s Example 
A company which provides this ‘extra-statutory’ 
information better than most is Wadkin Ltd, the 
woodworking machinery makers. This is the ‘trading 
statistics’ summary taken from the 1952 report: 











1952 1951 
Sales £ £ 
Home 1,047,777 1,027,034 
Export 701,492 581,249 
Total £1,749,269 1,608,283 
Net profit (after taxation) £120,385 £87,949 
sod s-d 
Per £ of sales: 
Net profit (after taxation) 1 5 | · 
Profit invested in the busi- 
ness vs - Se то 6 
. Dividends (net) paid or pro- 
posed AE se is 6 7 
Per 10s ordi 
Net profit ( taxation) .. 2 5 I 9 
Dividends (net) paid or pro- 
posed oe Ре pi I1 II 
Working capital (net current 2 
assets bs m ne 18 9 17 3 
Capital employed (total net 
assets) — .. m a 25 6 22 8 
Number of employees 709 683 
445 


Number of shareholders 


Here is an analysis of sales, and the relationship 
between. sales and profit and between profit and 
capital, which gives information additional to that 
provided in the accounts themselves. Figures such 
as these provide a yard-stick with which to measure 
the company’s results from year to year. 


‘Whispering Fish’ 
Observant readers of the newspapers may have 
noticed the appearance of the White Fish Authority’s 
‘Whispering Fish’ in the advertisement columns. 
The fish whispers to the housewife the health-giving 
properties of a good proportion of white fish in the 
daily diet. The reason for the ‘Whispering Fish’ 
campaign is shown clearly in the annual report of 
Associated Fisheries Ltd, whose 1952 accounts we. 
reproduce this week. З 
The accounts and the statement of Mr У. A. 
Bennett, the chairman, give a clear insight into the 
economics of both the trawling and distributing 
sides of the fishing industry. The year covered by 
the accounts began well, but later, reduced demand 
and rising costs brought further reduction in earnings. 
The breakdown of every zos of the year’s £3,054,000 
ean by the company’s fleet is enlightening. It is as 
ollows: | 





s а 
Fuel a Аб 4 10d 
Ice, gear, stores and sundries T I ri 
Landing costs and dock expenses vs 1 at 

Repairs, maintenance and marine in- 

surance, M “a "m е 1 ot 
Wages, salaries, etc. - .. ha "T 6 oi 
Overheads and administration .. е 41 

Depreciation раје а - ©. -2 4 
Taxation .. ate - he RS 51 

Retained profits .. ET ie T 3 

20 о 

Modest Reward 


Turnover of the Associated Fisheries subsidiaries 
engaged in distribution, increased by some 5 per cent 


^ to £3,716,000 in the year, but the profit margin after 


taxation was approximately 33d on every 20s of 


` turnover. Mr Bennett goes on to state, in his report 


on the position, that out of a total group turnover 
of £6,770,000, the profit remaining out of every 
205 was just 941 of which taxation absorbed 64. Of 
the balance, 14 is retained and 23d paid out in divi- 
dends. ‘Surely,’ Mr Bennett considers, ‘a very modest 
reward to the stockholders, as well as a complete 
reply to any critics of the price of fish.’ 

During the current year ‘the long-continued weak- 
ness in the public demand for fish’ continues, and 
while there are indications that certain materials used 
in production, othér than steel products, may have 
reached peak prices, costs generally cannot be 
regarded as stabilized. 
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ASSOCIATED FISHERIES LTD AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss and Appropriation Account for the year ended September 30th, 1952 







































































1951 1952 
£ £ £ £ Ё 
972.447 radios Profits of the Group E ar e ii i 5: 2 "m m 2: m 686,803 
6,270 Income from Quoted Investments .. ex ate =: is T ne oe ме 11,340 
7,724 Income from Trade Investments — .. E .. ЛЕ m T oe 4s Ж: se js 8,87 ` 
2,502 Rents of Properties ,. " v 2x a ds PN at 2,587 
3,228 Interest on Tax Reserve Certificates “and Bank and other Deposits sx a Е jT Ба 25 у 6,45 | 
119 Transfer Fees .. Ps ES E. s ki s m a5 ad ae РЯ ae 22 67 
992,290 715,835 
Deduct: 
Directors’ Remuneration: 
1,800 As Directors m es га РЕ РЕ a oF si ср ES zz E 1,900 
37,947 Аз Executives .. " Me AH js - vs ig s us .. 35,539 
1,000 Pension to Widow of late Director - 
— 38,439 
3,082 Auditors’ Fees... 45 пе s „á verb c pE ve n На us iM 3,167 
Depreciation: 
268,908 Annual Depreciation  .. vs e £s " 24 ví F P ses a .. 214,592 
112,100 Spectal Writing-off m E ТА ae es we - m vi 5 ^s .. 176,034 
——— 390,626 
Taxation based on the profits of the year: 
60,058 Profits Tax — reduced by £1,429 (1951, £19,340) for previous losses i т Е - .. 45,079 
175,211 Income-tax — reduced by £13,328 (1951, £128,973) for previous losses .. .. - x .. 131103 ive lis 
680,106 ——À 608,414 
312,184 . Net Profits of the Group for the Year .. 56 T vx ig 107,421 
2,878 Deduct Profits of Subsidiary Companies attributable to outside Shareholders | ws л 2s E 2,399 
309,306 Net Profits applicable to Associated Fisheries Ltd (after Special Writing-off of £176,034 (1951, £112,100) У 105,022 
Add Adjustments relative to Prior Yoars: | 
3,471 Income relating to prior years and provisions not required fs k ste = as P => -— 
yata 187 Taxation recoverles and provisions not required ED ve .. m .. T ES - 29,796 
| 68,304 Deduct Additional amount written off Trawlers on account of increased taxation allowances relative to њи years — 
570 Amount written off Goodwill T wk i к m 400 
135 Proportion of above adjustments attributable to outside Shareholders EA "S Vs Ее E 216 
Dr.69,009 ~ eo 616 
| — 29,180 
243,755 Net Balance of Profit and Loss Account for the year applicable to Associated Fisherles Ltd — .. 134202 
170,896 Deduct Profits retained by Subsidiary Companies applicable to Associated Fisheries Ltd .. => Ar 61,340 
73,059 Net Profit of Associated Fisheries Ltd .. oe is БА m e. - 24 s ES А 72,862 
317,575 Add Balance brought forward from the previous year .. а s m PA eie ce ex 320,522 
390,634 393,384 
Dealt with as follows: 
Dividends for year to date; 
11,953 Preference Dividend of 44 per cent (less tax) .. a e .. "b E I ДА 55 11,813 
6,972 Preference Dividend of 7$ per cent (less tax) . $5 An re ie РА vs de КР 6,891 
12,797 Interim Ordinary Dividend of 2} per cent (less dx) . T s - «i 5: P 12,797 
38,390 Proposed Final Ordinary Dividend of 7j per cent (less ux). ^ " T n Зе ја 40,219 
70,112 ——— 71,720 
£320,522 Balance of Profit carried forward to next year  .. m s T T x nm ss £321,664 
It is against this net of circumstances that the ASSOCIATED FISHERIES LTD 
‘ 1 А Di : $ Statement of Rese! 
whispering fish’ is struggling. But the net is not во for year ended September 30th, 1952 
simply constructed as plain figures suggest. Un- 
rationed eggs, sausages and other things of which Capital | Revenue 
the housewife has been deprived for long years, мана anii: 
i k i i , ui 1 1- Capita! General 
provide the ‘whispering fish’ with growing competi ite | Race 
tion. The fish queue has gone and in its place there = = 
are customers who must ђе tempted to buy. — . Balances at September 30th, 1951 — .. — .. | 907,166 | 317,637 
“a Surplus on Assurance Policies Matured.. 3,255 
Money Market {2} Not Surplus on Trawlers Sold -i f 2953 – 
" 5 ^ = et Surplus on Sundry Fixed Assets 50 
[reasury bill applications totalled £345,820,000 on 4) Provision for losses of Subsidiary Com- 
May 15th and the market obtained 62 per cent of panies qo longer regutred n; [25 4 A 
requirements by maintaining the bid at £99 8: та. Balances at September 30th, 1952 2s .. {£913,859 [636,192 


The average rate was [2 7s 8-o1d per cent and this ME E eei " iur 
> s ?11: e. е figures o pital а evyenue eserves shown &DOve are 
week's offer is £250 million. applicable to the interests of Associated Fisherles Ltd therein. 
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CURRENT LAW 


Will: Uncertainty 


In Re Allen, deceased; Faith v. Allen (Solicitors 
Fournal, January 31st, 1953), Vaisey, J., held that a 
gift was void for uncertainty in the following cir- 
cumstances. The gift was made subject to the 
devisee's being a member of the Church of England 
and an adherent to the doctrine of that church. 
The learned judge held that the meaning of the 
term 'a member of the Church of England' was by no 
means settled. А parishioner might in a sense call 
himself a member of the church, having the right to 
be buried in the parish cemetery and to be married 
in the church, even though he had never been a 
` practising churchman. There were other, narrower, 
meanings. Moreover, the expression 'adherent to the 
doctrine of that church’ was similarly vague, raising 
difficulties of degree. Both expressions, singly and in 
conjunction, rendered the gift void for want of 


certainty. 
Bankruptcy: Extortion 

The Accountant for November 29th, 1952, reported 
the decision of Harman, J., in favour of the judgment 
debtor, holding that the extortion which operated as 
a bar to a bankruptcy petition was equally a bar to 
an application under the Debtors Act, 1869, Section 5. 
The Court of Appeal reversed his decision. 

The facts were that a bankruptcy notice was with- 
drawn on terms that the debtor should pay by 
instalments. The solicitors for the judgment creditor 
insisted that the debtor should pay the additional 
costs of the bankruptcy notice and also the costs of 
the arrangement for payment by instalments. On 
the debtor failing to pay, a bankruptcy petition was 
presented, but it was dismissed on the ground that 
demand for the additional costs was extortionate. 
On the creditors’ applying for a committal under 
the Debtors Act, 1869, Section 5, the Court held that 
this was similarly debarred. 

The Court of Appeal, however, held that the fact 
that the bankruptcy petition was dismissed did not 
extinguish the debt. А valid debt and judgment were 
still in existence and there was no reason why the 
debtor should not be committed to prison if he 
refused to pay. It was a matter between the Court 
and the debtor and had nothing to do with the 
creditor. If the Court was satisfied that the debtor 
could pay and had not obeyed its order to do so, 
the Court could act to punish him. (Re a Judgment 
Summons (No. 25 of 1952), ex parte the Judgment 
Creditors v. the Judgment Debtor, (Law Journal, 
February 16th, 1953.) 


Mortgage: Entry of Mortgagee into 
Possession 
Upjohn, J., in Hinckley and Country Building 
Society v. Henny (Solicitors Journal, February 14th, 
1953), held that the plaintiffs could not enter into 
possession, without giving seven days’ notice, of a 


property charged to them by way of legal mortgage 
which provided that the society could determine 
the tenancy by giving the borrower seven days' 
notice. Тће learned judge held that the attornment 
clause might give advantages to the mortgagee and 
therefore a mortgagee wishing to obtain possession 
must give notice in accordance with its provisions 
(Woolwich Equitable Building Society v. Preston 
([1938] Ch. 129), distinguished on the content of the 
attornment clause). 


Company: ultra vires Contracts 

A company engaged in activities which were ultra 
vires its memorandum of association, went into com- 
pulsory liquidation and the liquidator rejected proofs 
in respect of judgment debts incurred through those 
activities. None of the claimants had actual knowledge 
that the activities were ultra vires, though the third 
had received letters-from the company, in the heading 
to which the new activity was shown. 

Roxburgh, J., held that the third claimant had 
constructive notice of the memorandum, and express 
notice of the nature of the business being carried on; 
their proof was thus rightly rejected. As for the 
others, the question was whether they could pray 
their judgments in aid, seeing that the claims on 
which they were based were in respect of ultra vires 
contracts. The learned judge cited Great North- 
west Central Railway Co v. Charlebois ([1899] A.C. 
114) to the effect that no judgment based on an ultra 
vires contract could be sustained unless it embodied 
a decision by the Court on the question of ultra vires, 
or a compromise of that issue. Accordingly, these 
claims also were rightly rejected, but without preju- 
dice to the claimants’ right to trace their money or 
property and to participate in any division of any 
surplus assets. (Re Fon Beauforte (London) Lid 
(Solicitors Journal, February 28th, 1953).) 


Unwitnessed Share Transfer 


'The Outer House of the Court of Session recently in 
Smellie's Trustees o. Smellie (Law Journal, February 
27th, 1953) rejected the contention of the trustees 
that invalidity in share transfers signed by the 
deceased shortly before her death invalidated the 
transfer of the shares. The deeds were attested by a 
person who neither saw nor heard the signatory 
acknowledge her signature. Lord Blades, referring to 
Re Taurine Co Ltd ((1883) 25 Ch.D. 118), held that 
agreement to become a member of the company was 
the essential requisite and, when this was shown, the 
invalidity of the deed was not of importance. The 
position was whether the transferor had agreed to 
transfer and the transferee to accept. T'he learned 
judge went on to say that in his view the deceased 
could not herself have effectively challenged the 
transfers on such a ground. ` 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Unqualified Accountants and Co-ordination 


Sir, — I have read with interest Mr T. B. Robson’s 
speech at the Institute annual meeting and I am glad 
to see that the leaders of the profession appreciate 


(a) the difficulties confronting the provincial qualified - 


accountant; (6) that the public suffers from the 
depredations of the quack accountant. 

I am, however, amazed at the Co-ordinating 
Committee’s admission of defeat. The elimination of 
the ‘quack’ is not easy at this late date, but the 
dentists solved a very similar problem about 1922. 

With regard to the people who, it is alleged, have 
‘vested interests’ in taxation work, I would remark: 


(i) None of these (banks, solicitors, estate agents, 
retired Inland Revenue officials) come within 
the definition of ‘quacks’, although the service 
given by the qualified accountant is in very 
many cases superior. 

(ii) The three first named only do taxation work as a 
side-line and it would be no great tragedy to 
them if legislation did exclude them from doing 
tax work. Such legislation might, however, 
include transitional provisions to make the 
exclusion gradual. 

(iii) The dentists had to deal with counterparts of 

the three first-named classes. Corresponding to 
the banks they had the limited companies 
carrying on dentistry on the multiple shop 
principle all over the country and these were 
put out of business. The dentists’ counterparts 
of solicitors and estate agents were doctors and 
chemists. 


(iv) Retired Inland Revenue officials as a class 
cannot be said to have a vested interest in 
taxation work. Would. an unqualified (but 
possibly highly skilled) officer of a government 
legal department be permitted to start practice 
as a solicitor or barrister on retirement? There 
need however be nothing to prevent a retired 
Inland Revenue official being employed by 
professional accountants on а salaried or 
consultant basis. 


Reference has already been made to the ‘depreda- ` 


tions of the quack’. Some may say that the incompetent 
will not survive but the incompetent accountant can 
do harm much longer than many other incompetent 
people. The most uneducated man soon finds out 
whether he can eat with his artificial teeth, but it may 
be a long time before a small tradesman or farmer 
finds out that his taxation adviser is not the expert 
he thought him. 
The matter is serious and it would be a thousand 
ities to sit down and admit complete defeat. Without 
being unreasonable we must stand up and if necessary 
fight for what we consider to be our rights if we are . 
to survive as a vigorous and respected profession. 


Why not go on thinking and trying as our diplomats 
are doing in their efforts to preserve world peace? 
Yours faithfully, 
REGINALD DAVIS, в.8.А.А., Р.С.1.8. 
Swindon, Wilts. ` 


Sm, – I was alarmed at the tone of Mr Davis's letter 
in your issue of April 25th, and the implication that 
other bodies of accountants: were in some way 
inferior in quality :to chartered accountants, par- 
ticularly the assertion that the great majority of 
chartered accountants considered that the holding of 
additional qualifications detracted from the ‘char- 
tered’ qualification. I feel that if Mr Davis’s assertion 
is true, then that attitude of mind is extremely 
dangerous to the accountancy profession as a whole. 

In the first place, it reveals a lack of professional 
harmony and a backbiting which could conceivably 
undermine public confidence in accountants, and in 
the second place, it implies a conservative and un- 
progressive state of mind by its self-admitted self- 
sufficiency. However, I do not for one moment think 
that the majority of chartered accountants do have 
this supercilious, conceited attitude of mind, nor do 
I think that they look down upon other qualifications 
as being of little value. 

After all, the purpose of any qualification, great or 
small, 13 to show that the holder has attained a mini- 
mum standard of educational and professional know- 
ledge, as prescribed by the particular body. Beyond 
that, the reputation of an accountant depends upon 
his individual skill and ability, born of the particular 
experience which he gains whilst carrying out his 
chosen profession. It should not, therefore, be 
regarded as a mark of social distinction. 

On what grounds does Mr Davis base his assertion 
of the superiority of chartered accountants? Is the 
standard of the examination higher? A study of the 
examination papers of other accounting bodies will 
show that this is not so. Moreover, some bodies, such 
as The Institute of Cost and Works Accountants, 
have a syllabus which is broader than that of The 
Institute of Chartered Accountants, in 80 far as fitness 
for industrial accounting is concerned. Does, there- 
fore, this qualification detract from that of ‘chartered 
accountant'? Perhaps Mr Davis would also care to 
peruse the examination papers of Тће Society of 
Incorporated Accountants or The Association of 
Certified Accountants. If he does, can he honestly say 
that chartered accountants are superior to other 
qualified accountants on.examination alone? 

. Does the fact of serving articles make a person a 
superior accountant? I will admit that this system does 
in most cases give the accounting student a broad 
knowledge of professional accounting, but this know- 
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ledge can also be gained in the hard school of earning 
a living. It will be conceded, moreover, that in the 
intricate field of industrial accounting, many articled 
clerks frequently do not receive adequate experience 
to fit them to fill industrial appointments without 
obtaining more specialized knowledge and practice. 

Finally, does the style of the constitution of an 
accounting body add to or detract from the ability of 
a particular accountant? Members of The Institute 
of Chartered Accountants can be justly proud that 
their body has been graced by Royal Charter, but it 
does not necessarily follow that on this score they are 
in some way superior to members of other bodies. 
I am not denying that chartered accountants have a 
reputation and standing — deservedly so — but please, 
Mr Davis, do not weaken that reputation by leaning 
too heavily upon it. 

Yours faithfully, 
Е. Н. EDWARDS, А.С.1.5., A.C.W.A. 
Ulverston, Lancs. 


U.S.A. and British Accounting Methods 


Sim, -I have read with interest, bordering on 
astonishment, Mr Almond’s article in April 25th 
issue — astonishment that the American methods 
should be considered such startling innovations as to 
be worth pushing at the British accountancy profes- 
sion. Mr Almond need not have gone to the United 
States to be disillusioned - he could have entered 
local government. 

Some of the American terms which Mr Almond 
lists are very like the British terms and, I suggest, 
spring less from enlightened forethought than from 
a national manner of speech which calls a motor-car 
an ‘automobile’. What is the subtle difference 
between cost accounting and costing? And I cannot 
imagine why the term 'retained earnings account' is 
far less likely to confuse the layman than 'profit and 
loss account'. 

The American bank reconciliation statement was 
put in perspective by 'An English A.C.A.' in May 
9th issue. I know nothing of British commercial 
methods, but I can say that I operated such a method 
with an authority which I served five years ago – and 
the method showed every appearance of having been 
in operation for many years. 

As for petty cash books, only in text-books have 
I seen one used in the way which Mr Almond 
describes as ‘the usual British system’. As an internal 
auditor I never insist on the keeping of a petty cash 
book at all, and where they are kept I rarely examine 
them. It is sufficient if the officer in charge can 
produce the amount of his imprest in cash and/or 
. vouchers. As for the method of posting to the petty 
cash account in the general ledger only when the 
imprest is increased or decreased, local government 
accountants were doing this long before I entered the 
profession eleven years ago. Similarly, the sundry 
creditors ledger was abandoned in local government 
whilst I was still at my mother’s knee. 

Obtaining month-end payables is not new either. 
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Most local authority treasurers’ submit to their 
spending committees financial statéments which 
contain the expenditure represented by the bills 
which are authorized for payments at the same 
meeting. Some go further than this — at least one of 
our big northern cities uses its punched-card 
installation to bring into charge orders for goods and 
services immediately they are placed. We even 
practiced ‘commitment accounting’ at a non-county 
borough in the home counties where I served, by the 
simple expedient of examining. outstanding orders 
and inflating expenditure figures by the value of any 
substantial ones. 

І could say much more. І could enter into an 
argument as to when an account is not an account. 
But I am already in danger from the Editor’s axe. 
Let me instead conclude by recommending Mr 
Almond to examine the published accounts of the 
nationalized industries for admirable final accounts in 
tabular form prepared by mere behind-the-times 
British accountants. | 

Yours faithfully, 
FRANK CROWTHER, 
Wigan. . D.P.A.(LOND.), A.I.M.T.A. 


American Company Reports 
Sm,- The references in recent issues of The 
Accountant to the standard of publication of annual 
reports to shareholders in American companies will 
no doubt convey to your readers the impression that 
American standards of company reporting are much 
higher than ours, which indeed was my own impres- 
sion before I had the following experience. 

In April 1952, I visited the city of Boston, Mass., 
to meet an eminent company lawyer in that city and 
to make inquiries concerning an American compan 
whose shares used to be quoted on the New York 
Stock Exchange in more prosperous days and which 
has a substantial number of shareholders, many of 
whom are resident in this country. 

І asked why no accounts of the company had been 
circulated during the past three years and was 
informed that there was no legal obligation to do so 
and that it was not in the best interests of the company 
to circulate accounts as it would have disclosed a 
bad state of affairs to the company’s creditors. 
(Where had I heard those words before?) 

When informed that all similar (ie. public) 
companies in Great Britain have.had a legal obligation 
to circulate annual accounts (albeit not very informa- 
tive ones) since 1908 at the latest, the lawyer expressed 
astonishment, and went on to say that the company 
was incorporated in the State of Maine (although its 
registered office and works are in another state) and 
the law governing the subject was the state law. 
The lawyer could not say how many states had 
similar laws but he did say that Maine was not the 
only state to have such laws and that a substantial 
number of companies in the U.S.A. were in a similar 
legal position. 

T also understood from him that a condition prece- 


Мау 237а, 1953 


dent of any dealings with the Securities and Exchange 
Commission was that an undertaking was required by 
the Commission to circulate annually informative 
accounts to shareholders, which lends support to the 
opinion that many companies must have no legal 
obligation so to do. 

My last comment was that American practice was 
understood in Great Britain to set an example to the 
world of a high standard of company reporting. The 
answer I got was ‘may be’. Yours faithfully, 

Manchester. JOHN MAXWELL. 


The Profession and Industry 


Sir, – May I congratulate Mr A. У. Hussey on the 
thought-provoking letter which appeared over his 
name in your issue of April 11th? 

The idea of industry being charged an annual fee 
for the services of members of the Institute is indeed 
a novel one, but would it not lead to even greater 
complications in our professional lives than those 
which Mr Hussey so rightly decries? A City account- 
ant serving on the boards of fifteen companies would 
be a valuable acquisition for his professional body, 
and we poor country members striving to attend to 
the needs of our errant fishmongers, might well find 
ourselves relegated to a sort of second division in 
professional affairs. 

Your correspondent may have found the answer to 
this and many other problems, however, in the final 
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paragraph of his letter, where he coins a new phrase 
which may well become the stock-in-trade of account- 
ants everywhere. 

As one who for some years enjoyed and profited 
from the friendly encouragement and co-operation 
of Mr Hussey in committee, I look back with 
pee on the resolutions we might have passed 

y a ‘varying 50 per cent’ of the votes. 
Yours faithfully, 
Hastings. W. R. McBRIEN. 


The Rule of the Road 


Sig, -I was delighted to learn from Mr Reece’s 
letter in the May 16th issue of your journal wh 
the others should alter their rule of the road, shoul 
his reasons are not fully convincing. I do not speak 
of the armoured man whom I did not meet yet on 
the road. The majority of the road users are motorists 
and lorry drivers who will have to mount their 
vehicles on the off-side whatever the rule. 

A frierid of mine from the Continent was so 
overcome by the rule in this country that he asked 
his solicitor friend for the reason. The solicitor 
wanted to know: ‘Do the others drive on the right- 
hand side? When my friend replied ‘Of course’, the 
old and wise man answered: "Ihe more reason for 
us to drive on the left-hand side.’ 

Yours sincerely, 


London, NW3. F. E. KOCH. 


TAXATION CASE 


A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the Annotated Tax Cases. 


Morgan v. Tate & Lyle Ltd 


In the Court of Appeal 
March 18th, 19th, 2oth and May sth, 1953 
(Before Lord Justice SINGLETON, Lord Justice: 
JENKINS and Lord Justice Hopson) 

Income-tax — Trade — Deduction ~ Advertising expenses 
~ Expenses of campaign against nationalization of an 
industry — Income Tax Act, 1918, Schedule D, Cases 
J and II, Rule 3 (a) – Land and Income Tax Act (New 
Zealand), 1916, Section 86 (1) (a). 

The respondent made an agreement with another 
company (the agent), which recited that the respon- 
dent desired to foster and promote the interests of 
the sugar-refining industry with the ultimate view to 
the preservation and extension of the goodwill of the 
respondent's business, and whereby the agent was 
appointed its public relations officer and advertising 
agent for five years; and the latter company agreed to 
use its best endeavours to foster and promote the 
interests of the sugar-refining industry by various 
advertising means. The agent's fee was [5,000 a year 
and the respondent agreed to place £75,000 in a joint 
account for the purpose of meeting expenditure 
recommended by the agent and approved by the 
respondent for furthering the aims and objects of the 


agreement. During the first six months of the opera- 
tion of the agreement £29,398 5s was paid out of the 
joint account; £2,500 represented a half-year's fee to 
the agent, {11,500 was for general advertising and the 
balance was described as ‘anti-nationalization expendi- 
ture (specific)’. 

The Crown did not dispute the deductibility of the 
first two items, but contended that expenditure on the 
anti-nationalization campaign could not be deducted 
for tax purposes. That expenditure had been incurred 
in consequence of a policy statement made in April 
1949, which showed that it was part of the Labour 
Party’s policy to transfer to public ownership all the 
sugar-manufacturing and sugar-refining concerns in 
the country. The decision to incur expenditure in 
resisting the proposal was arrived at after an extra- 
ordinary general meeting of the company had author- 
ized the board to do-everything in their power to 
meet the threat of nationalization. 

'The General Commissioners for the City of 
London decided that the expenditure in question was 
properly deductible in computing the company's 
profits for tax purposes. 


Held (affirming the judgment of Harman, J.), that 


the General Commissioners’ decision was correct. 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 
SIXTY-EIGHTH ANNUAL GENERAL MEETING 


The sixty-eighth annual general meeting of the Society 
of Incorporated Accountants and Auditors was held at 
Incorporated Accountants’ Hall, Victoria Embank- 
ment, London, SW1, last Tuesday, May 19th. The 
chair was taken by the President, Mr C. Percy 
Barrowcliff, F.8.A.A., who delivered the following 
address: 


PRESIDENTIAL ADDRESS 


The past fifteen months have been eventful in the 
history of our nation. At our meeting last year we 
mourned the sudden and tragic death of a greatly loved 
and respected Sovereign and we meet today on the eve 
of the Coronation of his daughter, Her Majesty Queen 
Elizabeth, which I, as your representative, am to have 
the privilege of attending in Westminster Abbey on 
June and. It is fitting that we should this afternoon 
respectfully pledge our devoted loyalty to Her Majesty 
and it is our earnest prayer that she may long be spared 
to reign in peace and happiness. 

The spontaneous rejoicing of the peoples of the 
British Commonwealth at this time is only tempered 
by the grief occasioned by the lamented death of Her 

` Majesty Queen Mary whose steadfastness, dignity and 
unselfish devotion to duty commanded universal 
respect and affection. 

The report of the Council for 1952! which I present 
for your consideration reflects another year of con- 
siderable activity. With your permission I do not 
propose to refer to all the information given in the 
report but shall, of-course, be glad to deal with any 
questions which members desire to raise before I put 
the resolution for the adoption of the report to the 
meeting. 


Canadian and American Visit 


Last September I was privileged to visit Canada and 
the United States of America as President of the Society 
and І desire to express again appreciation of the warm 
welcome and generous hospitality afforded to my wife 
and me by the Canadian Institute of Chartered 
Accountants and the American Institute of Account- 
ants. By their kindness and friendliness they assured 
to us treasured and unforgettable memories of our 
visit. In addition to which, the personal contacts and 
the discussions on matters of mutual professional 
interest were most valuable. I found everywhere a high 
regard for British accountancy standards of conduct 
and qualification and of techniques and practice. They 
were fully conscious of our high professional status in 
this country and of the recognition we had been 
afforded by the more ancient professions. They were 
most anxious to have closer contact with the profession 
here, as they felt this would be mutually profitable. I 
am sure this informal exchange of views would be 
invaluable in the field of professional standards, audit- 
ing technique, forms of account, management and 
administration, concept of profit and general account- 
ing research. 


1See The Accountant, dated May 2nd, 1953. 


I do not think it is putting it too high to say that 
British accountancy is considered pre-eminent in the 
world and I suggest that we do not fully appreciate that 
fact or its importance. It certainly involves the profes- 
sion here with a greater responsibility than I think its 
members always fully realize. To maintain that leader- 
ship requires alertness of mind to changing conditions, 
adaptation of functions and techniques to meet the 
progressive character of the profession itself and a clear 
determination to maintain a sense of consistency and 
stability allied to integrity and independence. 

The accountancy horizon has never been static. 
New spheres of service have been unfolding themselves 
steadily since the earliest days of the simple book-keeper, 
and the development still continues to challenge our 
intellect and our capacity to meet the ever-increasing 
responsibilities. 


Regulation of the Accountancy Profession 


Despite the vital place the profession now occupies in 
the life and economy of the country, it is still possible 
for anyone without training or the qualification of one 
of the recognized bodies to hold himself out as an 
accountant and to presume to carry out certain work of 
a highly skilled character for members of the public. 
In addition to the obvious limitations of such persons. 
to accept responsibilities of this kind, resulting most 
often in unsatisfactory service and unfortunate results. 
there is no disciplinary action available in such cases 
for unprofessional conduct in dealing with clients’ 
affairs as there is in the case of the members of the 
recognized bodies of accountants. The public are 
entitled to protection from these inexperienced and 
unqualified persons posing as accountants. I hope the 
day is not far distant when it will be more generally 
realized that it is a matter of public concern that the 
accountancy profession should be registered, 

I would also submit that the time has come when the 
profession should speak with one voice on matters of 
public and accountancy concern. I would emphasize 
that our American and Canadian professional friends 
have achieved co-ordination which I am satisfied has 
immensely strengthened the accountancy profession 
in those countries. I appreciate our problem is some- 
what different, but it still should not be considered 
insoluble. 

Unfortunately the various attempts hitherto made 
to prescribe a statutory system of registration for 
accountants have failed. Yet during the century Parlia- 
ment has passed legislation to regulate other professions 
and I cannot believe that the problems involved were 
any less complex than those which confront us. ` 

The recommendation to extend the provisions of 
Section 161 of the Companies Act, 1948, to exempt 
private companies would, if adopted, be valuable 
progress but it would not provide the final solution. 

I do, however, assure you that the complete regula- 
tion of the profession remains the ultimate objective of 
the Council. This objective has been the traditional 
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policy of the Society and it has been fostered and 
developed throughout the years by successive leaders. 
The Council will, therefore, spare no efforts in playing 
its part to try and resolve present difficulties and secure 
the settlement which we all so much desire. 


The Accountant as a Specialist 


The accountancy profession is essentially a factual 
profession, yet in the public practice field there has 
evolved over the years a very close and practical 
association in the affairs of business. This has brought 
to the profession increasing knowledge of business — 
its background — its problems — its development — its 
moods – its needs, That knowledge and experience has 
been passing into the equipment and qualification of 
our members for some years now. 

Whilst auditing remains one of our fundamental 
functions, we sre now concerned in advising on 
management problems of planning, organization, cost- 
ing, management and departmental accounts and 
Statistics, scope of operations, extensions and profit- 
sharing schemes. At another level we are consulted on 
such matters as appropriate capital requirements, 
economic use of capital, the raising of necessary capital, 
dividend policy, appropriations to reserve and the like. 

I submit there 1s ample evidence that a true under- 
standing and appreciation of the problems of industry 
and the business community are deeply impressed in 
our members' qualification and that no further quali- 
fication of any kind is required to fit them for respon- 
sible positions in industry, other than a reasonable 
period of actual business experience. Their technical 
and practical training in qualifying as incorporated 
accountants is the proper foundation upon which to 
build an accountancy career in industry. Апу other 
way of seeking this end must result in a lowering of the 
high standards created by members of the recognized 
accountancy bodies in the industrial accountancy field. 
I therefore deprecate the use by our members of any 
other letters or description which might suggest that 
management accounting is not part of the fundamental 
qualifications of an incorporated accountant. 


National Expenditure 

I cannot let.this opportunity pass without once again 
expressing concern at the mounting scale of govern- 
ment expenditure, involving 83 it does a rate of taxa- 
tion which can only have the most harmful effects. 
There is little evidence of appropriate action being 
taken to bring this expenditure under some sort of 
effective control and supervision. For the current year 
we are facing an estimated expenditure of over £4,200 
million, which shows no decrease on the previous year. 
I would also emphasize that even this amount does not 
include the substantial expenditure forced upon local 
authorities by parliamentary or governmental direction 
which is the main cause of the alarming rate increases 
all over the country. 

All this weight of expenditure has to be met out of 
our productive resources, and I suggest it is true to 
say that it now far exceeds what can be successfully 
borne by those resources. We need savings for replace- 
ments and capital formation especially to provide funds 
for the modernization and extension of our industrial 
equipment. Our future depends upon our capacity to 
retain and extend our hold on world markets and this 
cannot be done unless our industrial machine is kept 
at the highest state of efficiency. For this purpose 
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capital formation is essential, and a national economy 
failing to recognize that fact must inevitably bring 
trouble in its train sooner or later. Employment and 
the social services are determined by the use we make 
of our productive resources and both labour and capital 
are the vital elements in those resources. Therefore it 
is of the highest importance that the Government’s 
demands for taxation to meet their own expenditure 
should be conditioned by the absolute necessity of 
leaving adequate funds for capital formation. At present 
we are in the dangerous position of not forming 
adequate capital funds because of the high rate of 
government spending for current purposes. There 
appears to be urgent need in present conditions for 
substantial economy in government expenditure. 

It is my view that some independent authority or 
committee needs to be set up without delay to inquire 
into all government administration costs and expenses 
with a view to cutting out all waste, extravagance and 
unnecessary organization. Even expenditure on defence, 
social services and the like needs to be subject to some 
more stririgent supervision and control. The magnitude 
of the burden makes it more necessary than ever that 
those charged with the care of our national purse 
should make quite sure that the taxation receipts are 
spent as economically and efficiently as possible. 


Replacement Costs 
I reaffirm my belief in the principle of arriving at a true 
and fair view of profit by basing depreciation on the 
replacement value of fixed assets instead of the original 
cost and by dealing with stock-in-trade on a replace- 
ment cost basis in cases where business continuity is 
a fundamental objective. 

I welcome the increasing adoption by industrialists 
of the foregoing basis in the ‘presentation of their 
accounts and I appreciate their desire to show a more 
accurate statement of the real profits. I consider it a 
little unfortunate that special attention has always to 
be drawn to this method implying some reservation 
about the correctness of the profits so ascertained, 
whereas no reservations are made indicating the 
limitations of accounts prepared on the old conven- 
tional basis of original cost. 

I am of the opinion that a clear disclosure should be 
made in the profit and loss account in both cases. 

As consultations are still proceeding between the 
recognized accountancy bodies in an effort to ‘arrive 
at a solution of this problem, I will not say anything 
further today, but I hope a satisfactory agreed pro- 
nouncement may not be too long delayed. 


: District Societies 

I welcome this opportunity of expressing the warm 
thanks of the Council to presidents, honorary secre- 
taries and officers of district society committees for their 
efforts to promote the interests of the Society in their 
respective areas. The work of district societies in the 
field of the professional education of students is of 
great-value but it will, I think, be generally agreed that 
а new impetus and purpose is required as regards 
activities arranged for members. Í hope tbat at to- 
morrow's conference we shall fully explore this very 
important question. 


Conclusion 3 


Once again I extend my warmest thanks to the Vice- 
President,- Mr Bertram Nelson, and to my other 
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colleagues on the Council for their sustaining help and 
support during the past year. 

І am also deeply conscious of the loyalty and devoted 
work of all members of the staff and I would pay an 
especial tribute to them for their outstanding and self- 
sacrificing efforts made on behalf of the Society in 
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connection with the International Congress held last 
year. I desire to place on record our deep gratitude for 
their exceptional services on that occasion. 

[We hope to publish a report of the proceedings at 
the Society’s annual general meeting in our next 
issue, — Editor.] 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


ELEVENTH ANNUAL REPORT 


We reproduce below the report of the Committee of the London and District Society 

of Chartered Accountants for the year ended March 31st, 1953, which is to be 

presented at the eleventh annual general meeting of the Society on Thursday, 
June 25th, in the Oak Hall of the Institute, Moorgate Place, London, EC2. 


Committee 


Mr D. А. Clarke, = Chairman, Mr W. С. Densem, Vice- 
Chairman, Mesars "Rh. Appleyard, H. A. Benson, C.B.E., 
P. R. Bradshaw, Pe H. Cheney, J. Clayton, E. H. Davison, 
G. D. Е. Dillon, ва., L. К. Elcom W. E. L. Fletcher, S. H. 
Gillett, м.с., A. N. Hollis, D.F.C., Н. Mann, M.B.E., MAn 
R. P. "Matthews, B.COM., J. Mottram, B.A., H. Norris, W 

Parker, СВ, А. P Ravenhill, W. [eng т. W. ien 
G. C. Touche, B.A., Miss Ethel Watts, B.A., Messrs W. K, 
Wells, в.д. Е. Е. б. Whinney, M.A., Е, К. Wright, m.a., J. W. G, 
Соске, т.р, MA., Hon, Secretary, J.O. Milledge, Deputy Secretary. 


Report for the Year ended March 31st, 1953 


Membership ; 
The membership of the Society on March 31st, 1953, was 
2, as against 2,377 last year, being a net increase of 65. 


ће area of the Society includes the counties of London, 
Middlesex, Hertfordshire, Bedfordshire, Buckinghamshire, 
Berkshire and Surrey, and parts of Essex, Kent and 
Oxfordshire. 

All members of the Institute registered as residing, 
practising, or in service in the area of the Society are 
entitled to be admitted to membership without payment, 
on application to the Secretary. Those registered outside 
the area may, with the пере | of the Committee, also join 


the Society. 
Activities for Members 
Addresses 
(a) At evening meetings the following addresses were 
given: 


An APPROACH TO MANAGEMENT ACCOUNTING. 

October 14th, 1952. ‘Principles of management’, by 
Sir Hugh Beaver, chairman of the British Institute 
of Management. 

November 25th, 1952. ‘Business organization and 
accounting structure’, by Mr L. W. Robson, 
F.C.A. 

February 17th, 1953. ‘Business forecasting’, by 
Mr A. P. Ravenhill, Р.С.А. 

TAXATION 


December 16th, 1952. 


‘Some aspects of. excess 
profits levy’, by Mr 


John Senter, Barrister-at- 


Law. 
January 20:88, 1953. ‘Estate duty on Бреј 
shareholdings’ (Section 55, Finance Act, 1 


with a limited reference to Section 46), 
Mr H. D. Bessemer, B.A., Е.С.А. 

April 14th, 1953. *Companies and taxation: advan- 
tages and disadvantages of incorporation’, by 
Prof. L. C. B. Gower, of London алев, 


AUDITING AND ACCOUNTS 

February 4th, 1953. ‘International auditing prac- 
tice: problems in achieving uniform procedure’, 
by Mr J. Kraayenhof, а past president of the 
Netherlands Institute of Accountants. 

March 24th, 1953. ‘Has the Companies Act, 1948, 
helped investors?’, by Mr Harold Е. Wincott, 
the Editor of the Investors! Chronicle. 

April 29th, 1953. ‘Stock valuation’ was the subject 
of a discussion opened by Prof. W. T. Baxter 
and Mr David Solomons, of the Department of 
Accountancy at the University of London. 

These meetings were held in the Oak Hall of the 
Institute. 


(b) Three luncheons were held at the Connaught Rooms, 
Great Queen Street, London, W.C.a2, followed by 
short addresses: 

November roth, 1952. ‘The public accountant’, by 
Lord Rennell of Rodd, K.B.E., C.B., M.A., DL. 
January 8th, 1953. ‘Productive efficiency’ » by 

Mr Harold Watkinson, “Parliamentary 
Secretary to the Ministry of I Labour, 
March 9th, 1953. “The accountant in the witness- 
box’, by The Hon. Mr Justice Upjohn, c.n.x. 
'The Committee desires to express its appreciation and 
gratitude to all these gentlemen for their addresses at the 
evening meetings and after the luncheons. 


(c) À dinner and dance was held at The Park Lane Hotel, 
Piccadilly, on Monday, February 9th, 1953. This was 
the first dinner and dance of the Society since 1938 
and was well attended. 

An invitation to these meetings and functions was ex- 
tended to Scottish and Irish Chartered Accountants in 
London and, for Mr Kraayenhof's address, to members of 
other accountancy bodies. 


Activities of Sub-committees 
(a) Regional Taxation and Research Committee 
'The Regional Taxation and Research Committee under the 
chairmanship of Mr A. P. Ravenhill, met on six occasions 
during the year, for the purpose of considering current 
legislation, and various matters referred to it by the main 
‘Taxation and Research Committee, or raised by members: 
memoranda on these subjects were forwarded to the main 
committee; Messrs А. Р. Hughes and D. Solomons, B.COM., 
were co-opted to this committee. 


(b) Joint Committee with the Students! Society 


A meeting was held with representatives of the Chartered 
Accountant Students’ Society of London at which questions 
of mutual interest were discussed. It was agreed that the 
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subscription for student members should be raised. An 
application for a grant in respect of the cost of an intro- 
ductory course of lectures was approved for submission to 
the Council. 


(c) Advice to Members and Articled Clerks Committee 

A number of applications for advice have been received 
from members, who have been given opportunities of 
consulting members of this committee. 

(d) Programme Committee 

This year members of the Society received in the autumn 
a programme of activities with diary slips and particulars 
of discussion groups. 


Groups outside London 
There are local groups of members at Reading and Southend 
which have meetings for discussion and to hear lectures. 
Their hon. secretaries are: 


" Reading and District Group 
К. A. Hubbard, A.C.A., 64~65 St Mary's Butts, Reading, 


Berks. 
Southend Group 
К. B. Price, A.C.A., 24 Warrior Square, Southend-on-Sea. 


Discussion Groups in London 


As foreshadowed last year, action was taken to form 
Discussion Groups following the replies to a circular sent 
to all members of the Society. A representative meeting 
was held on June roth, 1952, to discuss methods, and it 
was decided that each group should comprise members of 
the various categories and that the aim should be the general 
exchange of ideas on all subjects bearing on the activities 
of accountants. It was felt that each group should comprise 
about 35 members to produce an average attendance of 
about 20. They should be independent and self-supporting. 
The meeting place should be congenial, convenient and 
reasonably inexpensive. A full report of this meeting was 


communicated to members іп a letter dated June 26th, . 


1952. 
These aims have been met by the formation of four 
groups, particulars of which are now as follows: 


Central London Discussion Group 
Meets at The Lamb and Flag, 33 Rose Street, Covent 
Garden, London, WCa, at 6.30 p.m. once a month on 
varying days of the week, September to April. 
Hon. Secretary: A. Child, T.D., B.COM., A.C.A, 9 The 
Woodfields, Sanderstead, Surrey. 


; City Discussion Group 
Meets at The Mitre, Fish Street Hill, London, EC3, 
at 6.15 p.m. on the second Wednesday of each month. 
Hon. Secretary: A. J. Nicholls, A.C.A, 22 Godstone 
Road, Purley, Surrey. 


North London Discussion Group 
Meets at The Cock and Lion, 63 Wigmore Street, London, 
Wi, at 6.30 p.m. monthly between October and April 
inclusive. f 
Hon. Secretary: J. G. Shepherd, a.c.a., 8 Frederick’s 
Place, Old Jewry, ECz. 


South-west London Discussion Group 
Meets at The Kingston Hotel, Wood Street, Kingston upon 
Thames, at 6.45 p.m. on the first Monday of each month, 
October to May. 
Hon. Secretary: Т. О. Haselwood Jones, B.A., A.C.A., 
сјо D. Napier & Son Ltd, 211 The Vale, Acton, W3. 


Members interested in joining any of the above groups 
should write to the Hon. Secretary of that group. 

A dinner for members of discussion groups was held on 
April 13th, 1953, at the Trocadero Restaurant, Piccadilly 
Circus, followed by an informal discussion on the organ- 
ization of such groups. 
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Elections to the Council 


'The Committee was invited to submit names for the con- 
sideration of the Council in the filling of London vacancies. 
From the names recommended .the Council selected 
Mr D. А. Clarke and Mr E. F. G. Whinney. 

The Council has selected Mr J. Clayton to be one of 
the five Council members not in practice. In reply to a 
request from the Council, the committee had previously 
put forward a short list of names. 

Тће Committee considered the names of the London 
members retiring by rotation from the Council at the 1953 
annual general meeting, who offered themselves for re- 
election, and decided not to submit any other nominations. 


Vacancies on the Committee 
In Practice – Three Vacancies 

Mr J. H. Mann retires in conformity with Rule 7 and 
being eligible and willing to serve is deemed to be nominated 
for re-election. 

In addition there are two further vacancies consequent 
on the election to the Council of Messrs D. A. Clarke 
and E. F. С. Whinney. 


Employed in the Service of a Practising Accountant - 
One Vacancy . 
Mr A. N. Hollis, having commenced to practise, retires, 
leaving а vacancy in this category. 


Not in either of the Foregoing Categories — 
Two Vacancies 
Mr E. H. Davison, who retires in conformity with Rule 7, 
does not seek re-election. 
In addition there is a further vacancy consequent on the 
election to the Council of Mr J. Clayton. 


General 
MEETING oF Гивтвст SOCIETIES AND THE COUNCIL 
A meeting of representatives of District Societies and 
members of the Council, with the President of the Institute 
in the chair, was held at the Institute on November 11th, 
1952, when an exchange of views took place on matters of 
general interest to members of the various societies. 

Та addition, the Committee of the Society has considered 
matters referred to it by the Council and has sent its view: 
in reply. - 

DINNER TO THE PRESIDENT 
The Committee of the Society, together with London 
Members of the Council, entertained the President and 
Vice-President of the Institute and the Presidents of the 
District Societies to an informal dinner on May 6th, 1953. 


PUBLICATIONS 


With permission of the authors and after recommendation 
by the Committee, the series of addresses on ‘Prospectuses’, 

ven during the previous year, has been published in 
book form. Most of the addresses during the year under 
review have appeared in Thé Accountant. 


ANNUAL GENERAL MEETING IN 1954 


To avoid the beginning of the holiday season and to 
facilitate the preparation of the next year's programme, it 
is proposed in future years to hold annual meetings in 
May. In 1954 Committee elections will thus be brought 
forward by one month and members wishing to bring 
before the annual meeting any motion, not relating to the ` 
ordinary annual business of the Society, are asked to give 
notice thereof to the Committee before March 31st in 
each year. 
SuGGESTIONS BY MEMBERS 

The committee welcomes suggestions for consideration 
and discussion on any matters of interest to members. 


For and on behalf of the Committee, 
DOUGLAS A, CLARKE, 


May 18th, 1953. Chairman. 


632 


THE ACCOUNTANT 


" May 23rd, 1953 


IN PARLIAMENT 


Estate Duty: Valuation Concession 


Mr PETER FREEMAN asked the Chancellor of the 
Exchequer whether his attention has been called to 
Form 15 (17340) М21009/Е5185-10/50-120,000 
J.H.718/24A which states that estate duty is to take 
the pre-war value of property.in certain circum- 
stances at the time of death in accordance with a 
statement in the House of Commons on May 18th, 
1944; whether he is aware that this valuation is not 
being. accepted by the District Valuers Office, who 
are insisting on the replacement value of the property; 
and under which of his regulations and at what date 
this change was made. 

Mr Bovp-CARPENTER: As there appears to be 
some misapprehension about the scope of this con- 
cession, I think it desirable to give a rather long 
answer which, with the hon Member's permission, 
I will therefore circulate in the Official Report. 

Following is the answer: 

` The statutory basis of valuation for estate duty is 
the price which the property would have fetched in 
the open market at the date of death. In the case of 


a house owned and occupied by the deceased at. 


that date this would be the full market value with 
the benefit of vacant possession. . | 

The effect of the concession announced on May 
18th, 1944, in the cases to which it applies, is to 
exclude from that value 

‘any increase . . . above the pre-war value in so far 

as it could only be realized by a sale with vacant pos- 

sion. 

The concession does not substitute the pre-war 
value of property for its value at the date of death. 
It does not exclude such value as there was in vacant 
possession pre-war. Nor does it exclude increases of 
value due to causes other than sale with vacant 
possession, e.g. a rise in the value of property due to 
the change in the value of money generally since 
before the war. The only element of value to be 
excluded where the concession applies, is that which 
represents the degree to which vacant possession at 
the date of death inflated value more than it did pre- 
war; no other factor which would influence the value 
is to be disregarded. 

There has been no change in the Board of Inland 
Revenue’s interpretation of the concession, which 
has from the first been interpreted as described 
above. As to the method of valuation, it would be 
inappropriate to lay down a formula to be applied 
in all cases in which the concession is available, 
since the value of the property with the benefit of 
the concession is capable of being arrived at in a 
variety of ways. There is, however, no reason why 
regard should not be had in appropriate cases to 
cost of replacement less depreciation as one of the 
factors in estimating value. 


Hansard, May 15th, 1953. Oral Answers. Cols. 1410-2. 


Land Tax Redemption Money 


Mr HyLTON-FosTER asked the Chancellor of the 
Exchequer to make a statement on the practice of the 
Inland Revenue in regard to land tax redemption 
money when a company sells property charged with 
land tax. 

Mr Bovp-CanPENTER: This matter, which depends 
on the construction of Sections 39 and 4o of the 
Finance Act, 1949, has recently been considered by 
the Law Officers. My right hon. friend is advised 
that where a property was owned by a corporate or 
unincorporated body of persons or by the sole 
trustee of a charitable or public trust on April 1st, - 
1950, the land tax redemption money is, in law, pay- 
able by that body or trustee notwithstanding a sub- 
sequent sale. I am aware that, on a sale of such 
property in the past, the purchaser has, in accord- 
ance with the view of the law formerly held and pub- 
lished by the Inland Revenue – and generally accepted 
— been called upon to pay. I do not, however, think 
that any injustice has, in general, been done, since 
the liability for the redemption money, which was 
assumed to be on the purchaser, will have been a 
factor to be taken into account in fixing the price. 
The vendor will not, of course, be asked to pay again 
in these settled cases. But in the case of sales between 
now and January ist, 1954, of property subject to 
land tax, which, on April 1st, 1950, was owned by a 
corporate or unincorporated body of persons or by 
the sole trustee of a charitable or public trust, the 
vendor and not the purchaser will be liable for the 
redemption money which will become payable after 
January 156, 1954. 

Hansard, April 29th, 1953. Written Answers. Cols. 

109-110. 


Industrial Co-partnership and Welfare 
Schemes 


Mr Gower asked the Chancellor of the Exchequer 
what steps he will take to encourage firms and under- 
takings who introduce co-partnership, profit-sharing, 
welfare and pension schemes for the benefit of their 
employees. 

Mr К. A. BUTLER: I have considered this matter but 
І am not satisfied that there are sufficient grounds for 
giving further tax reliefs in this connection. 

Hansard, May 12th, 1953. Oral Answers. Col. ходо. 


Income Tax Act, 1952 


Sir D. CAMPBELL asked the Chancellor of the 
Exchequer (1) what variations have been made in the 
policy stated by his predecessors on June 11th, 1947, 
and July 22nd, 1948, in regard to the practice of the 
Special Commissioners of Income Тах in not issuing 
directions under Section 245 of the Income Тах Act, 
1952, to companies which pursue a policy of dividend 
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limitation; and what dates such variations took place; 


(2) what departures have been made contrary to the 
assurance given by the Solicitor-General on June 
22nd, 1948, that the Special Commissioners of Income 
Tax would not issue directions under Part IX, 
Chapter III, of the Income Tax Act, 1952, in respect 
of the final period of accounting of companies going 
into liquidation for the purposes of reconstruction or 
amalgamation; and upon what date the practice was 
altered. 

Mr Boyp-CarPENTER: "There have been no changes 
in the general practices to which my hon. friend refers. 
If he has any particular cases in mind I shall be glad 
to look into them if he will write to me about them. 


Hansard, May 7th, 1953. Written Answers. Cols. 
до and 4°, 
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Bank Deposits: Notifications 


Mr Стемуп, HALL asked the Chancellor of the 
Exchequer what notifications have been received to 
the last convenient date under Section 27 of the 
Finance Act, 1951, distinguishing those received in 
respect of Post Office Savings, Bank accounts and 
those from the joint stock banks and others; and how 
many of them disclose under-assessments to tax. 

Mr К. A. BurLER: Up to March 31st, 1953, about 
1,200,000 notifications have been received. Of this 
number about 600,000 had been received from the 
Post Office Savings Bank. Most of the notifications 
have now been examined, and under-assessment has 
been discovered, or is suspected, in about one-quarter 
of the cases: Of these, about 150,000 have been settled. 


Hansard, May 12th, 1953. Oral Answers. Col. 1043. 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 
The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on May 6th, 1953, who completed 
their Fellowship or Membership before May 19th, 


1953. 

Associates elected Fellows 

Armstrong, Paul Liviagatone; 1940, А.С.А.; (Newton, 
Armstrong & Со), 33 Lawrence Lane, London, EC2, 
and at Birmingham and Southampton. 

Banks, Douglas William; 1933, A.C.A.; (Banks & Co), 
34 Borough High Street, London Bridge, Tandon, SE1. 

Bell, John William; 1936, A.C.A.; (Hope, Agar & Co), 
Pinners Hall, Austin riarg, London, ЕС2. 

Blake, Dennis Arthur, M.B.E., 1948,- A.C.A.; - (Baker, 
Todman & Co), Canada House, Norfolk Street, Strand, 
London, WC2. 

Butlin, John Frank; 1944, А.С.А.; (John F. Butlin & Co) 


and (Capel, Barclay & Co), 35 Gray’ s Inn Road, London, 


МСл. 

Charles, William Strafford Curtis; 1939, A.C.A; (J. 
Jackson Saint & Co), 22 Lowther Street, Carlisle, and 
at Cockermouth, Penrith and Workington. 

Ford, Geoffrey, м.с.; 1946, A.C.A; (Hibberd Bull & 
Johnson), Abchurch Chambers, St Peter's Road, Bourne- 
mouth, and at London. 

Gow, David James; 1938, A.C.A; (Hibberd Bull & 
Johnson), Abchurch Chambers, St Peter's Road, Bourne- 
mouth, and at London. 

Grant, Maurice Leslie; 1947, A.C.A.; (James Worley & 
Sons), 16 Union Court, Old Broad Street, London, 
ЕСа, and at Eastbourne, Ilford and Kingston upon 
Thames. 

Greenwood, John Sandiford; 1948, A.C.A. (F. Smith & 
Greenwood), 40 Kennedy Street, Manchester, 2. 

Hayman, Howard Gerald; 1942, А.С.А.; (Н. С. Hayman 

65 High Street, Hounslow, Middlesex. 

Hoyle, Frank Caleb, B.&.; 1936, A.C.A; (David Smith, 
Garnett & Co), 61 Brown Street, Manchester, 2. 

Jordan, Vivian Stuart Lorraine; 1935, A.C.A.; (*W. E. 
Reynolds & Co), 9 Market Street, Newton Abbot, and 
at Ashburton. 

Kitchen, Stanley; 1937, A.C.A.; (Foster & рван 
77 Harborne Road, Edgbaston, Birmingham, rs 





* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


Leese, Michael Harry; 1948, A.C.A; (Womereley & 
Tweedale), 20 Princess Street, Manchester, 1; also at 
Bolton, (Greenhalgh, Son & Dutton). 

Lindsay, eth Crawford; 1938, A.C.A.; (Kenneth C. 
Lindsay & Co), 7 Great Winchester Street, London, ЕСа. 

Lockett, Charles Jackson; 1930, A.C.A.; (Halliday, Pearson 
& Co), 11 Spring Gardens, Manchester, 2. 

Lucraft, George Ronald, т.р.; 1948, А.С.А.; (Crouch, 
Lucraft & Co), 17 Queens Road, Brighton, and at Battle 
and Exeter. 

MacGregor, John Cochrane, M.A.; 1936, А.С.А.; (*Chalmers, 
Wade & Co), 5 Fenwick Street, Liverpool, 2, and at 

irmingham, London, Wells, Weymouth and Yeovil. 
маа enneth Jobn d’Arcy, M.A.; 1947, A.C.A.; (Impey, 
Cudworth & Co), 5 Lower Temple Street, Birmingham, 
`- 2, and at London. ` 

Massey, Charles Wood; 1940, A.C.A.; (Massey & Ellison), 
Princes Chambers, 6 Corporation Street, Birmingham, 2. 

Ney, Kevin Philip; 1946, A.C.A.; (Robert J. Ward & Co), 
Adelphi Terrace House, 3: " Robert Street, Adelphi, 
London, WC2. 

Paton, Walter; 1939, A.C.A.; (J. Jackson Saint & Co), 
22 Lowther Street, Carlisle, and at Cockermouth, 
Penrith and Workin 

Rawlins, Richard Charles Champion; 1938, A.C.A.; (Baker, 
Todman & Co), Canada House, Norfolk Street, Strand, 
London, У/С2. 

Roff, Eric James; 1928, A.C.A.; (Hope, Agar & Co), 
Pinners Hall, Austin Friars, London, ЕСа. 

Sanders, Ernest Donald; 1 A.C.A.; (*John Stubbs, 
Parkin & Co), 41 North John Street, Liverpool, 2, and 
at Market Drayton. - 

Seddon, George Taylor; 1936, A.C.A.; (Halliday, Pearson 
& Co), 11 Spring Gardens, ester, 

Wheatcroft, Arthur Leslie; 1948, A.C.A; (Tyler & Wheat- 
croft), Central House, 75 New Street, Birmingham, 2. 
Wilcock, Harold; 1929, A.C.A; (*Hays, Akers & Hays), 
1 Queen Victoria Street, Mansion House, London, E 

Wright, Maurice Belcham; 1925, ACA, (Gillies 

right) and (*Wright & Bolas), 27/31 High Street, 
Croydon, Surrey. 


Admitted as Associates 
(Not in Practice) 
Bowen, Gwynfor; with Francis, Williams & Vaughan, 
12 Christina Street, Swansea. 


Tyrer, Robert, B.COM.; with Собра d вие & Со, 3 
Rumford Street, Livérpool, 3- 
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Personal 


Mr Wum Н. Нотснічѕом, Chartered Account- 
ant, of Commercial Union Buildings, 47 Pilgrim 
Street, Newcastle upon Tyne, 1, announces that he 
has taken into partnership Mr JoHN Brian DUNFORD, 
A.C.A. The practice will be continued under the 
style of У/упалам Н. Нотснімѕом and Dunrorp. 


Messrs Prick WATERHOUSE, Pear & Co announce 
that they have admitted to partnership in their 
Peruvian firm Mr FREDERICK ALEXANDER BELL, С.А., 
who has been associated with their organization in 
South America for many years. 

Mr S. К. Ушттре, Certified Accountant, and 
Miss J. Parry, Chartered Accountant, announce that 
on May 5th, 1953, they were joined in partnership by 
Mr Н. С. Вкооке, Certified Accountant. The prac- 
tice, under the style of WHITTLE, Parry & BROOKE, 
will be carried on as hitherto at Monson Chambers, 
Corporation Street, Lincoln, with the same staff. 

Messrs PARTRIDGE & Co, Chartered Accountants, 
of 125 Shaftesbury Avenue, London, WC2, regret to 
announce that their senior partner, Mr E. G. HITE, 
Е.С.А., died on Мау 16th. The practice will be 
continued by the remaining partner, Mr E. B. 
EVANS, F.C.A., at the same address. 


Messrs W. W. BEER, APLIN & Co, Incorporated 
Accountants, of Exeter and Exmouth, announce that 
they have admitted into partnership Messrs D. H. 
DUNN, A.S.A.A., L.C.1.8., and К. Н. GUYVER, А.5.А.А., 
both of whom have been associated with the firm for a 
number of years. The name of the firm will remain 
unchanged. 

Messrs Cooper Вкотневѕз & Co, Chartered 
Accountants, announce that they have opened a 
branch office at 57 Marina, Lagos, Nigeria. 


Professional Notes 


Mr 8. H. Gillett, M.C., F.C.4., a partner in the firm 
of Dixon, Wilson Tubbs & Gillett, Chartered 
Accountants, and a member of the Council of the 
Institute, has been elected deputy-chairman of the 
London Chamber of Commerce. 

Mr A. B. Waring, a.c.a., chairman and managing 
director of Joseph Lucas (Industries) Ltd, has been 
re-elected a vice-president of the Society of Motor 
Manufacturers and Traders for a further term of 
office. 


Assistant Official Receiver ‘Appointed 


The Board of Trade have appointed Mr Alan Reginald 
Bailey to be Assistant Official Receiver for the 
Bankruptcy District of the County Courts of South- 
ampton, Bournemouth and Winchester; the Bank- 
ruptcy District of the County Courts of Portsmouth, 
Newport and Ryde; and also for the Bankruptcy 
District of the County Courts of Salisbury, Dorchester 
and Yeovil. The appointment takes effect from 
May sth, 1953. 
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The Society of Incorporated Accountants 
and Auditors 


DINNER AT INCORPORATED ACCOUNTANTS’ HALL 
The President, Mr С. Percy Barrowcliff, F.S.A.A., 
and members of the Council of The Society of 
Incorporated Accountants, gave a dinner last Monday 
at Incorporated Accountants’ Hall. The following 
were present: 


au Frederick Alban, с.в.в., Messrs А. Stuart Allen, 

J. B. Andrews, F. V. ‘Arnold, Edward Baldry, Sir 
Ed Bamford, K.C.B., K.B.E., C.M.G., Messrs R. Wilson 
Bartlett, D.L., 'H. F. Bell, Robert Bell, H. J. Bicker, Air 
Chief Marshal Sir Frederick Bowhill, G.B.E., K.C.B., C.M.G., 
р.5.0., Mr К. M. Branson, Professor F. Sewell Bray, 
Messrs Andrew Brodie, Henry Brown, 0.5.2, R. W. E. 
Bunn, І. А. Е. Craig, O.B.E., Tudor Davies, Frank Dean, 
E. Downward, Derek du Pré. 

Messrs А. T. Eaves, E. Emmerson, R. F. Emmerson, 
С. А. Evan-Jones, M.B.E., Н. Mitchell Firth, W. Н. Fox, 
C. M. Foxon, А. A. Garrett, M.B.E., Montague Gedge, 
Q.c., W. Р. Gill, H. K. Greaves, R. A. Hamilton, Alex. 
Hannah, L. С. Hawkins, C. A. G. Hewson, W. H. Higgin- 
botham, Walter Holman, 5. G. T. Holmes, Sir Harold 
Howitt, G.B.R., D.8.0., М.С . 

Messrs A. Jarratt, L. A. Jarvis,.T. Jewitt, Hugh О. 
Johnson, D. 5. Jones, Sir Thomas Keens, D.L., The Rt 
Hon Lord Latham, Messrs J. С. Latham, D.L., А, С. Lee, 
р.8.0., J. S. Lewis, M. A. Liddell, T. Lister, Leo. Т. 
Little, C. Yates Lloyd, John Love, Т. О. Lund, с.в.в., 
A. Macdonald, Alan S. MacIver, м.с., W. Н. Marsden. 

Messrs Bertram Nelson, Т. Н. Nicholson, O.B.E., 
J. D. Nightingirl, W. Charles Norton, м.в.в., м.с., P. D. 
Pascho, Р. F. Pierce, T. Harold Platts, J. J. Potter, Е. А. 
Prior, W. H. Rhodes, J. W. Richardson, C. R. Riddington, 
P. С. S. Ritchie, Т. B. Robson, M.B.E, У. С. A. Russell. 

Mr A. Salter, The Rt Hon Lord Saltoun, m C., Messrs 
J. E. S. Simon, Q.C., M.P., P. W. Skinner, F. C. Smailes, 
H. F. Smith, J. E. ’Spoors, K. R. Stanley, B. с. Stead, 
Joseph Stephenson, о.в.в., Е. Heyworth Talbot, Q.C., 
В. Н. Taylor, Percy Toothill, J. Millard Tucker, Q.C., 
Sir Godfrey Russell Vick, Q.c., Sir Cecil Wakeley, Bt, 
к.В.Е., C.B., Mr А. Н. Walkey, Sir Richard Yeabsley, С.В.Е. 


There were no formal speeches. The toast of 
‘The Guests’ was proposed by the President and 
Sir Godfrey Russell Vick, Q.c., replied. 


Chartered Accountants! Lodge No. 3162 


At the installation meeting held at The Piccadilly 
Hotel, Regent Street, London, Wr, on May 13th, 
1953, V.W. Bro. Hugh Alexander Robert James 
Wilson, P.G.Treas, P.P.G.W.(Middx) was in- 
stalled in the chair by W. Bro. G. W. Hunt. 

'The officers appointed were: W. Bro. G. W. Hunt, 
I.P.M.; W. Bro. W. Robinson, L.G.R., S.W.; Bro. F. 
Clive de Paula, T.D., 7.W.; W. Bro. Н. M. Hawthorne, 
L.G.R., P.M., Treasurer; УЛ. Bro. Geoffrey Bostock, 
P.G.Treas., Secretary; W. Bro. А. Granville White, 
P.A.G D.C, L.G.R., P.M., D.C.; W. Bro. S. T. Milner, 
S.D.; Bro. . M. C. Rhodes, Ур. W. Bro. D. Percy Jones, 
Р. M., A.D.C.; W. Bro. A. A. B. Yeatman, P.G.Std., P.M., 
Organist; Bro. R. P. Matthews, 7.G.; Bro. B. А. W. Fox, 
Steward; Bro. L. J. Northcott, Steward; W. Bro. R. H. 
'Truelove, Tyler. 

Amongst those present were: W. Bro. Douglas Fish, 
P.G.D.; W. Bro. Major Irving B. Gane, P.G.D.; W. Bro. 
P. J. Dawson, о.в.в., P.G.D.; W. Bro. Rev. Hector W. 
Reindorp, M.A., P.A.G.Chap.; W. Bro. George Parker, 
P.A.G.D.C.; W. Bro. W. W. A. Couzens, P.A.G.D.C.; 
W. Bro. Richard A. Witty, P.G.St.B., W. Bro. P. J. Taylor, 
P.G.St.B.; W. Bro. F. J. Braybrooks, P.G.St.B., P.P.G.W. 
(Herts); У. Bro. Е. C. T. Lane, P.G.Std.; W. Bro. A. J: 


if 
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Rowe, P.G.P.; W. Bro. Howard Button, с.в.к., P.P.S.G.W. 
(Surrey); W. Bro. G. E. Raines, P.P.G.R. (Bucks); W. Bro. 
Еа Lowe, P.P.G.D. (Herts); W. 
Stra , Ова, P.P.G.D. (Yorks N. & E.R); W. Bro. 
Norman H. Stubbs, L.G.R.; W. Bro. Rodway Stephens, 
L.G.R.; W. Bro. W. С. Campbell, L.G.R.; W. Bro. 
Leslie B. Prince, L.G.R.; W. Bro. W. R. Burrough; W. Bro. 
K. R. R. Readhead; W. Bro. W. G. Angell (W.M., Semper 
Vigilans Lodge). 


Accountants of the Isle of Man 
INFORMAL MEETING AND DINNER 
There was an attendance of forty-three at an informal 
and successful meeting of chartered accountants, 
incorporated accountants and incorporated account- 
ant students of the Isle of Man, held at Fort Anne 
Hotel, Douglas, Isle of Man, on Friday, May 15th. 

Mr A. D. Walker, F.c.a., a member of the Council 
of The Institute of Chartered Accountants in 
England and Wales, was in the chair, and introduced 
Mr Bertram Nelson, F.5.4.4., Vice-President of The 
Society of Incorporated Accountants and Auditors, 
and a guest, Mr Derek du Pré, Editor of The Account- 
ant. А brisk discussion on a wide variety of subjects 
preceded a dinner at which there were no formal 
speeches: votes of thanks were proposed to Mr Walker 
and Mr Nelson by Mr J. B. Garside, F.c.a., supported 
by Mr J. B. Bolton, F.5.4.4., a member of the House 
of Keys. Other speakers included Mr W. A. Crowe, 
F.C.A., Who was the convenor of the meeting. 

The following were present: 

Chartered Accountants: Messrs J. К. Billington, W. A. 
Crowe, C. R. Ducker, J. W. Eva, J. B. Garside, J. J. Garside, 
J. H. Matthews, W. P. Waid, J. S. Wilson. 

Incorporated Accountants: Messrs A. Barber, J. B. Bolton, 
R. B. Browne, J. P. Callin, F. J. Callow, R. W. Corlett, 
5. J. Earnshaw, J. С. Fargher, Е. Hicks, A. Hill, W. D. 
Kaneen, J. К. Kelly, Е. С. Kissack, J. W. Manderson, 
T. L. Mylchreest, F. B. Russell. 

Incorporated Accountant Students: Меззгв Т. Chilcott, 
B. Clucas, R. Collister, Miss E. A. Corlett, Messrs У. R. 
Cove, R. W. Cowin, R. F. Hughes, P. C. G. Fletcher, 
B. Karran, John Kneale, R. A. Kocale; T. E. Leeming, 
D. C. Miller, F. C. Quilleash, J. R. Roscow. | 


New Member for Monopolies Commission 
The Board of Trade announce that Sir Arnold Plant 
has been appointed a part-time member of the 
Monopolies and Restrictive Practices Commission. 
The appointment is for four years. 


Double Taxation Relief: Belgium 
The double taxation convention with Belgium, which 
was signed on March 27th, was published on May 
15th as a schedule to a draft Order in Council. The 
convention is in general similar to those already 
made with France and other European countries. 
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Chartered Accountants' Golfing Society 


The fifty-fourth annual general meeting of the 
Chartered Accountants’ Golfing Society was held at 
St George's Hill Golf Club, Weybridge, Surrey, on 
"Thursday, May 7th, 1953. 

Mr J. B. Pittman, F.C.A., referred to the very great 
loss which the Society had suffered by the death of 
Mr C. le C. Browning, F.c.a., who had been President 
since May 1946 and an active member of the Society 
for many years. He will be much missed by all who 
knew him. 

The audited accounts for the year to March 31st, 
1953, were approved and adopted and the following 
appointments were made for 1953—54: 

President: Mr J. B. Pittman, F.c.a. 

Vice-Presidents: Messrs D. V. House, F.C.A., and R. J. 
Pigott, Р.С.А. 

Captain: Mr S. G. Sillem, A.C.A. 

Vice-Captain: Mr L. E. Parsons, M.C., F.C.A. 

Hon. Secretary and Treasurer: Mr D. V. House, В.С.А. 

Match Secretary: Mr J. B. P. Williamson, F.c.a. 

Messrs Frank Green, F.c.4., and R. A. Daniel, 
М.А.; А.С.А., were re-elected to the Committee. 

The Hon. Auditor, Mr J. S. Hyland, F.c.a., was re- 
appointed and a vote of thanks was passed for his 
services in auditing the accounts. 


Forty-eight members took part in the competitions · 


played during the day, the leading results being: 
MEDAL Competition (Stableford scoring) 


1 D. W. Gibson (то) 37$ points. 
Wins Captain's Prize and 
Ernest per Challenge 
Cup on best score for last 
. nine holes. 
G. L. Wiener (18) 378 points, 
Wins second prize. 
3 A. Holt ie 361 points. 
4 ]. Dixon 13) 353. 5 
5 R. G. Pegler (4) 35 oo» 
Wins Scratch Prize. 
6 J. S. Hyland (8) 341 points. 
R. A. Daniel то) 34 А 
8 D. У. Littlejohn (20) 33 » 
9 R. D. Henderson (à 333 » 
то W. О. Newtomb 8) 33 Уб 
GREENSOME BOGEY 
1 R. D. Henderson and Н. W. Pitt 40 points. 
Win first prize. 
a H. D. Nicholson and К. С. Pegler 38 poles 
Win second prize 
3 A. Holt and A. M. Lotery 37 points 
4 H. E. Harden and L. Powell 36  , 
R. Bucknill and W. E. Parker ; 36  , 
6 T. C. Miller and J. F. S. Rogers 35 А 
S. G. Sillem and К. Р, Chapman 34: 5 
{ D. W. Gibson and S. W. Penwill 33 » 
W. O. Newcomb and L. E. Parsons 33 oy 
J. B. Pittman and L. К’ Elcombe 33 o» 
W. J. Leeming and D. V. Littlejohn 33  » 
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Annotated Tax Cases 


Part II of Volume XXXII of the Asinotated Tax 
Cases, edited by Roy Borneman, Q.c., is published 
today and contains reports, with notes on the 
judgments, of the following cases: In re Brassey's 
Resettlement (H.L.); Chappie Ltd v. C.I.R. (СА у; 
The Nestlé Company Ltd о. C.I.R. (СА; CLR. v. 
City of Glasgow Police Athletic Association (H.L.); 
Union Corporation Ltd v. C.I.R. (H.L.); Johannesburg 
Consolidated Investment Co Ltd v. C.I.R. (H.L.); 
Trinidad Leasehold Ltd v. C.I.R. (H.L.). 

The annual subscription to the Annotated Tax 
. Cases 18 30s post free, the publishers being Gee & Co 
Ыра Ltd, 27-28 Basinghall Street, London, 
EC2. 


Estate Duty: Valuation Concession 


The Board of Inland Revenue draw attention to an 
announcement made by the Financial Secretary to 
the Treasury on May 14th. This is reproduced under 
‘In Parliament’ on page 632. - 


The Institute of Book-keepers_ 


"The thirty- seventh annual general meeting of Тће 
Institute of Book-keepers, was held on May 15th, at 
the Cripplegate Institute, Golden Lane, London, 
ЕСІ. Mr Leonard Frankland, A.C.A., F.C.W.A., 
О AM.LLA., Chairman of the Council, presided, and in 
moving the adoption of the annual report and accounts 
said that the Book-keepers' Institute, which was 
founded in 1916, might be regarded as having passed 
through two stages in its development and was about 
to embark on a third. Тће first stage, up to the late 
19308 was the formative one; the second, coming up 
to the present time, was one of consolidation. Тће 
third stage, now starting, was that of expansion, and 
he looked forward to the future with confidence. 


. Our Weekly Problem . 
No. 7o: Nicut Time ' 


The clock in Mr L. U. Sidate's bedroom had no 
strike, but the clocks in the dining room, drawing 
róom, study and landing struck the hours. The 
grandfather clock in the hall struck the half-hours as 
well. The clocks were adjusted so that every ten 
minutes one of them struck so that at night he did 
not have to wait very long before one of them told 
him the approximate time. The landing clock which 
was set to the correct time had a particularly soothing 
chime. 
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Mr Sidate could not sleep. He heard Һе clocks 
strike one, then two, then one, then two, and then 
he fell asleep without hearing the landing clock. 


When did Mr Sidate fall asleep? 
. The answer will be published next week. 


Answer то No. 69: STAINED-GLASS WINDOW 


There cannot be a centre square unless the square window 
has an odd number of panes. 
In the expression 2(x?—1)=y?—1 
x and y must be odd numbers, which is satisfied if x is 5 
and y is 7. 
There are therefore 24 and 48 coloured panes i.e., 72 


altogether. 2 


TWENTY-FIVE YEARS AGO 
. From Ue Accountant or May 26TH, 1928 
Cost of Living - 


At 1st May the average level of retail prices of all 
the commodities taken into account in the statistics 
compiled by the Ministry of Labour (including food, 
rent, clothing, fuel and light, and miscellaneous . 
items) was approximately 64 per cent. above that of 
July 1914, the same ав a month ago and a year ago. 
For food alone the corresponding percentage for 
ist May was 54, as compared with 55 a month ago 
and 54 a year ago, 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or May 25TH, 1878 
“Sworn” Accountants 


The suggestion recently made by the President of 
the Society of Accountants in England, that the 
London Corporation should be asked to admit sworn 
accountants in the same manner that they now admit 
“sworn brokers", as they are still called, though not 
actually “sworn”, is certainly a most important one. 
It indicates a new and bold line of policy, calculated 


in a great measure to secure, at one stroke, those 


advantages which, in the form of parliamentary 
recognition, have so lóng been is in vain. The 
suggestion is, moreover, one capable of easy and 
speedy reduction to practice, for the reason that it 
obviates the one great difficulty which has hitherto 
stultified the plans of those who aimed at obtaining 
a charter for English accountants. This difficulty 
has been the non-unity of the profession in the eyes 
of the world; its internal division into various 
societies, each separately governed and, of course, 
having individually no claims to represent the pro- 
fession in its entirety. . . . 
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ELIZABETHAN AGES 


Y the time this article appears the scene will be set and 
verything in readiness for the day of general rejoicing 
which formally ushers in the new Elizabethan age. Since 
the time that she first began to appear on public occasions, Her 
Majesty the Queen has made apparent to all her determination to 
devote her life, under God, to the service of her country and her 
people, and next Tuesday the solemn ceremony of anointing and 
crowning will hallow and set a seal upon her vows. It is natural 
and right that the Coronation day should be the focus of the 
prayers and hopes and joy of all the peoples of the British 
Commonwealth of Nations. 

"Elizabeth possessed in a higher degree than any other English 
prince who ever reigned the innocent art of popularity’ — these 
words might well have been written today, but they are in fact 
taken from the Memoirs of the Court of Queen Elizabeth, by Lucy 
Aikin, and without going too far in making comparisons with far- 
off times, a glance at the records of those spacious days reveals 
much that stimulates the imagination. At first sight the contrast 
is stark. The girlhood of Elizabeth I had been passed in a turmoil 
of religious controversy and political plots which continually 
placed her life in misery and danger, and she succeeded on the 
throne a queen who was almost universally unpopular. Our Queen 
today enjoyed, and still enjoys, the happiest of homes and has 
succeeded a monarch beloved and respected. She shares in any 
dangers that threaten her people, but she can move freely among 
them with perfect confidence in their love and loyalty, and her 
throne is not the centre of plots and counter-plots. Bohun, writing 
on the character of Queen Elizabeth I, is again completely topical, 
for he says: 


*She was, most easy to be approached; private persons and magis- 
trates, men and women, country people and children, came joyfully 
and without any fear to wait upon her. Her ears were then open to 
the complaints of the afflicted and of those that had been in any way 
injured. . . . Nor was there anything in the whole course of her reign 
that more won the hearts of the people than her wonderful facility 
and condescension, and the sweetness and pleasantness that enter- 
tained all that came to her.’ . 


While the Queen no longer undertakes a splendid water pro- 
cession from Westminster to the Tower, she does, on her Coro- 
nation day 'issue forth drawn in a sumptuous chariot', and bells, 
bonfires, and 'tables spread in the streets where was plentiful 
eating, drinking, and making merry', are still part of the public 
celebrations. 

'The reign of the first Elizabeth was marked by a flowering of 
thought and imagination which found expression in some of the 
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best and noblest poetry and prose in our language, 
and the spirit of the age was one of high adventure 
and daring enterprise. Today unconquered moun- 
tains and growing knowledge of other worlds on 
other planets challenge mankind, and in an age 
when it sometimes seems as if the humanities are 
in danger of being overwhelmed by science, there 
is the continual apprehension of new discoveries 


which may change and enrich our lives, or. 


equally, if wrongly used, impoverish and destroy 
them. 

The Coronation service itself provides a striking 
witness both to the progress and limitations of 
science. Many thousands of people who cannot 
be present at Westminster will yet be able to see 
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and hear part of the ceremony, and that ceremony 
is in essentials the same which was used when the 
Books of the Kings were written, and doubtless 
earlier than that, and has its roots in a deep un- 
changing religious significance. “They made him 
king and anointed him, and they clapped their 
hands, and said, God save the king,’ we are told 
in 2 Kings ii. ‘God save Queen Elizabeth; long 
and happy may she reign’, was the cry of the 
Houses of Parliament when the accession of 
Elizabeth I was announced; ‘God save the Queen; 
long live Queen Elizabeth; may the Queen live 
for ever’, will be the cry in Westminster Abbey 
next Tuesday, and we, with all the Queen's 
subjects, will join in it with all our hearts. ` 


ACCOUNTANTS AND ACCOUNTANCY 
RAPID GROWTH OF A YOUNG PROFESSION 


At this time last year there were assembled in London some 3,000 accountants 
from all over the world, representing thirty-six countries, who had come to attend 
the Sixth International Congress on Accounting. The fact that they came in such 
large numbers for this purpose is a reminder of.the extraordinary progress that 
has been made by a profession comparatively recently established on an organized 
basis, yet already an integral part of industrial and commercial life; and thus 
exercising indirectly a considerable influence on national economies. 


No Arid Pursuit 

O the uninitiated, accountancy may appear 
an arid and uncreative pursuit, an opinion 
that was justifiable in the days when the 
description ‘accountant’ denoted either a book- 
keeper, or an undertaker called in to bury a bank- 
rupt business. Today we have changed all that, 
and the ever-widening fields of activity open to 
accountants make that idea a narrow and super- 
ficial one. Hewers of wood and drawers of water 
of course there must be, checking and ticking 
must still go on, though even that task has been 
made much less arduous by the constant im- 
provements in accounting machines, but the 
status of the accountant and auditor is very 

different from what it was fifty years Ago. 
The general trend of legislation, particularly 
that relating to joint stock companies, the enor- 
mous burden of taxation with its accompaniment 


of statutes couched in language so appallingly 


intricate that they not infrequently produce 
results unforeseen by their framers, and the 
effects of world economic difficulties upon cor- 
porations and individuals—all these demand 


minds. trained to constructive thinking, enter- 
prising outlook, and the ability to advise upon 
future action as well as past results. 

There is plenty of evidence that the accountancy 
profession has not failed to come up to these 
expectations, and one indication is the remark- 
able number of boards of directors in these islands 
which include a professional accountant. In recent 
years, too, there has been a noticeable and wel- 
come change in the standing of industrial account- 
ants. Over and over again they have proved their 
worth and their value as representatives of their 
profession, and they now take their place along 
with their practising brethren on the Councils 
of their parent bodies, a privilege which was in 
some cases denied to them up to a few years ago. 


Beginnings of Accountancy 
To suggest that accountancy is not without its 
romantic side may seem far-fetched to those who 
insist upon the strictly utilitarian view. Neverthe- 
less, the accounts that have come down to us from 


_ past ages are the very stuff of social history, afford- 


ing an insight into the lives, manners, and cus- 
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toms of our forefathers that could not have been 


obtained in any other way. References to the 


keeping of business records, if not accounts in 
the modern sense, go back to biblical times and 
from about 2600 B.c. there are extant documents 
dealing with sales, money-lending, partnerships, 
letting, and hiring. 

The oldest account preserved in Great Britain 
is the English pipe-roll of 1130-31, and from that 
time on there are numerous examples of public 
and private accounts. The history of auditing 
goes almost as far back, a definite system of check 
having been known in ancient Egypt. For the 
first indication that accountancy was regarded as 
a science or an art we must turn, however, to 
fifteenth-century Italy, and especially to the 
flourishing community formed by the rich mer- 
chants of Venice. Here in 1494, Luca Pacioli, 
celebrated mathematician, professor of theology, 
and ‘Brother Luke’ of the Order of Saint Francis, 
brought out his Summa de Arithmetica, Geometria, 
Proportioni et Proportionalita, with the addition of 
what he himself called "а most oa) treatise’ 
on book-keeping. 

In accountancy, as in so many other branches 
of knowledge, the Italian influence was рге- 
dominant in Europe for many years, and trans- 
lations of this treatise were made in several 
languages, one by Hugh Oldcastle appearing in 
London in 1543. In the same year Ympyn 
Christoffels brought out what is known as the 
earliest Dutch work on the subject, this also being 
based on Pacioli’s work. The Italian books were 
gradually superseded, particularly by Dutch 
writers. The earliest original wore in English was 
James Peele’s 


“Мапег and fourme how to Кере a perfect 
reconyng after the order of the most worthie and 
notable accompte of debitour and creditour set 
forthe in certaine tables with a declaracion there- 
unto belongyng’ 


published in London in 1593. Thenceforward 
there has been a more or less constant stream of 
books dealing with every aspect of accountancy 
and auditing, and the application of accounting 
systems to every kind of enterprise. 

It is to Italy also that we have to go to trace the 
beginnings of the practice of accountancy as a 
profession. The first association of accountants 
of which there is a record is the Collegio de 
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Raxonate, founded in Venice in 1581, and it is 
noteworthy that the requirements of the college 
included an apprenticeship of six years before an 
examination for admission could be taken. The 
majority of the states in Italy formed similar 
associations with similar requirements; moreover, 
they were considerably in advance even of this 
century in insisting that no one might practise as 
an accountant unless he were a member of a 
recognized association. 


Modern Developments 


In tracing the development of modern accounting 
in Great Britain, Scotland takes pride of place. 
The Society of Accountants of Edinburgh was 
the first to receive a Royal Charter, in the year 
1854, and its members were therefore the original 
chartered accountants. The formation of The 
Institute of Accountants and Actuaries in Glas- 
gow, also under Royal Charter, followed in 1855, 
and the Society of Accountants in Aberdeen 
received its: Charter of Incorporation in 1867. 
'These three societies continued to exist side by 
side for many years, until 1951, when they were 
amalgamated under the title of Тће Institute of 
Chartered Accountants of Scotland. In England 
organized development was slower, and it was not 
until 1880 that The Institute of Chartered 
Accountants in England and Wales was formed. 


- It was followed five years later by the Society of 


Incorporated Accountants and Auditors, which 
did not insist upon service under articles as a 
condition of admission; The Institute of Char- 
tered Accountants in Ireland, modelled largely 
on the English pattern, was granted a Royal 
Charter in 1888. The Association of Certified and 
Corporate Accountants is an amalgamation of two 
earlier societies, and organizations designed for 
particular classes of accountants, such as The 
Institute of Cost and Works Accountants and 


‘The Institute of Municipal Treasurers and 


Accountants, have come into being. 

All attempts to close the profession by amal- 
gamation or agreed legislation have so far failed, 
and accordingly anyone choosing to describe 
himself as an accountant cannot be prevented 
from doing so. But all the bodies mentioned above 


> jealously guard the highest professional standards 


of conduct and knowledge. Membership of any 
one of them confers a status recognized in various 
Acts of Parliament which include auditing pro- 
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visions, and they are collectively regarded as the 
‘recognized bodies’. 


Fundamental Problems 

Although the pattern of international and national 
affairs changes, the accountants’ fundamental 
problems remain the same, though arising in a 
different context and a different alignment. 
Twenty years ago ‘rationalization’ was the pass- 
word to prosperity, today we are bidden to pin 
our faith to planning and the welfare state. In the 
field in which accountants are now immediately 
concerned, the subject of fluctuating price levels 
in relation to accounts takes a prominent place. 
Looking through back numbers of The Accountant 
it is very noticeable that the same questions crop 
up again and again. General subjects such as 
“The accountant in industry’, "The accountant in 
practice and in public service’, and “The incidence 
of taxation’, are of recurring interest, and all of 
them continually call for fresh treatment within 
the unities of time, place and action. 

In delivering an address on ‘International 


THE ACCOUNTANT 


May 30th, 1953 


finance’ at the International Congress in 1933, 
the late Lorn Stamp stated that three questions 
required an urgent answer, namely, the proper 
balance between individual liberty and social 
direction; the cession of certain aspects of national 
sovereignty to international direction in economic 
affairs; and the monetary problem. He stressed 
that none of them could be solved until we had 
made up our minds what kind of a world we 
desired to live in and what balance there should 
be between the principles of the world as an 
economic unit or as a series of fortuitous non- 
economic units, between congruity of aims in an 
international scheme and the joy and indepen- 
dence of running our own show, even at an 
economic cost. In view of the events of the last 
twenty years it is not surprising that the solution 
of these problems still seems to lie far ahead, yet 
if the accountants of the world continue to meet, 
as they did last year, on the common ground of. 
professional interests and friendship, there is hope 
that progress along the road towards the right 
answers may be made. | 


VALUATION FOR RATING BILL 


HE Valuation for Rating Bill, which we 

mentioned in a Weekly Note in our issue 

of May 16th, gave rise to a long and very 
interesting Second Reading debate on May 22nd 
which ranged over the whole field of local govern- 
ment finance, notwithstanding that the Bill itself 
is confined to the method of valuing private 
houses and private garages only, 

Mr Marres, the Parliamentary Secretary 
to the Ministry of Housing and Local Govern- 
ment, gave a number of examples to show that 
valuation under the Local Government Act, 1948, 
failed to secure the desired uniformity between 
comparable houses, a result which is not sur- 
prising when two entirely different methods are 
applied, one to pre-1919 houses and the other 
to houses built later. l 

The first clause of the Bill, which repeals the 
1948 legislation, is greatly to be welcomed. For 
the remainder of the Bill, however, enthusiasm is 
considerably modified. The pith of it is in Sec- 
tion 2 which provides that for the next and each 
subsequent revaluation the value of a dwelling 
house is to be based on the hypothetical rack-rent 


as at June 30th, 1939, on the assumption that 
the house existed then but in its present state, 
with its present amenities, and with the present 
density of building around it. 
This was summed up by Mr 6. R. MrrcHISON 
as 
‘a hypothetical tenant living in the midst of 
history, receding from us as time goes on, living 
on a hypothetical site, even with a hypothetical 


bus, and, best of all, living 1 in a completely. hypo- 
thetical free market.’ 


One weakness of the Bill which was seized on | 
but not very satisfactorily explained, was that 
it made no mention of the Rent Restriction 
Acts and their influence on decisions of what is a 
‘reasonable’ rent. Mr Marptes did say that these 
Acts would have to be taken into account, 
although it might seem that to do so would be 
against the existing case law on the subject. 

It is no secret that the Bill results from the 
representations of officials actually concerned in 
the carrying out of revaluation. That being so, 
it is perhaps not surprising that it is couched 
in a form so difficult for the layman to grasp. 
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performer. This prevents a bona fide amateur 
body from paying a conductor or a single musi- 
cian, although this is very common in practice. 
An amendment to avoid this discrimination was 
defeated, but by only four votes, and the 
CHANCELLOR promised to look into it again. 
Practically the whole of the remainder of the 
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two days was devoted to a more or less heated 
discussion of the relative merits of different 
sports. It arose on clause 6 which exempts 
cricket from entertainment duty altogether, 
whether played by amateurs or by professionals. 

The Committee stage will be continued on 
June roth and 11th. 


HOLIDAY LIST 


by P. E. SMART, LL.B. 


HE holiday list is complete. It has been a 

battlefield for several months, and there 

have been some hard-fought fights over 
it, but it is all over now save for the last-minute 
exchanges, the deals, the swaps. Indeed, the 
earlier holidays are already under way, and the 
senior staff, watching their juniors setting off for 
the most improbable places, think wistfully of 
their own youth, and wonder how the necessary 
finance can be arranged for the family visitation 
to Cornwall. 

The economics of holidays are a fascinating 
study, and most of us collect, by hearsay as well 
as from experience, a good deal of statistical data. 
The reduction one may hope for (not expect) 
for children, the train, fares, the comparative 
charges of The Metropole and Bella Vista, how 
much it costs to take the family to France, how 
much cheaper it is to go to Algeria — all this is 
the small talk of the summer and the autumn, in 
every walk of life. And almost always these 
holiday discussions have implicit in them a very 
real problem of cost. ‘We went abroad last year, 
and that'll have to do us for a year or two . . .; 
or "We went to Torquay last year, we'll have 
to make do without going away at all this 
summer.’ 

That is, it would appear, the ultimate sacrifice. 
It is interesting to consider what a vast change in 
our way of life has come about in the last fifty 
or sixty years: the holiday ‘away’, which is now 
а near-essential, was а rare thing for our grand- 
parents, First the upper middle class descended 
on the coasts; then, their clerks following, they 
went farther afield; and now, since the war, the 
holidays-with-pay movement has achieved almost 
complete success, and everyone ‘goes away’. 

The coast towns have been developed to meet 
the needs, but the seaside hosts are not as happy 
as one might expect, for they see their own prices 
rising so steeply as to threaten to kill the goose 
that lays their golden eggs. Not that the goose 
looks .sick a£ the morent — the hotel ‘keepers’ 


i 
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despondency of last spring had vanished by 
autumn. But the industry. has been expanded 
enormously by the post-war pressure of the ‘new’ 
holiday makers, and a depression would hit at 
least its fringes very hard; some nervousness is 
understandable. 

_ But a holiday in some : form or other the new 
Briton must have. Just as the middle classes have 
been taking it for granted since the twenties, 80 
the new generation of holidays-with-pay working 
classes-will soon forget its novelty. And now that 
the habits of the whole population have come 
together, we may wonder how long it will be 
before we follow the example of the United 
States, and organize our way of life to accom- 
modate the annual holiday a little more in- 
telligently. 

For the Englishman the English parent 
especially – when he reads of American holiday 
habits must feel envious. In the past month or 
two he has striven to square his own August 
holiday with the claims of other fathers among his 
colleagues, all of them in the confident expecta- 
tion that August will as usual be the worst month 
of the summer in which to be beside the sea. 
Some bold men face the wrath of the schools by 
taking their children away in June or July. But 
that is obviously not a good thing to do, and most 


of us patiently face the crowds and high prices 


of August and early September. 

Our seaside hosts, of course, would welcome a 
longer school holiday, or some system of stagger- 
ing. One day, inevitably, something will be done 
about it – апа by then we shall have no money 
at all. 

The final ironic turn of the screw for the 
indigent parent comes when he is expected to 
provide funds for his children to go to the 
Continent with their schools. Before the war we 
went ourselves; now we pay for the youngsters. 
But they still seem to enjoy the beach at Bourne- 
mouth, in due time — or is it to be зоо ог 
Blackpool, this year? > ` . 
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COMPANIES AND TAXATION 


ADVANTAGES AND DISADVANTAGES OF INCORPORATION 


by PROFESSOR L. C. B. GOWER 
Professor of Commercial Law, University of London 


HE London and District Society of Chartered 

Accountants held a meeting on April 14th, at 

The Institute of Chartered Accountants in 
England and Wales, to hear an address by Professor 
L. C. B. Gower on ‘Companies and taxation: ad- 
vantages and disadvantages of incorporation’. 

Mr Douglas A. Clarke, LL.B., F.c.A., chairman of 
the Society, introducing the speaker, said that he 
was Professor of Commercial Law at the University 
of London, editor of Pollock on Partnership, and one 
of the editors of the Modern Law Review. 

Professor Gower said: Mr Chairman, ladies and 
gentlemen: Let me first of all make it quite clear 
that I am not going to take up your time by talking 
about details of income-tax law, because you know 
more about that than I do. My object is a humbler 
one, It is a trite observation that in the past thirty or 
forty years more companies have been formed because 
of the hope of taxation advantages than for any 
other reason. I therefore thought that it might be 
useful to attempt to assess to what extent it is still 
advantageous to trade as a company rather than 
as an individual or a partnership. I have to confess 
that in the end the only result will be ‘it all depends’ 
- nothing more conclusive, I am afraid. 

I propose first to deal with income-tax and then 
to pass on to death duties. You will forgive me, І 
hope, if I start with elementary principles, and if 
throughout I have to indulge in generalities in order 
to cover the ground. 

As you know, English law since Salomen’s case 
in 1897 has been wedded to the idea that a company 
is a separate legal entity entirely distinct from its 
members and with distinct rights and liabilities, 
and that applies even in the case of what is known as 
the one-man company. 


Taxation of Companies 


In levying a tax on incomes of companies the 
legislature might have adopted any one or more of 
four methods. It might have treated a company in 
recisely the same way as a human being and sub- 
jected its income to the normal tax code. That 
would have been in strict accord with the recogni- 
tion of corporate personality but, if maintained 
too strictly, would cause difficulties once personal 
allowances were introduced, for a company cannot 
have a wife, children or dependant relatives, nor 
would it be reasonable to grant it age reliefs. 
Secondly, the legislature might have torn aside the 
veil of incorporation and treated the income of the 
company as the income of its members, notionally 
apportioning it amongst them. That would, however, 


have been unfair on the shareholders in cases where 
a large part of the company's income was not dis- 
tributed to them but ploughed back. 

Thirdly, it might have exempted the company from 
taxation and taxed the members on the actual dis- 
tributions received by them from the company. 

Fourthly, it might have imposed an entirely new 

pe of tax on companies. 

In fact the legislature has eventually adopted a 
combination of all four of these possibilities. So far 
as the basic income-tax is concerned, it has, in 
principle, accepted the first solution. Primarily, the 
company’s taxable income, determined on the same 
principles as in the case of an individual trader, is 
assessed, and tax at the standard rate is recovered from 
the company. But in relation to dividends paid by 
the company there is a slight variation because 
dividends (unless distributions of capital gains) are 
treated as the distribution of a taxed fund. To 
determine the recipient’s total income for tax pur- 
poses the dividend received by him is grossed up 
by the addition of tax at the standard rate. He is 
credited with payment at the standard rate and, if 
he is not liable to pay tax at the standard rate, he can 
claim repayment. 


Company Pays Tax as a Separate Taxpayer 
It has, however, been emphasized that these somewhat 
anomalous rules do not mean that the company pays 
tax as the agent of its shareholders, but that it pays 
its own tax as a separate taxpayer and, if no divi- 
dends are paid, the shareholders have no direct 
concern. They cannot, for example, claim repayment 
on the ground that the company has borne tax at 
the standard rate and that some of the members are 
liable only to a lower rate. It is not even accurate to 
say that the shareholders are credited with payment 
of the tax borne by the company, for the tax paid by 
the company may be less or more than the prevailing 
rate. All that one can say is that an arbitrary rule has 
been adopted whereby shareholders in a company 
resident in the United Kingdom are treated as if tax 
at the standard rate had already been paid on such 
dividends as they receive. 

That solution worked reasonably well until the 
introduction of super-tax, now sur-tax, imposed a 
opas additional levy on the higher-income groups. 

or some years now the total of income- and sur-tax 
has amounted to 19s 6d in the £ on incomes exceeding 
£20,000 per annum. It has today, I gather, been 
reduced to 19s. Obviously, if companies had been 
made liable to sur-tax, large public companies would 
have had very little left from which to pay dividends, 
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НИ if they had wished to establish. reserves, 
while the shareholders, who might be реорје in quite 
humble circumstances, would have had claims for 
large repayments of tax had the full rate been 
deducted from such dividends as were paid. 


Sur-tax Assessments 
Hence, so far as sur-tax is concerned, the third 
solution has been adopted. The company was ex- 
empted from liability but the members were assessed 
to sur-tax on their total incomes including the gross 
amounts of any dividends received. 

But it was speedily realized that if you merely 
taxed the recipients of dividends the door would be 
left open for abuse, since liability to sur-tax could be 
avoided, by not distributing profits in dividends but 
instead ploughing them back into the business. The 
members would get the benefit either by selling their 
shares or by a capital reduction or liquidation, when 
they would receive it as tax-free capital. That loop- 
hole was stopped up by the famous Section 21 of the 
Finance Act, 1922, which as subsequently amended 
is now represented. by Sections 245-264 of the 
Income Tax Act, 1952. These provide that if the 
Special Commissioners are satisfied that a company 
controlled by not more than five people has not 
distributed a reasonable amount of its profits, they 
may make a direction apportioning its profits among 
the members and assessing them to sur-tax 
accordingly, recovering the tax from the members, or, 
if they elect not to pay, from the company itself. 
In other words, so far as sur-tax is concerned, they 
have torn aside the veil of incorporation and the 
income of the company is treated as the income of 
the members. 

This extreme example of the rejection of the 
fiction of incorporation is, however, only available 
in the case of privately controlled companies. Not 
every private company, in the technical sense, is 
included nor is every public company excluded. The 
test is whether not more than five persons can directl 
or indirectly control the company and the definition 
of control for this purpose is a very elastic one. 
The normal public company with widespread mem- 
bership is excluded. 

Moreover (except in the case of investment trust 
companies) the sections only operate if the Special 
Commissioners are satisfied that a reasonable amount 
of the profits has not been distributed. They have to 
recognize that a company may well require to 
establish reserves to meet future contingencies or 
for capital replacements or expansion. Further, since 
the Second World War, companies have been en- 
couraged to plough back profits and urged not to 
increase their dividends, and the Commissioners 
must obviously pay some regard to this policy in 
determining whether a distribution is reasonable or 
not. 

'The result is that a publicly controlled company 
can freely, and a privately controlled company can 
within limite, build up reserves and thus increase 


| 
| 
| 


THE ACCOUNTANT 


645 


the capital value of the members’ holdings while 


minimizing their sur-tax liability. This is perhaps 


the main respect in which carrying on business 
through a company may be very much more beneficial 
from a tax viewpoint than trading as an individual 
or in partnership. Even although an unincorporated 
partnership is to some extent treated as a separate 
entity for tax purposes, this is intended merely as a 
rule of convenience, and should result in each partner 
being ultimately charged with income-tax and sur- 
tax on his share of trading profits. Although, in fact, 
there are possibilities of both hardship and tax 
evasion, partners cannot, any more than sole traders, 
avoid sur-tax liability on profits by failing to dis- 
tribute them. By converting into a company they 
may be in a much more favourable position. 


Special Taxes on Incorporated Companies 
'The favoured position of companies in this respect 
is perhaps the justification for resort to the fourth 
possibility, the imposition of special taxes on in- 
corporated companies. The war-time taxes, excess 
rofits tax and national defence contribution, have 
in more recent years been retained solely as taxes 
on incorporated companies. Neither now applies to 
individuals or partnerships. 

As a result of those two taxes, nearly 75 per cent 
of the profits of a company may disap in taxation: 
We have heard today that excess profits levy is going 
to disappear on January 1st next and that will reduce 
that figure somewhat – to about 67 per cent - but 
even so that is a lot higher than the 45 per cent which 
a normal individual would pay. When one realizes 
that the dividend which the shareholders receive is 
only regarded as franked to the extent of the standard 
rate of tax, it will be obvious how heavily companies 
are taxed in comparison with other forms of enter- 
prise. It has been pointed out that the sudden imposi- 
tion of these additional semi-permanent taxes on 
companies operates particularly unfairly because it is 
& kind of capital levy on the ordinary shareholders. 

However, these additional taxes are only charged 
on companies with substantial net profits and only 
after revenue expenses, including directors' re- 
muneration and debenture interest, have been 
deducted. There are certainly limits to the amount 
which may be deducted by way of directors' re- 
muneration in the case of director-controlled 
companies and there are, also, some rules whereby 
debenture interest cannot be deducted for profits tax 
purposes if the debenture is in favour of a non- 
service director of a director-controlled company, 
nor for either excess profits levy or profits tax if it 
is merely in respect of borrowings within a grou B. 
inter-connected companies, but, by dint of 
out as much as possible in the form of dicte 
remuneration and by maintaining and increasing a 
high gearing of loan capital the smaller private 
companies can keep pretty clear of excess profits 
levy and profits tax. 

The public and the larger private companies, 
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however, are very worried indeed because the levy 
resulting from these taxes is not only heavy but 
quite fantastically complicated. It is, therefore, not 
surprising that there are powerful schools of thought 
which favour the removal of companies from the 
normal tax code and the introduction of a special 
graded tax which would supersede the normal 
taxes. The principal, but certainly not an insuperable, 
difficulty seems to be to couple this with the retention 
of the system of deduction at source from dividends 
which is so popular with the Revenue. 


Deduction of Expenses 


Those are, I think, the main factors, but I must 
mention one or two of the other advantages which 
in practice come from incorporated trading. Although 
in theory a company’s taxable trading profits are 
assessed on the same principles as those applicable in 
an individual trader, I think we all know that in 
practice it is possible by trading as a company to 
set-off expenses which would not otherwise be 
allowed. For example, sums expended for personal 
maintenance or for domestic or private purposes are 
obviously not allowable as a business expense, but a 
company, a8 an artificial person, needs no personal 
maintenance and has no domestic expenses. Hence 
the expenses of maintaining its houses, motor-cars 
and the like are prima facie deductible as an expense 
of the business even although the controlling share- 
holder or director may reside in the house with his 
family or use a car for private purposes at week-ends. 
Tax avoidance in this way is severely limited and the 
Income Тах Act aims at making the resulting benefits 
taxable in the hands of the recipients, but even so 
there is little doubt that it is still easier to have 
payments or other benefits allowed as expenses 
when they are made or provided by another person 
-the company than when an individual trader 
claims them as deductions from his own receipts. 
it is significant that the vast majority of cars are 
today registered in the names of companies and that 
most club subscriptions are paid by companies. 


Provisions for Pensions and Retirement 
Benefits 
Of particular importance in this connection are 
provisions for pensions and other retirement benefits. 


If an individual wishes to provide for his retirement, 


the most effective method is through an insurance 
policy, but, just as high rates of income-tax and sur- 
tax make it virtually impossible directly to accumulate 
savings, so they make it difficult to pay premiums of 
an amount sufficient to secure an adequate endow- 
ment or deferred annuity for the premiums will not 
be allowed as a deduction against taxable income 
though a small life assurance relief is obtainable. 
If, however, the premiums are paid by the indi- 
vidual's employer under a pension scheme, the 
payments will normally be deductible from the 
employers' income before this is assessed to tax. 
. There are, therefore, obviously advantages in being 
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employed by another rather than self-employed, 
and what more suitable employer than one's own 
company? NS : 

Here again, however, the legislature has inter- 
vened. Sections 386-391 lay down the general 
principle that the premiums paid by the company 
will be deemed to be the taxable income of the 
assured, but to this general principle there are excep- 
tions, the most important of which is the approved 
pensions scheme. This requires the specific approval 
of the Revenue but may provide for generous benefits 
to working directors. It may be that when the Tucker 
Committee issues its report these advantages will be 
extended to the self-employed. In the meantime, it 
is still true, that it is much easier to provide through 
the medium of a company for retirement than it is 
for an individual, and this is an increasingly important 
motive for incorporation. 


Commencement and. Cessation · 
Again, the separate personality of the company 
may be employed to good advantage where it is 
desired to start а new business. Past losses of a 
business can in certain circumstances be offset 
against profits of later years. If, therefore, those who 
desire to start a new business acquire the share 
capital of an existing company with large accumulated 
losses, they may be able to set off these losses against 
the profits which they make in future years. The 
business may be new so far as the shareholders are 
concerned but old so far as concerns the company, 
which is the true proprietor of the business. 

Similarly, operating through a company makes it 
much easier to take advantage of the provisions 
relating to assessments on cessation and commence- 
ment of business. In the final trading year a business 
is taxed on its actual profits for the portion of the 
year and not on the profits for the previous year. 
If, therefore, profits are falling, it may be highly 
beneficial to transfer the business from one company 
to another, thus causing the penultimate year of 
high profits to drop out of the assessment. Similarly 
the acquiring company will be assessed for its first 
year on its actual profits for that year, and for the 
second and third years may elect whether to be 
assessed on its actual profits for each of those years 
or on the previous year’s profits. This also may prove 
advantageous. Something on the same lines can, of 
course, be done if you are trading in the form of a 
partnership, but, in the case of a partnership there 
has to be a change in the constitution. The beauty of 
doing it УРА a company is that the beneficial 
interests of everybody may remain the same. 

But the separate personality of a company may 
prove a boomerang. It has to be remembered that 
losses on one business can generally only be offset 
against the profits of another if the proprietors are 
identical. Generally speaking, the losses of one com- 
pany cannot be deducted from the profits of another 
notwithstanding that the shareholders are the same, 
nor can the losses of the company be set-off against 
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the personal incomes of the members. Hence a 
business man who finds that the benefits in kind 
derived from ‘gentleman-farming’ more than com- 
pensate for the farming losses when these can be 
minimized by set-off against his other income for 
sur-tax purposes, will be ill-advised to practise his 
hobby in the form of a company because he will not 
be able. to offset the losses of the company against 
his other income. 
Charities 


Most of the other possible uses of a company’s 
separate personality b or tax avoidance now seem to 
have been effectively destroyed. Formerly, foreign 
companies were used for that purpose, but it is not 
so easy now. Good use can, however, still be made 
of companies generally limited by guarantee – 
formed for purely charitable. objects.- Charities, 
whether incorporated or not, are exempt from 
taxation. This appears to be reasonable, but one 
has to realize that there are many activities which 
can be carried on either through a charity or for 
private profit. Examples are schools, theatres, opera 
houses, concert halls and art galleries. If the pro- 
prietors of such concerns pocket the proceeds, 
there may be precious little in the way of proceeds 
left to pocket. If, however, they form a guarantee 
company with its objects strictly limited to those 
regarded as charitable, e.g. the promotion of 
education, and prohibit distribution of profit to 
the members, the company will be exempt from 
taxation. 

It is true that the members will be precluded from 
any direct share in the returns, but thers a is nothing 
to prevent them from being employed by the company 
on a profitable service agreement, nor is there any- 
thing to prevent their selling an established school 
or similar establishment to the company for a large 
sum left on mortgage. Theoretically the company 


will be subject to an ill-defined measure of control ` 


by the Ministry of Education, if an educational 
charity, or by the Charity Commissioners, but this is 
largely ignored in practice. What is more, they will 
be able to retain de facto control and the perpetuation 
of their names and reputations. 

In America similar reasons have led to an immense 
number of incorporated charitable foundations. 
According to a recent report there are now some 
32,500 tax-exempt foundations in the United States 
with gross endowments of about $7,000 million. 
In this country that development not been 
reached but the seed has been sown. In the mean- 
time the private school and the theatre are more 
and more resorting to the charitable company in 
an attempt to avoid extermination or State control. 


Summary of Tax Advantages 
To sum up, I think it is true that corporate 
ality still confers substantial tax advantages, though 
these are di and are offset by some dis- 
advantages. Whenever the separate entity of a 
, corporation has been too blatantly abused, the 
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legislature has ruthlessly torn aside the veil of 
incorporation. The result is most inelegant and the 
details are so POM as to be incomprehensible 
except to an ex 

It is not.possible Pa ve any general answer to the 
азан whether on balance, corporate trading is 

eous or detrimental from the income-tax 
ee t depends on the facts of each case and even 
in each case must be largely a matter of guess work, 
based on the expected future profits of the company 
and the other taxable income of the members. A 
company making large profits necessarily- bears in 
income-tax, excess profits levy and profits tax a 
considerably higher rate of duty than the standard 
rate of income-tax payable by individual traders. 
On the other hand, it may still be considerably less 
than the individuals’ total liability after pa sur- 
tax, but, of course, sur-tax will мина ђе 
pervs by the members if the profits are distributed 
y way of dividends and then the members will be 
worse off rather than better unless the company 
maintains a fairly regular distribution over several 
years porwithstanding highly fluctuating earnings 
which, if not evened out, would entail prohibitive 
sur-tax in certain years. 

In the case of most private companies, which are 
controlled by not more than five persons, the mem- 
bers run the further risk of having to bear sur-tax 
even if the distribution is not made, and then, qua 
members, they are necessarily worse off though 
some of them in their capacity of managers may 
succeed in offsetting this, by the greater latitude in 

te of expenses, retirement schemes and benefits 

wever, profits can be ploughed back 
sichaut ibi to a sur-tax direction and the 
benefits subsequently realized by the members in 
the form of capital, the members may still gain 
notwithstanding excess profits levy and profits tax. 

The difficulty here is that a sur-tax-direction may 
prevent this in the case of a privately controlled 
company and that, in the case of public companies, 
in practice the quoted price of the shares does not 
rise in proportion to an increase of net assets but 
depends more on yield. Hence it is only on a winding- 
up that the members will receive the full benefit of 
the profits and the controlling management are un- 
likely to favour a winding-up, at any rate so long as 
the company continues to retain reserves. This is 
but one of the many respects in which taxation may 
lead -to conflicts between various interests in the 
company. Another is, of course, the conflict between 
the smaller investors wishing for as large dividends 
as possible and those in the upper income brackets, 
probably including those in control, who prefer 
profits to be ploughed back. 

Speaking generally, I think one can say that the 
present tax code still encourages the formation of 
private companies if the profits are likely to be so 
small as to keep them out of the range of excess 
pos levy and profits tax, but that it is gradually 
orcing the larger private companies either to re- 
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convert into partnerships ог to float themselves off 
to the public, so as to avoid sur-tax directions for 
the future and to cash in on any capital gains made in 
the past. This tendency is encouraged by the death 
duty legislation. Whether in fact the days of the large 
private company are numbered probably depends 
mainly on the severity with which the Special 
Commissioners exercise their powers to make a sur- 
tax · direction; already the once-popular private 
investment trust company seems ae be at its last 
m Death Duties 

Now I turn to death duties. An artificial person cannot 
die and, although it can be wound up, this has never 
been treated as equivalent to death for revenue 
purposes. Prima facie therefore, a company is 
completely exempt from death duties, which con- 
cern only its human members and their property. 
It is only when the company has no share capital 
that the vesting of property in it should result in the 
avoidance of death duties and to meet that danger 
the legislature imposed a duty of 5 per cent- 
commonly called ‘corporation duty'- on the net 
annual value of property held by non-trading 
associations whether incorporated or unincorporated. 
These provisions are, however, subject to so many 
exemptions that in practice the tax is uniinportant. 


On the death of a shareholder, estate duty will be ' 


payable on his property, including his shares, and 
the general principle is that property should be 
valued for duty purposes at the price which it would 
fetch if sold in the open market at the date of death. 
In the case of the securities of a public company 

quoted on a stock exchange the quoted price at the 
date of death will therefore govern. 

If, however, the shares are not quoted, the value 
will have to be estimated in another way and the 
authorities will normally call for the company’s 
accounts and estimate what a willing purchaser 
would be likely to give having regard to the pros- 
perity of the company and the rights conferred by the 
securities. Since, therefore, the amount of duty payable 
depends on the value of the securities as at the date 
of death, the ingenuity of parties and their advisers 
has been directed towards evolving methods whereby 
interests in companies can be retained during life 
without the holding of securities of any value at death. 

In the case of private companies, restrictions on 
the right to transfer shares are essential and these 
obviously diminish their market value. For a time 
it was thought that it might be possible virtually to 
destroy liability to death duties by giving the other 
members of the company rights of pre-emption at 
an arbitrary and low price, but the efficacy of this 
device was reduced when the House of Lords held 
in 1936, in the Crossman case, that such shares 
had to be valued on the assumption that a notional 
buyer in the open market would be put on the register 
despite the restrictions, but that he would then hold 
the shares subject to the same conditions. Hence 
additional devices had to be sought. 
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A simple method was to transfer assets to a 
company in consideration of an allotment of shares 
which would be promptly settled on the founder’s 
children, the founder retaining merely a governing 
directorship for life at a salary which would absorb 
the whole income. Or he might retain shares carrying 
special dividend or voting rights during his life only. 
Under more complicated arrangements the founder 
would take out income disguised as capital, through 
the medium of redeemable debentures, and several 
inter-related companies might be formed to obscure . 


' the true effect of the transaction. 


Sections 46 and 55 of the Finance Act, 1940 


"These attempts have been countered by the legislature 
in two ways, both involving a rift in the veil of 
incorporation. The statutory provisions only apply 
where the companies involved are privately con- 
trolled, the test for this purpose being that adopted, 
in connection with the sur-tax provisions, by Section 
21 of the Finance Act, 1922 (now Income Tax Act, 
Section 245—264), but with a slight extension. They 
have been judicialy described as 'of unrivalled 
complexity and difficulty and couched in language 
so tortuous and obscure that I am tempted to reject 
them as meaningless’. I can only indicate their 
general intention. 

In the first place, by Section 55 of the Finance Act, 
1940, where at any time within five years preceding 
his death, the deceased had control of the company 
either through voting or otherwise, or was beneficially 
entitled to more than half the company's securities 
or dividends, valuation of his holdings is no longer 
to be on the basis of their market value but on a 
valuation of the company's assets and apportionment 
amongst the share and debenture holders. 

Тће result of this section, in the case of the com- 
panies to which it applies, is finally to destroy the 
efficacy of restraints on transferability as a means of 
minimizing the value of holdings. Let us assume that 
the deceased held го,ооо out of a total of 30,000 
shares of Хт each in a family company of which he 
was the governing director, and let us suppose that 
the net assets of the company were worth £90,000 
at the date of his death, but that the articles provided 
that the shares shall be offered to the other members 
at par. Ás a result of the ruling in the Crossman 
case, the personal representatives could not contend 
that the shares should be valued for death duty 
purposes only at par. Тћеу would have to be 
assessed at the figure which a hypothetical purchaser 
would pay on the assumption that the shares could 
be transferred to him but that he would then hold 
them subject to the like restraint. This figure is 
obviously more than par but, equally obviously, 
is considerably less than the break-up value of the 
company's assets. Now, as a result of Section 55, 
it is the assets value which must be adopted; the 
deceased's holdings will be deemed to be worth 
one-third of the net assets, ie. £30,000 or three 
times the nominal value. 
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This, however, would not have met the situation in 
which the deceased is left with only a small fraction, 
if any, of the company’s securities but has received 
disproportionate benefits during his lifetime. 

Hence, it has secondly been provided that if the 
company derived any of its property directly’ or 
indirectly from the deceased, the latter can be assessed 
for duties on the proportion of the company’s assets 
which the value of the benefits receivable by him in 
the five years preceding his death bears to the total 
income of the company in those years, and the duties 
are recoverable from the company itself — not merely 
from the estate of the deceased. These provisions 
will be applied when the benefits received by the 
deceased are not fully reflected in the shares or 
debentures passing on his death. 

The joint effect of these two sets of provisions is 
that duties will be payable either on the value of the 
deceased’s holdings, assessed under Section 55 on 
the apportioned value of the company’s assets, or on 
the basis of benefits received, whichever is the greater. 


If the company is not floated off to the public, it is 


best to ensure that the proprietor is totally and 
irrevocably excluded from all benefits for at least 
five years prior to his death. In practice this can 
be accomplished least painfully by a settlement of 
his shares on discretionary trusts for a wide class 
of beneficiaries or on trust for infants contingently, 
thus obviating any possibility of anyone becoming 
absolutely entitled to his shares during his life and 
ousting him from de facto control of the business. 

It is interesting to mention ancillary provisions 
contained in the same Finance Act. The Finance 
Act, 1894, exempted from estate duty certain trans- 
actions which might otherwise be regarded as a 
‘passing of property’. It is provided that where a 
privately controlled company is concerned, the appli- 
cation of the exemptions shall be tested on the 
assumption that the company held its property on 
trust for its members. A similar provision now 
applies to gifts inter vivos to relatives. In other words, 
revenue law insists on an assumption being made 
which Salomon’s case expressly declared to be false. 
The separate existence of the company is disregarded 
and it is treated as an alias, agent, trustee or nominee 
for the members. No one knows quite what the 
effect is. 

The Present Position 

It will therefore be appreciated that the value of 
companies for purposes of death duty avoidance has 
been largely destroyed. Schemes for evasion are 
normally combined with attempts to minimize sur- 
tax but it is no longer possible as it was in the good 
(or bad) old days easily to reduce liability to taxes 
both on income during life and on capital at death. 
It may be possible by combining the formation of 
companies with elaborate capital structures with 
family settlements to reduce liabilities to one form 
of tax, but all too often this will prove to be at the 
expense of increasing the burden of the other. 

Even with a successful scheme, the triumph is likely 
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to be short-lived, for the legislature stops the gaps in 
its defences so soon as these have become apparent 
and sometimes with retrospective effect. 

.Almost the only safe method left of avoiding the 
crippling effect of death duties on a private business 
is to convert it into a public company and ‘float it 
off’ to the public by an issue of quoted securities. 
This shifts the burden from the business, but, of 
course, it does not reduce the estate duty payable; 
the purchase price, being capital, will not be subject 
to income-tax or sur-tax in the hands of the seller, 
but, unless he gives it away, it will be property 
passing on his death and accordingly subject to estate 
duty, and, even if he gives it away, to his family or 
elsewhere, he must survive for five years (or one year 
if he gives it to charity), if the liability is to be avoided. 

There may, however, still be certain advantages in 
employing companies as a means of evading the five- 
year rule. The gift, on which duties will be payable 
if the donor fails to survive for this period, is to be 
valued not at the date of donation but at the date of 
death. Suppose, therefore, that the donor gives 
his children a company's fr shares worth, at the 
date of gift, £2 each, and suppose that the company 
later, but before his death, makes a bonus issue of 
one new {1 share for each existing share, the value 
of each share will then be reduced to approximately 
£1 and the value of the gift (i.e. the original shares) 
will be halved. It seems that duty can only be claimed 
on the diminished value. Or again, suppose A. and 
his family own all the shares in an unlimited com- 
pany. Such a company, in contrast with a limited one, 
can reduce its capital ‘in any way’ without application 
to the Court. Suppose therefore that its capital is 
reduced by cancellation of A.’s shares; the other 
members of his family will then be entitled to the 
whole of the undertaking and A. will, in effect, have 
made a gift to them. But it is not clear that this could 
be regarded as a gift inter vivos for death duty 
purposes. 

Incorporation may, however, also have a boomerang 
effect in connection with death duties. For example, 
if a farmer converts his business into a company, 
the benefit of the reduced rate of estate duty payable 
in respect of agricultural property will not be available 
on his death. This follows inevitably from the fact 
that the agricultural property is owned by the 
company and does not pass on the deceased’s death, 
whereas the property which does pass on the 
deceased's death – the shares іп the company – із 
not agricultural land. 'T'he only case in which he will 
retain the benefit of the agricultural relief will be if 
it is a case falling under Section 46 of the Finance 
Act, 1940, because under that section the assets of 
the company are deemed to pass on death. 


Death Duty Position Summed Up 


The death duty position may be summed up by 
saying that companies today confer few direct 
advantages as a means of diminishing liability. They 
are, however, invaluable as a method of enabling a 
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privately owned business to survive, notwithstanding 
the burden of death duties. If it continues under 

rivate control — whether incorporated or not — the 
panne is liable to be crippled because the personal 
representatives of a deceased proprietor may be 
unable to raise sufficient money to pay the duties 
without resort to the assets of the business. If, how- 
ever, it is converted into a public company the shares 
should be readily realizable on the stock exchange 
thus enabling money to be raised to pay the duties 
without resort to the assets of the business. 

The only danger is that there may be a substantial 
fall in the value of the securities between the date of 
death, when they are valued for duty purposes, and 
the date of probate when, for the first time, the shares 
will be realizable by the executors. If the fall can be 
shown to be due to the death, allowance will be 
made for this, but not otherwise. It may therefore 
happen, if the estate is all in shares worth, say, {1 
million at death, that the executors will never receive 
sufficient to enable them to pay the duties. In practice 
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the Revenue does not seek to make the executors 
liable for more than they have actually received, but 
there may undoubtedly be hardship so far as the 
beneficiaries are concerned since, although in theory 
the rate of duty cannot rise above 80 per cent, the 
whole estate may in fact be taken. But at least the 
company itself remains intact; the Revenue cannot 
attack its assets as it could in the case of a firm, 
or, in certain circumstances, a privately controlled 
company. 

That concludes my brief survey of this rather 
dreary subject. Ав I said at the commencement, it is 
almost completely inconclusive, and I am afraid that 
I have not been able to tell you anything which you 
did not know already, though I may have put it in a 
rather different form. In any case I thank you very 
much for listening to me with such well-concealed 
impatience. (Laughter and applause.) 

After the lecturer had replied to questions, the 
proceedings terminated with a cordial vote of thanks 
to him. 


WEEKLY NOTES 


Тће Iron and Steel Act, 1953 
The Iron and Steel Act, 1953, has now received the 
Royal Assent, so- the denationalization. of the steel 
industry can go forward. The Iron and Steel Board, 
provided for by Section 2, has been appointed. 

So far, three full-time members have been 
appointed to the board. These are Sir Archibald 
Forbes, c.a., the independent chairman; Sir Lincoln 
Evans, the vice-chairman; and Mr Robert Shone. 
The eight part-time members are Sir Andrew 
McCance, Mr Neville Rollason, Мг James Owen, 
Mr A. Naesmith, Mr James Shaw, Mr Charles 
Connell, Sir Percy Lister, and Mr George Beharell. 
These eight thus include two steel manufacturers, 
two trade unionists, and four iron and steel users or 
independents. : 

'The salaries provided for by the Act are: chair- 
man {£7,500 a year, whole-time members 45,000, 
and part-time members £1,000. The Act includes 
provision for the audit of the accounts both of the 
[ron and Steel Board and of the Iron and Steel 
Holding and Realization Agency, a matter which was 
the subject of a weekly note in our issue of February 
28th last. Auditors are to be appointed annually, by 
the Board itself for the Board, and by the Treasury 
for the Agency. 


Road Haulage Disposal Board 

The Road Haulage Disposal Board, provided for by 
the Transport Act, 1953, which we referred to in a 
leading article in our issue of May 16th last, has now 
been appointed. The chairman is Sir Malcolm 
Trustram Eve, Bt., G.B.E., M.C., T.D., Q.C. He and the 
vice-chairman are to be paid a salary of £3,000 a year 
each; two other members receive {500 a year each 
and the remaining two are unpaid. 


Bank Charges— 

Our readers will be interested in the remarks of Mr 
A. H. Ensor, in the course of his recent presidential 
address to The Institute of Bankers, on bank charges 
and bank loans. This is a subject that regularly arises 
in our correspondence columns, and readers will 
welcome the opportunity of reading the authoritative 
point of view presented by the chief general manager 
of Lloyds Bank Ltd. 

The President said that in the last presidential 
address reference had been made to 'letters of 
criticism which appear in the Press from time to time' 
in regard to commission charges imposed by the 
banks for the conduct of banking accounts and for 
services rendered. He continued: 

*My only reason for commenting upon the subject 
on this occasion is that the criticism of such сћа 
has since been linked by some people to the moderate 
increased profits which the banks showed at the end 
of last year, with suggestions that such additional 
earnings should be applied in the amelioration of 
bank charges. It should suffice for me to say that 
such arguments are far removed from reality when 
it is realized that the total increases in the published 
profits of the clearing banks would amount to no 
more than a few pence per account. 

‘It seems desirable to mention these facts so that 
such matters may be considered in their true 
perspective.’ 

—and Bank Loans 
Referring to the development of banking technique, 
Mr Ensor said that in some respects British banking 
technique had not developed on the same lines as in 
other countries. 

"The specialized type of personal loan, covering 
instalment buying of houses, motor-cars and house- 
hold effects, etc., which is very popular in the United 
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States of America and is extensively advertised by a 
number of American banks, has always been dis- 
couraged by the banks in this country. It is con- 
sidered more appropriate for building societies, hire- 
purchase finance companies and such specialized 
organizations to undertake that type of instalment 
finance, for which they are well equipped. 

‘Furthermore, we have not yet, I hope, entirely 
departed from the old but wise basic banking principle 
that all loans and overdrafts are repayable on 
demand. . 

There is a school of thought, he continued, which 

urges that the banks should provide capital for 

industry for the purpose of modernizing factories and 
renewing plant, ‘but, he went on, 
‘I have no doubt that, in spite of being tempted from 
time to time, bankers will refrain from entering into 
& field of finance which is outside the scope of their 
business. 

‘I do not believe that it would be in the interests 
either of the country, or of the banks themselves, to 
follow a definite policy of entering into competition 
for long-term lending repayable by instalments over 
a period of years. 

"The strength of British banking today is attri- 
butable to the maintenance of those banking 
principles expounded by our forbears, who had 
learned their banking often by bitter experience. We 
might well, and do, encounter similar unhappy 
experiences if we seriously depart from accepted 
banking principles. 

Mr Ensor was re-elected President for the ensuing 
year. 


Effect of War on Current Account 


The effect of the outbreak of war on a credit on 

current account at a bank was considered on May 21st 

by the Court of Appeal in the Arab Bank case 

(Arab Bank Ltd o. Barclays Bank (Dominion, Colonial 

and Overseas) Lid), the plaintiffs appeal being 
dismissed. 


Under the Trading with the Enemy Act, 1939, 
payment to an enemy of money in a current account 
was, prohibited, and any balance was payable to the 
Custodian of Enemy Property. Similar legislation 
was enacted in Palestine and Israel. In the Arab Bank 
case, however, it was sought to make the bank liable, 
notwithstanding, in such circumstances. The argu- 
ment advanced in substance was that the outbreak of 
war completely discharged the contract between the 
bank and the customer and did not merely suspend 
it. The debt was Pd rudis but in its place, under 
the doctrine that a debtor was not to Бе permitted 
to be unjustly enriched where a contract was frus- 
trated, a new and independent obligation arose to 


pay. In other words, in lieu of the localized obliga-. 


tion of the bank to pay on demand at its branch, 
there arose a new general obligation on the bank to 
pay, irrespectively of any demand. Such an argument 
is in any event open to the criticism that, in that case, 
the position would not be altered at all, for the enemy 
could still be paid, and trading with the enemy would 
still result. 

While a debt is not due by a banker to his customer 
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in respect of money in a current account until demand 
is made, yet the necessity of making a demand is 
merely a superadded obligation to the underlying: 
relationship of creditor and debtor between the 
parties. The outbreak of war in the view of the Court 
of Appeal di the contract, together with the 
obligation to make a demand, but the underlyirig 
relationship of creditor and debtor still remained. 
The right to payment was suspended and under the 
Trading with the Enemy legislation the amount in 
the account was duly collected by the Custodian, and: 
the bank was thereby discharged from its liability to 
the customer. 


Select Committee on Monopolies Commission 
The Select Committee on Estimates has published its 
views on the operation of the Monopolies and 
Restrictive Practices Commission. Its main criticism 
is that the length of time taken to complete investi- 
gations once an industry comes under the Com- 
mission's scrutiny is deleterious to the industry. 
concerned. 

In order to speed up procedure and reduce the time 
during which firms have to undergo the ordeal of 
having their affairs sub judice, the Committee makes 
five recommendations. The first one is that there 
should be at least one full-time member of the 
Commission with wide experience of industry. At 
present the chairman and the other full-time member 
have only Civil Service rience. Secondly, the 
Commission should consider whether the employ- 
ment of a firm of accountants from outside to help 
in tbe investigations (this has been done only once so 
far) could not be extended with advantage. The 


possibility of employing other professional industrial 


advisers for certain inquiries is put up as a third 
suggestion. Fourthly, there should be some way of 
checking that voluntary undertakings by industries 

to make certain changes are in fact carried out. The 
fifth recommendation concerns this question of 
cutting down the time taken to investigate. 

In his evidence to the Committee, the chairman of 
the Commiasion, Sir Archibald Carter, inclined to the 
view that speed could be increased by allowing the 
Commission to work in sections and letting each of 
these take responsibility for a report. He preferred 
this to an increase in staff or in the full-time member- 
ship of the Commission. He thought that this last 
would increase the professional flavour of a body 
which should take a wide, general view and there 
will be many who will agree with this opinion. Pro- 
fessional expertise could be recruited on an ad hoc 
basis under the second and third recommendations 
made by the Select Committee. 


Building Societies in 1952 


The report of the Chief Registrar of Friendly 
Societies, Part У, for 1952, was published last week.’ 
Part V deals with building societies and is the first 
of its kind issued since 1938. It is interesting to note 
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in passing that between 1938 and 1952 the aggregate 
assets of the movement increased from [710 million 
to £1,470 million. 

Much of this report is of a summarizing nature and 
makes an effort to bridge the gap since the last report 
was published fourteen years ago. Under the heading 
of disputes referred to the Registrar, it points out 
that ‘Reports of Selected Disputes referred to the 


Registrar of Friendly Societies’, published by Н.М. 


Stationery Office in 1950, dealt with disputes up to 

that date. Since then the dispute between Futcher 
and Portman Building Society has been heard and 
an award made. Some details are given in the report. 

There are sections dealing with offences and 
legislation, while a further section deals with two law 
cases. In Reliance Permanent Building Society v. 
Harwood Stamper, Vaisey, J., found for the society 
on an issue of a building society’s obligations in the 
exercise of a power of sale. In Payne and Another 9. 
Cole, Danckwerts, J., held that a building society in 
dissolution need not hold annual meetings under the 
Building Societies Acts, 1874 and 1894, once 
dissolution has begun. 

Another section deals with investigations made under 
the Prevention of Fraud (Investments) Act, 1939, 
Section I. A memorandum sent out in 1948 on 
changes in annual accounts and statements is also 
get out. | 

An interesting statistics section is also given. This 
includes information on average amounts advanced, 
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liquidity ratios, ratios of management expenses, 
graphs of the distribution of liabilities and assets and 
a general summary of the movement’s ‘balance sheet 
position’. | 


Better Retail Trade Figures 


There were special factors at work to help raise 
retail sales in March this year- such as an early 
Easter and the return of the Budget to its traditional 
month – but even when account is taken of these, 
there was a notable improvement compared with a 
year ago. Excluding the value of food purchases 
which have stayed remarkably steady for a long 
period, sales improved by over 10 per cent according 
to the official returns now available. 

The better performance was concentrated on the 
clothing industries, excluding’ dress materials and 
footwear. There was no resilience to note in radio 
and electrical goods. But within the clothing group, 
sales were up by as much as 25 per cent compared 
with 14 per cent in the same period a year ago. 'T'here 
are however indications that the Budget changes in 
purchase tax had a somewhat unsettling effect on 
turnover. For instance, sales of furniture were 
higher while furnishings were lower—a contrast 
which may be explained by a combination of adjust- 
ment of buying habits by the consuming public and 
of lower prices in certain fabric ranges. It would 
appear, too, that the higher furniture sales were 
concentrated on the multiple shops. 


REVIEWS 


Cost Accountancy in Agriculture 


by L. W. Bolton, A.C.W.A., A.C.I.S. 


(Gee & Co (Publishers) Ltd, London. 17s 6d net; 
18s post free) 


This work makes a timely appearance when the 
economics of agriculture are very much under the 
twin spotlights of public opinion and official in- 
vestigation. 

Without some reliable data as to the true costs of 
farming, there is bound to be much misinformed 
comment which can only be harmful to what is one 
of our most important industries. The author 
vigorously sets about the task of outlining the prin- 
ciples of cost accountancy in a form which can be 
applied to the infinite variety of individual under- 
takings which go to make up the industry as a whole. 
He rightly explains in his preface that the time has 
come when the farmer must of necessity advance his 
accountancy technique from the stage of merely 
satisfying the Inland Revenue to the much more 
useful objective of directing his practical efforts 
along the soundest economic paths. He also demon- 
strates how different are the agricultural require- 
ments from those of the costing systems applied to 
manufacturing and distribution. 

‘The reader 1s given a description in logical sequence 


of the basis of costing for the various agricultural 
proceases, culminating in the reconciliation with the 
normal financial accounts and a brief reference to 
the application of the costings. The sequence is 
accompanied by a specimen set of records in an 
appendix. The author wisely does not attempt to 
deal with specialist enterprises but confines his study 
to general mixed farming. What he has to say is 
prepared for the farmer and for the accountant with 
an agricultural practice, since the book assumes a 
basic knowledge of the industry and does not 
obscure its object with unnecessary technical descrip- 
tion. 

As he is dealing with a subject which has only in 
recent years be to find favour with the larger 
farming enterprises, it is understandable that the 
author treats it in a way which may perhaps be less 


„attractive to the small farmers ~ who are very much 


in the majority and who in most cases employ по 
clerical labour outside’ their own family. if farm 
costing is to become an effective tonic for the industry 
as a whole, it must embrace the small as well as the 
large units. In later editions, therefore, it may be 
considered desirable to lay greater emphasis on the 
benefits to be derived from costings and the method 
of applying their results, accompanied by an abridged 
specimen of records applicable to the smaller unit. 
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Spicer and Pegler’s Book-keeping and 
Accounts | 
Thirteenth Edition 
by W. W. Bigg, Е.С.А., F.S.A.A., 
H. A. R. J. Wilson, F.C.A., F.S.A.A., and 
A. E. Langton, LL.B.(Lond.), F.C.A., F.S.A.A. 


(H.F.L. (Publishers) Ltd, London. 355 net) 


The latest edition of this standard work on ‘the 
higher functions of accountancy’ contains an entirely 
new chapter on mechanized accounting. This replaces 
the chapter on cost accounts which has been discarded 
because it was considered that costing technique had 
developed so much in recent years that adequate 
treatment of it in a general text-book on book-keeping 
was not practicable. A separate chapter on the 
accounts of holding companies has been inserted, 
explaining the technique of preparing group accounts 
in such a way as to enable the student with no previous 
knowledge quickly to put theory into practice. 


General Financial Knowledge 
by E. Miles Taylor, F.C.A., F.S.A.A., and 
Charles L. Lawton, M.Sc.(Econ.), (Lond.), 
А.С.А. 


Fifth Edition by Е. Miles Taylor, F.C.A., 
F.S.A.A., and А.Н. Coles, A.C.1.S. 


(Textbooks Ltd, London, 20s net) 


The present edition of this book can be recommended 
with confidence both to the student and to the 
inquiring layman who wishes to extend his knowledge 
of affairs. 

The student will find that it provides most useful 
reading as a preliminary to more detailed study of the 
many sections of economics and finance which of 
necessity have had to be dealt with comparatively 
briefly in a volume of this size. 

The general reader will find that he will acquire 
from it a good understanding of the working of our 
financial machine from bank to Budget. There is a 
useful chapter which describes the measures taken to 
deal with the post-war disequilibrium of international 
trade and the many explanatory examples and a 
useful glossary which the authors have included will 
assist the layman to assimilate knowledge which is of 
importance to us all in present times. 


Taxation and Incentive 
by Lady Rhys-Williams, D.B.E. 
(William Hodge & Co Ltd, London. 155 net) 


The.author’s scheme for amalgamating social security 
contributions and payments with the income-tax is 
already well known, having been fully ventilated at 
‚ the first public meeting of the Royal Commission on 
, the Taxation of Profits and Income. The scheme is 
reproduced with some amendments as an appendix 
' to this book which is intended to give a more complete 
, background to the proposals. Another appendix, 
! contributed by ‘W. M. D.', contains some observa- 
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tions, with diagrams, on the more theoretical aspects 
of taxation and incentive. 

Тће main text constitutes a very readable account 
of the general considerations which have led the 
author to formulate her scheme. Some text-books on 
economics tend to be unattractive in style and in 
nomenclature, but this book avoids those drawbacks, 
and contrives to make some very penetrating and 
thought-provoking observations in very simple and 
attractive language. The main theme is the reconcilia- 
tion of those two apparently incompatible but 
actually complementary objects — the banishment of 
want and the inducing of people, not merely to work, 
but to work really hard. Certainly if everyone worked 
as industriously and as ably as Lady Rhys-Williams 
has done in producing this excellent book, want 
would be a memory. 


Skinner's Property Share Annual, 1952-53 

(Thomas Skinner & Co (Publishers) Ltd, London. 

| 305 net) 

This volume ~ е third annual edition - has been 
completely revised and gives the fullest available 
information concerning the 178 property-owning 
companies whose securities are quoted on the Stock 
Exchange. The finances of 145 companies are 
conveniently summarized in a table setting forth the 
main particulars — their capital, the book valuation of 
their properties, and their income, profits and 
dividends. 

The general index of this useful reference book 
contains nearly 400 companies, including subsidiary 
companies which are usually not well-known and 
therefore difficult to identify; other indexes show the 
ownership of a considerable number of London 
office, residential and flat properties and name the 
directors of property companies, 


Civil Industry and Trade 
by E. L. Hargreaves and M. M. Gowing, 
B.Sc.(Econ.) 

(Her Majesty’s Stationery Office and Longmans, 
Green & Co, London. 375 6d net) 
Contracts and Finance 
by William Ashworth 
(Her Majesty’s Stationery Office and Longmans, 
Green & Co, London. 22s 6d net) 

For the long and difficult task of controlling civil 
industry and trade which lay ahead of it on the out- 
break of the Second World War, the Board of Trade 
was ‘magnificently unprepared’. Previous experience 
of this particular form of administration, brought 
forward from the First World War, covered only 
food, fuel and shipping. The management of these 
commodities and services, however, soon became the 
concern of new and separate ministries and the 
control of the production and distribution of all 
other consumer goods and of many consumer setvices 
was assumed by the Board. 
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The first of these volumes — both of which 
belong to the definitive series, now being produced, 
of civil histories of the Second World War - tells 
how this was successfully achieved. The story has 
three themes. The first deals with the export drive 
at the beginning of the war, a policy which of neces- 
sity had soon to be reversed, and of the effects of 
lend-lease on our export trade. The second theme, 
cognate with the first, examines the many schemes 
such as limitation of supplies, concentration of 
production and the variety of industrial controls 
which were adopted to deflect goods and services 
from civilian use to swell the war potential. The third 
theme describes the efforts which were made, by 
way of rationing, utility schemes and zoning of 
supplies, to ensure that the restricted production for 
civilian needs was adequate and that it was evenly 
distributed. 

The book is not polemical; the authors’ approach 
is faithfully historical and their synthesis of the 
Board of Trade’s twelve million wartime files, from 
which they drew their material, is masterly, Mr 

ves and Mrs Gowing, without straying from 
the path of objectivity, have succeeded in making 
the mere mechanics of existence in what was surely 
a nightmare decade appear of absorbing interest. 

The other volume is also divided into three parts. 
The first part examines the arrangements made for 
financial control over the activities of the supply 
departments; the second considers the various types 
of war contract which were evolved in attempts to 
arrive at a reasonably consistent price policy, and 
the third explains the provisions made for financing 
firms engaged in war production. To accountants 
who acted either for the Government or for industry 
in these manoeuvres (which at times seemed to be a 
war within a war) this eminently readable record will 
recall many old controversies long buried in corre- 
spondence files. 


SHORTER NOTICES 


Excess Prorirs Levy FOR STUDENTS AND PRACTI- 
TIONERS, by the ‘B.C.A.’ Tutors. (Textbooks Ltd, 
London. 85 net.) This exposition of the excess profits 
levy takes the form of fifty-three pages of notes with 
arithmetical examples. The notes are such as those 
which the industrious student would make for 
himself if he had time. The involved language of the 
statute is neither reproduced nor paraphrased, but 
its effect is given in simple direct language which is 
much easier reading but makes reference to the Act 
necessary for more precise information. However, the 
notes are certainly sufficient for most purposes. 
Income Taxes IN THE COMMONWEALTH (Supple- 
ment). (Н.М, Stationery Office, London, 6s 6d net, 
with binder.) This is the first of the annual loose-leaf 
supplements to Volume One of Income Taxes in the 
Commonwealth, published in 1951. It deals with 
Australia, Canada, Ceylon, India, New Zealand, 
Pakistan, and the Union of South Africa, and brings 
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up to date the information in the main volume, giving 
the latest rates etc. and noting any change in what 
might be called the permanent law. 


Lew on Trusts (Fifteenth Edition), Second 
Cumulative Supplement, by I. Goldsmith, Barrister- 
at-Law. (Sweet & Maxwell Ltd, London. 55 net.) This 
supplement brings the main work up to January 185, 
1953. The table of cases covered by it extend to 
two and a half pages. 


THE TAXATION OF CORPORATE INCOME IN CANADA, 
by J. Richards Petrie, PH.D. (University of Toronto 
Press, Toronto; Geoffrey Cumberlege, London, 55: 
net.) This work was commissiened by the Canadian 
Tax Foundation in the spring of 1949 and was 
completed after Dr Petrie had joined the staff of that 
body as director of research. It is a penetrating and 
careful study of the economic effects and repercussions 
of the Canadian income-tax system. The author has 
drawn extensively on English sources in the develop- 
ment of his arguments and makes generous acknow- 
ledgements. What he does not say in so many words, 
but is amply demonstrated by his book, is the fact 
that there is a great deal we in our turn can learn 
from Canada on these matters. 


Recent Publications 


FINANCING CANADIAN FEDERATION, by A. Milton Moore 
and J. Harvey Perry. Canadian Tax Papers No. 6. iii+ 
117 pp. 9X6. $1.00 net. Canadian Тах Foundation, 
Toronto, Ontario. 

MODEL QUESTIONS AND ANSWERS FOR THE FINAL EXAMINA- 
TION OF THE INSTITUTE OF Созт AND WORES ACCOUNT- 
ANTS, by С. W. Briggs, A.C.W.A., А.С.А.А. 70 pp. 84% 54. 
5s net. Gee & Co (Publishers) Ltd, London. 

MODEL QUESTIONS AND ANSWERS FOR THE INTERMEDIATE 
EXAMINATIONS OF THE INSTITUTE OF Совт AND Works 
Accountants, by С. W. Briggs, A.C.W.A., A.C.A.A. 75 рр. 
84x54. 5s net. Gee & Co (Publishers) Ltd, London. 


LETTERS FROM A BANK ParLour, by У. 5. Hill-Reid, 
"же 4- 200 pp. 9s 6d net. The Falcon Press, London. 


Wz Too Can Prosper, by Graham Hutton. 248 рр: 
84x 54. 122 net. George Allen & Unwin Ltd, London. 
GUIDE то GOVERNMENT ORDERS. Indexing S.R. & О. and 
S.I. in force December 31st, 1952. ССУШ- 1,247 рр. 

тохб. £4 45 od net. H.M.S.O., London. 

TAXATION? Key TO INCOME Tax AND Surrax, Budget 
Edition 1953, edited by Ronald Staples. 222 pp. 8 X 5%. 
75 6d net, 7s od post free. Taxation Publishing Co Ltd, 
London. 

NUMERICAL TABLE OF THE STATUTORY RULES AND ORDERS 
AND STATUTORY INSTRUMENTS IN OPERATION AT DECEM- 
BER 31ST, 1952. 196 pp. 94 х 6. 7s 6d net. H.M.S.O., 
London. 

S.I. Errecrs. A table recording the effect of Statutory 
Instruments on previous сама, Rules and Orders and 
Statutory Instruments as at December 31st, 1952. 
138 pp. 9$ X 6. 5s net. H.M.S.O., London. : 

‘THE PRIVATE DONOR IN THE HISTORY oF THE UNIVERSITY 
oF LEEDS, by E. J. Brown, B.com. 50 pp. 84 X 5$. The 
University of Leeds, Leeds. 

THe Law RELATING TO BANKRUPTCY, DEEDS OF ARRANGE- 
MENT, RECEIVERSHIPS AND ‘TRUSTEESHIPS, Fifth Edition, 
by О. Griffiths, M.A., LL.B., Barrister-at-Law. xx--256 
PP- 9 X 6. 172 6d net. Textbooks Ltd, London. 

‘TRUSTEE SAVINGS BANKS YEAR BOOK 1953. 174 pp. 73 X 5. 
'Trustee Savings Banks Association, London. 
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FINANCE AND COMMERCE 


Stock market business remains on a small scale and 
price movements have been narrow. The tendency, 
it cannot be called a trend, is for the yield gap between 
gilt-edged stocks and equities to be narrowed by 
tentative support for the latter. 


Capital Needs 

The accounts of Babcock & Wilcox Ltd, which we 
reprint this week, and Mr W. Lionel Fraser's 
statement in the company's annual report, touch the 
нека at present causing a definite degree of un- 

deat in the equity sections of stock markets. 
From e accounts it would seem that the company 
stands in need of fresh permanent capital. The 
present position represents continued pressure on 
financial resources over a three-year period. 

‘Having regard to the rising cash requirements 
involved in this period of inflation and high produc- 
tion at home and overseas, and to the probability that 
these conditions may prove to be abnormal’, the 
directors have decided that in the best interests of 
the company the position should continue to be 
financed = temporary bank advances. 

‘This decision has been taken’, Mr Fraser advises 
stockholders, ‘despite the possibility that the level 
of output which your company is likely to reach, 
during the next two or three years, may well involve 
financial needs much greater than those which have 
been necessary hitherto.’ 


Short and Long Term 
There are naturally two. distinct views to be taken 


of the Babcock & Wilcox outlook on the basis of . 


Mr Fraser’s statement. The first is that in the short 
term the position is satisfactory; and the chairman 
does in fact go so far as to say that ‘stockholders 
can have confidence in the future and can anticipate 
a continuance of good trading figures for the years 
immediately ahead.’ The second view is that the 
longer term outlook is by no means settled and, as 
Mr Fraser remarks, ‘it is manifest that the sellers’ 
market for the productions of your company has 
gone, as indeed it has for the greater part of British 
industry’. 

The extent to which the short-term activity should 
be financed by an increase in permanent capital is 
extremely difficult to calculate, and industrial groups 
in the position of being able to rely on bank borrow- 
ings can be expected to use such facilities to the full. 
Others may be virtually forced into the capital market 
and may be obliged to raise capital which even in a 
few years’ time may be beyond their needs. 

A sequence of statements largely on the Babcock & 
Wilcox pattern, coupled with the emphasis laid in 
some cases on the reduction in volume of orders 
received since the turn of the year, is the main cause 
of the stock market’s present uncertainty where 
industrial equities are concerned. 


Simplified Insurance 

Insurance company accounts are invariably com- 
plicated – at least from the layman’s viewpoint. An 
interesting attempt to bring the figures to life has 
been made this year by The. Yorkshire Insurance 
Company Ltd. With the accounts there is included 
this year a special booklet summarizing the 1952 results 
in figures and diagrams. 

As well as covering the 1952 figures the booklet 
shows the growth of the company since its foundation 
in 1824 and the progress of life and non-life business 
over the past fifty years. Diagrams show the 
appropriation of profits and the investment of assets. 

In any attempt to simplify and illustrate a com- 
plicated financial structure the pitfall of over- 
simplification has to be avoided, and it has been 
avoided in the Yorkshire company’s case. In subse- 
quent years, however — and it is to be hoped that the 
present booklet is one of a series – it may perhaps be 
possible to put more emphasis on the financial 
turnover involved in one year’s operations and on 
the extent of oversea business. The latter is 
mentioned but no figures are given. 


Money Market 


Treasury bill applications totalled £343,275,000 on 
May 22nd and the market, maintaining the bid at 
£99 8s 1d, obtained 62 per cent of requirements. 


The average rate was very little changed at £2 7s 7'944 
per cent. This week's offer is £260 million. 


BABCOCK & WILCOX LIMITED AND SUBSIDIARY 
- COMPANIES 


Notes – Consolidated Balance Sheat 

7. At December 3lst, 1952, Паны for Capital Expenditure 
amounted to approximately £1,125,000. 

8. Currency Assets and Liabilities, аза been converted at the races ruling 
at December 3} st, 1952, 

9. The accounts of certaln of the subsidiary companies are made up to 
September 30th, 1952, The Directors do not consider It еоди со 
alter the date to coincide with the Parent Company's Accou 

10. The Undistributed Profit of the Overseas Subsidiary Companies Is 
liable to Untted Kingdom Taxation H pre} ји as s dividend s. 

11. Other Capital Reserves, December 31st, 1951 £224,025 








Add Transfers from Appropriation Prone: 16,103 
T er from General Reserves ; ba а 4,092 
Other Adjustments , аа АЯ 1,121 
Other Capital Reserves, December 31st, 1952 £245,341 
12. General Reserves, December 31st, 1951... Js .. £5, 
Add Transfers from Appropriation Account 777,059 
Deduct: 6,449,645 
Amount applied towards Incresse of capital of 
Foreign Subsidiary Company transtarred to ! 
Other Capital Reserves . .. £4,092 
Foreign tax on Increase of capital | 3,290 
— 7,382 
General Reserves, December 31st, 1952 £6,441,263 
13. Research and Development Reserva, ee = m £321,263 
Add Transfer from Appropriation Account 100,000 
421,253 
Deduct Expenditure on Research and d Development” Work ` 
of a special nature during 1952 86,297 


Research end Development Reserve, December 31st, 1952 £334,966 


14. The Company has received Profita Tax Non-distribution Relief which, 
In the event of subsequont distributions exceeding profits earned after 
December 3121, 1952, may become repayable in full or in part. The 
maximum amount so repayable calculated in accordance with the 
Finance Act, 1952, Iz арр mately 
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INCOME TAX SCHEDULE D 
RETURNS AND APPEALS 


The Inland Revenue has arranged for letters to be sent to practising accountants 
containing two proposals intended to speed up the work of the Department in 
relation to Schedule D returns and appeals. Where accounts are not expected to be 
complete before mid-October, the return may be sent in without the profits figare 
and no farther return will normally be asked for. Stereotyped forms of appeal, 
with duplicates, are being issued to accountants and should save them both time 
and paper. The Inland Revenue letter and the appeal form are reproduced below, 


‘Dear Sir, 

‘While it is to the advantage of accountants and 
Inspectors of Taxes that income-tax Schedule D 
liabilities based on accounts should be agreed before 
the signature of the assessment books by the Com- 
missioners, present conditions often make this im- 
possible. Where this is so, the need for appeals, 
amended notices of assessment, etc., imposes unpro- 


To H.M. Inspector of Taxes, 


ductive work on accountants’ offices and 'l'ax Districts 
which it is believed can be lessened by the two follow- 
ing proposals in which your co-operation is requested. 

'(r) Reminders for returns are not usually issued to 
taxpayers where it is known that accounts are sub- 
mitted annually by an accountant, because it is 
assumed that the accountant will send in his client’s 
return as soon as the profits liability has been 


——————————————' 


:——————————————— 





Income Tax Schedule D – Notice of Appeal 


Person assessed... 


Year of assessment 195 —5 


* Assessment No 


Notice of appeal is given on behalf of the above against the assessment(s) on the following И) of 


income— 


ЕИ ema E ————————— — 


(1) it is not in accordance with the accounts— 
Ка) already supplied to you 
T(b) enclosed herewith 
Ко which should reach you by .......... . 
(2) 1 


My client is being recommended to pay— 
Ty а ава ов he eon on account 


TG) the first instalment in full 


if the exact liability has not been agreed upon by the time that the tax becomes due. | 





Nores. *Please copy these items from the notice of assessment. | | 


TDelete as appropriate. 


TNo entry is necessary at (2) if the appeal is on the general ground that the liability has still to be agreed 


with the Inspector. 
No. 64-7. 


agreed. But where the agreement of this liability is likely 
to be too late to produce a completed return before the 
assessment is made, the early receipt of a return com- 
pleted in all respects except the amount of the business 
profits is very helpful, since it provides information of 
any ges in "other income" and in the claims for 
personal reliefs and enables effect to be given to them 


in the assessment, thereby limiting the amount of work ' 


and correspondence after the issue of the notice of 
assessment. 

*May I therefore invite you as soon as it becomes 
clear that the profits liability of a client, other than a 
company, is unlikely to be agreed before, say, mid- 
October, to send in his return form completed in all 
other respects and noted “Зее accounts (to be) supplied 
to Inspector" in the “Trade, Profession or Vocation” 
space; no further return will normally be asked for 
when the profits liability has been agreed. 

‘(2) It is proposed to make available for accountants 
a form of formal appeal against Schedule D assess- 
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ments; a specimen 18 attached. Receipt of these forms 
in place of letters will help Tax Districts to cope with 
the seasonal rush of appeals promptly and economically. 
The form may also-be welcome to many accountants 
because it simplifies the preparation of the appeal by 
showing clearly what information is desired, it can be 
readily completed in manuscript or on a typewriter 
without the need to dictate a letter, it provides a carbon 
copy and it reduces further correspondence by fore- 
casting the date on which accounts will be available 
and stating the amount of the payment on account 
recommended to the client. 

‘If you would care to use the form, will you please 
let me know your probable requirements (for all Тах 
Districts) for appeals against the assessments to be 
made in the autumn of 1953 and spring of 1954; a 
supply of forms will then be sent in due course. 

Yours faithfully, 


H.M. Inspector of Taxes.’ 


CURRENT LAW 


l Contract: Rescission 

The Second Division of the Court of Session in 
McGuiness v. Anderson (Law Journal, February 2oth, 
1953), accepted the contention of a purchaser of a 
road haulage business that he was entitled to set the 
contract aside on account of fraud. The seller 
argued that as the buyer had not renewed the ‘A’ 
licences, without which the business could not be 
carried on, restitutio in integrum was not possible. 
The Court stated that complete restitution was 
rarely possible; whether it was fairly possible 
depended on the circumstances. There was no 
general rule. The position depended on the extent of 
change which had taken place and perhaps on the 
reason for it—- whether it was the result of the 
' ordinary course of events which might have been 
expected to develop; or whether the natural develop- 
ment had been interrupted by some new and inde- 
pendent activity by the new possessor, making the 
subject no longer identifiable in any reasonable 
sense as the same subject. 


Contract in Name of Non-existent Company 


The Accountant for November ist, 1952, reported 
briefly Parker, J.'s, decision in Newborne v. Sensolid 
Ass Britain) Ltd to the effect that no action lay 
or breach of contract allegedly entered into by him 
on behalf of the company, which had not at the time 
come into existence. Тће Court of Appeal upheld 
the decision and dismissed the appeal. (Law Journal, 
March 20th, 1953.) 


Contract: Illegality 


The defendants in Marles v. Philip Frank & Sons 
Ltd; Mackinnon, third party (2 W.L.R. 564) sold to 
the plaintiff spring wheat which they had bought 
from Mackinnon under a trade description. Section 1 
of the Seeds Act, 1920, requires particulars to-be 


stated in the contract of sale relating to purity, 
germination, etc. The defendants’ contract with the 
plaintiff did not embody these details. The wheat 
was not in fact spring wheat and the plaintiff suc- 
ceeded in his action against the defendants; the 
latter therefore sought to recover from the third 
party under indemnity for loss and . 
Lynskey, J., held that they could not do so, because 
failure to comply with the Seeds Act meant that 
their contract was illegal. 


The Court of Appeal (Singleton and Denning, 


L.JJ., Hodson, L.J., dissenting) allowed the appeal. 


The contract of resale was not unlawful, but only the 
defendant’s performance of it. The defendants had 
no need to refer to their contract with the plaintiff in 
order to pursue their claim for breach of warranty 
against the third party. Denning, L.J., drew a dis- 
tinction between an illegality whigh destroyed the 
cause of action and one which affected only the 
damages recoverable. A man could be guilty of a 
crime without moral culpability; even a motorist 
whose negligence was so gross as to amount to 
manslaughter could recover an indemnity from his 
insurers. (James v. British General Insurance Co Ltd 


([1927] 2 K.B. 311).) 


Bankruptcy: Appeal out of Time 
Following the making of a receiving order in the 
Manchester County Court, the debtor’s solicitors in 
Manchester sent a notice of appeal to be entered in 
London, but in wrong form. This was not corrected 
in such time as to allow a copy of the notice to be 
sent to the registrar of the Court appealed from, 
within seven days from the date of entry of the 
appeal, as required by Rule 130 of the Bankruptcy 
Rules, 1952. : 

The Court agreed with the contention of the 
creditors that, the rule not having been complied 
with, the Court had no jurisdiction to consider the 
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appeal, or to extend the time for service of the 
notice under Rule 389, because the reason for the 
delay (the debtor’s solicitors’ mistake) was not 
‘good cause shown’, as understood by the rule. 
(Re a Debtor (No. 36 of 1952); ex parte The Debtor v. 
J. T. Richardson, Rymer Bros Ltd and Another) 
(Law Times, March 13th, 1953). 


Partnership: Distribution of Assets in 
Dissolution 


The plaintiff and defendant in Miles о. Clarke 
(Solicttors’ Tournal, March 21st, 1953) were tenants at 
will, the latter owning the (photogr. phic) business 
premises, furniture and much equipment, and both 
contributing certain negatives. No terms were ever 
agreed, except that profits should be shared equally 
and that Miles should draw on his share of the profits 
monthly. 

Harman, J., held that no more agreement should be 
inferred than was absolutely necessary to give 
business efficacy to that which had happened. In 
his view, nothing changed hands except the things 
actually used up in the course of carrying on the 
business. He, therefore, declared that the premises, 
furniture and equipment remained the property of 
the defendant; that the negatives and prints brought 
in remained the property of those bringing them in, 
and that neither goodwill nor reputation should be 
treated as assets of the partnership. The learned 
judge went on to declare that the stock-in-trade and 


THE ACCOUNTANT 


May 30th, 1953 


consumable chattels should be regarded as partner- 
ship property brought in by the defendant and no 
charge would be made against the partnership for 
depreciation of the lease (of the business premises). 
Тће partnership would be credited with sums spent 
on improving the premises and debited with out- 
goings such as rent, rates and insurance. 


Company Capital: Increase 


In the issue of November 29th, 1952, The Accountant 
dealt with the decision of Danckwerts, J., in Re John 
Smith's Tadcaster Brewery Co Ltd; John Smith's 
Tadcaster Brewery Co Lid v. Gresham Life Assurance 
Society and Another. The learned judge held that 
by the company’s articles, by an extraordinary general 
resolution passed at a separate meeting of members 
of any class, the rights and principles attaching to 
that class of capital could be affected, modified, dealt 
with or abrogated in any manner; and that the 
preference stockholders would be affected by the 
proposal to create further ordinary stock; that thus 
the sanction of the preference stockholders was 
necessary. 

The Court of Appeal held otherwise. The case 
was covered, said Evershed, M.R., by the decision 
in White v. British Aeroplane Co Ltd ((1953] 2 W.L.R. 
144), and the rights and privileges of the preference 
stockholders would not be affected in such a way 
as to entitle them to be summoned to a separate 
meeting under the company's article 69. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accountancy Qualifications 


Sm, – The President of The Institute of Chartered 
Accountants in- England and Wales stated in his 
presidential address (your issue dated May 16th): 
“The authoritative guidance which it is hoped to 
provide on management accounting will, we believe, 
be of much greater value than the diploma of any 
other organization.’ 

This seems to be rather a sweeping statement and 
without any real foundation. 

Examinations are a test of knowledge and diplomas 
are granted on satisfying the examining body that the 
required standard of knowledge is held by the 
examinee. It does not follow that provision of 
authoiitative guidance is either assimilated or even 
read by the people to whom the guidance is made 
available. 

Yours faithfully, . 

Sale, Cheshire. J. BORSAY, 
Sir, – It is essential, I think, to examine objectively 
the implication of the statement made in the presi- 
dential address of the English Institute of Chartered 
Accountants, that its members are better qualified 


to undertake system work and management account- 
ancy than the members of any other organization. 
Although the statement as a whole implies that a 
chartered accountant is at present qualified to under- 
take this work, certain parts of the address, neverthe- 
less, appear to indicate that this is not really believed 
to be the case. For example, it says that: 
‘to co-ordinate and expand this work, the com- 
mittee appointed last year a special standing sub- 
committee. . . 
It also says: 
‘we hope that the Council will be enabled . . . to 
pass on to the general body of members the benefit 
of the vast collective practical experience which 
members of our Institute have acquired in manage- 
ment accounting.’ 
It would thus appear that the Institute has the future 
and not the present qualification of its members in 
mind, although it is obviously trying as hard as it 
can to make the world believe that it 1s talking about 
the present. 
Тће implication of the statement can be examined 
from another point of view, namely, examinations. , 
I think the Council of the Institute would be the 
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first to agree that, if а subject such as cost account- 
. ancy (which is only опе part of management account- 
. ancy) is of real importance, it is reasonable to expect 
the person who professes to have special ability in 
that subject, to have been or to be in the process of 
being adequately examined in that subject. If any- 
one, by any reasonable stretch of the imagination, 
can be found to admit that examination in a subject 
which forms part of a three-hour paper (taxation and 
cost accounting) in the Intermediate, and part of a 


three-hour paper (general financial knowledge and. 


cost accounting) in the Final examinations – approxi- 
mately three hours out of a total of thirty-nine hours 


for all papers – qualifies any accountant to hold 


himself out as the most competent person to practise. 


in that subject, then presumably the Institute has 
substantiated its claim! | 

It is interesting in this connection to note that the 
Council ‘considera that an accountant who has a 
knowledge of costing, standard cost accounting, 
budgetary control, etc., is thereby fully qualified in 
management accountancy. On the other hand, asso- 
ciates of another body, in order to demonstrate their 
competence as cost accountants (not management 
accountants), are examined in the important related 
industrial subjects of (to name only a few) the evolu- 
tion of industry, the nature of management, organiza- 
tion, personnel, production methods, planning, con- 


trol progress, etc., the economics of industry, ће. 


laws of industry, power generation and distribution, 
transport, tool design, work study, market research, 
building and plant layout – all in addition to cost 
accountancy, commercial practice, office manage- 
ment, and the industrial aspects of financial account- 


ancy. 

When one realizes that this body has existed since 
1919, has produced – not one report — five reports, 

and has held national and regional conferences, 
© branch meetings, and summer schools – these having 
been put forward in the presidential address as 
evidence of interest and ability – then one realizes 
‘that such a claim of competence as is contained in 
the address, is very easy to make, but is not so easy 
to substantiate. 

Yours faithfully, 
С.А., F.C.W.A. 


Allowance for Motor Expenses 
Sir, – In reply to ‘Washington’ (May gth issue) I 
suggest that the following method of arriving at a 
charge for motor-car expenses in the accounts of a 
business could be advantageously followed in the 
case he has outlined. It is assumed, of course, that 
his particular trouble is that the car is used partly 
for private and partly for business purposes. 
(8 Calculate the total mileage per annum – M miles. 
2) Estimate the mileage per annum for business pur- 


poses (based on the daily, weekly or monthly average) 
— B miles. A 


(3) The fraction of M 


wil give the estimated business 
| proportion. ; 
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(4) Work out the total expenses per annum as follows: 
(a) Petrol: x m.p.g. at, say, 4s 3d per gallon. 
Estimated cost У X 41 3d = P. 
(b) ОШ: say 3: per E miles. 


Estimated cost — X 3s = О 
100 


d Licence and insurance — actual == І, 
d) Repairs — a = R 
(e) Other expenses (garaging?) = Е 


The business proportion can now Бе evaluated. I 
have used the above method with success and con- 
sider that in the actual profit and loss account it is 
best to show the item in detail as: 

i +0 
TE 


Petrol and oil estimated at 
£T 


Licence and insurance 

Repairs and garaging .. 

Business proportion estimated at two-thirds, £4 T. 

This gives the Inspector full'information which, if 

n , can be substantiated by the working 
figures. If "Washington' can now prepare and sub- 
mit to the Inspector a computation set out as above 
it is difficult to see what objection could be raised 
provided the all-important item, 2 above, is reason- 
able. 


Total expenses 


Yours faithfully, 
P.R 


Cricklewood, NWa. OSE. 


Accounting and Accountancy 


Sir, – May I be permitted to draw the attention of 
your correspondent, Mr K. L. Milne, of Adelaide 
(May gth issue) to the Terminology of Cost Account- 
ancy which defines cost accountancy as ‘the science, 
art and practice of a cost accountant’ and cost 
accounting as ‘the process of accounting for cost. . .’. 

The Institute of Cost and Works Accountants, 
which publishes this terminology, recognises the 
distinction observed by your correspondent, although 
many accountants are not in the least convinced that 
such a distinction can be drawn and look upon 
attempts to differentiate between such terms as ` 
nothing more than pedantry. 
Yours faithfully, 

R. WARWICK DOBSON, 


London, WCr. C.A., F.C.W.A. 


Unqualified Accountants and Co-ordination 


Sir, – Though not a member of the Institute, I 
read with interest parts of the address given by the 
President to the members at the seventy-second 
annual meeting. | 

I noted particularly the section headed ‘Co- 
ordination and Quacks’. Regarding the activities of 


-the ‘quack’, Mr Robson said: 


‘I regret to say that I see little prospect of ending 
this state of affairs except through the education of 
the public.’ 

We later learn that an important factor in not: 
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proceeding with the Bill for co-ordination was the 
difficulty of dealing with the vested interests of 
banks, solicitors and others in the handling of 
taxation matters. 

It appears to me that the education of the public 
in this matter is likely to offer far greater difficulties 
than the co-ordination and regulation of the profes- 
sion. In any event the presentation of a Bill (whether 
with süccess or failure) could prove the greatest 
single factor in any campaign to publicize the real 
position. 

So much ultimately depends on co-ordination 
that I at least hope that the attack will be resumed 
without delay. Not only will it protect the members 
in practice, but it could also, by providing a scale of 
charges, enable reasonably adequate fees to be earned 


and consequently fair wages to be paid generally to . 


the employees of members in practice. 

Do not think, please, that I am making light of the 
present difficulties; but as the years slip by ithe 
position becomes more involved and the difficulties 
more numerous. Surely it would be better to accept 
now an arrangement which may mean that the 
butcher and baker might call themselves 'registered 
accountants' (or whatever description is chosen), but 
would ensure that whatever their training they would 
be governed by regulations for the benefit of the public 

EN rofession a8 a whole; and of course, new entrants 
Noui be regulated both as to training and conduct. 

There is, of course, nothing new in the problems 
which have to be faced. Most professions (including 
accountancy in other countries) which have been 
controlled by legislation have had to dispose of 

ar ones. Dentistry is the one that first comes to 
my mind because there are still a fair number of 
unqualified men in practice. Yet despite what must 
have originally been a very confused state, dentistry 
now seems to be a well-regulated profession. 

Let us, therefore, press this matter again. Co- 
ordination may, bring short-term disadvantages 
(though I am not convinced that such is inevitable), 
but the future benefits to the public and to the 
profession will be beyond measure. 

Yours faithfully, | 
Gloucester. Н. Е. PITMAN, 4.8.4.4. 


Income Tax: Cash Receipts Basis 


Sm, – The recent references in Parliament and in the 
daily Press to the basis of assessment of barristers' 
fees for income-tax purposes, disclose considerable 
confusion as to what аге“ ‘profits and gains’ for 
income-tax purposes. 

Many writers on this subject appear to think that 
profits are ascertainable for income-tax purposes 
according to 'earnings', but the judges have clearly 
stated on numerous occasions that ‘profits’ for 
income-tax purposes means receipts and not earnings 
(W. S. Try Lid v. Johnson (25 A.T.C. 33)). It is 
true that ‘receipts’ includes debts due (Absalom v. 
Talbot (23 A.T.C. 137)), but fees not received are 
not assessable if they are not yet legally due. for 
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payment (Dailuaine Talisker Distilleries v. C.I.R. 
(9 A.T.C. 339)). 

ven if an accountant has performed nearly the 
whole of the work on an audit, he is not yet assess- 
able on what he has ‘earned’, if he still has some 
work to do before the audit fee will become a debt 
due to him. There is no authority for the suggestion 
by some writers that he is assessable on the value of 
‘work in progress’. 

"Ihe profit which comes to him . . . is to be 
regarded as a profit or gain for the year of assess- 
ment in which he receives it.' (Mackenzie v. Arnold 
(31 А.Т.С. 369).) 

Nor can the Revenue stipulate that any part of 
the professional man’s expenditure be disallowed 
or carried forward as attributable to work in progress. 

“The running expenses of a business and so on, 
cannot be allocated directly to corresponding items 
of receipts, and it cannot be restricted in its allow- 
ance in some way corresponding, or in an endeavour 
to make it correspond, to the actual receipts during 
the particular year.' (Naval Colliery Co v. C.I.R. 
(s A.T.C. 714).) 

I am, Sir, 
Your obedient servant, 

Newcastle upon Tyne. H. A. EDWARDS. 


Interest on Secured Loans in Compulsory 
Liquidation 


Sm, – A private company issued two debentures, one 
secured by a first floating charge and the other by a 
second floating charge. 

In August 1951, the holder of the first charge 
appointed a receiver. In September 1951 the holder 
of the second charge appointed a receiver. In 
November 1951 an order for the compulsory liqui- 
dation of the company was made. 

The holder of the first charge has obtained pay- 
ment in full and the receiver has ceased to act. 

The receiver for the holder of the second charge has 
paid off the principal and has sufficient funds to pay 
the interest up to the date of repayment, but a query 
has arisen as to the date to which interest is payable 
as a secured debt. 

The views of your readers would be appreciated, 
with authorities if possible, on which is the correct 
one of the following: 

(1) May 1951 to date of petition for winding-up. 

(2) May 1951 to date of winding-up order. 

(3) May 1951 to date of repayment of principal. 

The security was for the payment of principal and 
interest but no interest was paid after May 1951. 

In the liquidation there will be a deficiency as far 
as the unsecured creditors are concerned. 

Yours faithfully, 
А. B. C. 


U.S.A. and British Accounting Methods 


Sm, - May I express the view that many British 
concerns do, in fact, use several of the methoda out- 
lined by Mr John E. Almond in his article published 
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in your issue of April 25th, but have not yet been 
converted to those of doubtful quality. The recon- 
ciliation of the bank balance, the self-balancing of 
nominal and private ledgers, simplification of petty 
cash records, and presentation of monthly accounts 
and statements are all in considerable use over here; 
but the American system of payments has certain 
doubtful aspects. . 

Mr P. L. W. Moon’s reference to the habits of 
local authorities (May 16th issue) is somewhat alarm- 
ing and I think he could hardly claim that these 
bodies pay promptly – а specific point made by Mr 
Almond. My company deals with a very large 
number of local authorities, in addition to a very 
much larger number of commercial concerns. Local 
authorities are by far the slower payers: they lose 
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far more invoices than all our other customers put 
together; they ask us to do much of the analysis that 
our other customers look upon as their own responsi- 
bility; and lastly, I have yet to experience any com- 
mercial concern that would draw a cheque for 5d 
and place thereon four signatures — a local authority 
effort! 

Finally, over the streamlined system of payments 
and eradication of creditors’ ledger. If a dispute 
over past payment arises the British method places 
one in a much stronger and often winning position — 
a fact I have experienced more than once and in 
particular with a world-famous and very large 


American company. 
Yours faithfully, 
SECRETARY. 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


SIXTY-EIGHTH ANNUAL GENERAL MEETING 


In our last issue we announced the holding of the 
sixty-eighth annual general meeting of The Society of 
Incorporated Accountants and Auditors at Incorpor- 
ated Accountants’ Hall, Victoria Embankment, Lon- 
don, on Tuesday, Мау rgth, and we reproduced the 
address of the President, Mr С. Percy Barrowcliff, 
F.S.A.A., at the end of which he proposed the adoption 
of the report and the accounts for 1952. 

Mr Bertram Nelson, F.3.4.4., Vice-President of the 
Society, seconded the resolution, and the President 
then put it to the meeting for discussion. 


DISCUSSION 


Mr С. К. RIDDINGTON, F.8.A.A. (Leicester): I will start the 
discussion, if I may. I think anyone looking at the accounts 
of the Society for the last few years must feel a sense of. 
frustration at the continuing loss of our reserves. In two 
years we have depleted the Society’s reserves by approxi- 
‘mately £6,000, and I thought today the Finance Committee, 
through yourself, would be coming along and offering sug- 
gestions for the building up again of the resources of the 
Society. It will take quite a time to build up even the small 
reserve of £8,000 we had a year or two ago, and I think we 
seriously ought to consider the question whether the mem- 


‘bers should contribute some form of levy to.renew the funds 


of the Society to meet the future work of our district societies 


. and our general activities. 


My own proposal is that a levy of £1 15 od per member 
sbould be made for the next two years, and also that a 
charge of 105 64 should be made for the register of members 
when it is issued each time. I should like to put that forward 


asa proposal. 

Tue Presment: The chairman of the Finance Com- 
mittee is not here today, but I am certain what you have 
said will be borne in mind. There are complete answers to 
what-you say. I might in a word just explain that part of 
what you have been referring to, is occasioned by coming 
back to this Hall, and by having to stand part of the cost of 
restoration on our funds. The other is in connection with 
the International Congress, which I am perfectly satisfied 
‘was one of our best investments. : . 

Mr Е. А. ROBERTS, A.8.A.A. (London): What I am going 
to say is somewhat relevant to the remarks of the last speaker. 
I do not think perhaps our: position is really as bad as the 


accounts show, but one or two things have rather impressed 
me and as Mr Wallis is sitting but 2 few feet away from me 
he may be able to help. 

In published accounts for 1951 we finished up with 
а net income over expenditure of £4,948. That figure in last 
year's accounts, for comparison purposes, is shown as £698. 
I spent some time pe y – and no doubt some of my 
colleagues did -— endeavouring to ascertain where the 
difference was, and I find that £4,250, shown in the 1951 
accounts below the line, has for comparison purposes come 
up above the line, so that really we are not comparing the 
result shown in 1952 with the figure of £698 but with £4,948. 

'That leads me to this point. I do not quite understand 
the accountancy mind in dealing with the members' year- 
book to which our friend has just referred. The total cost of 
the 1953 year-book is something over £6,000. Now I see 
from the 1951 accounts that up to that year, December 1951, 
we had no more than the cost of the year-book for 
1951. I would not quarrel with that, but when we come to 
our present accounts, one year later, we have stepped for- 
ward, and we have borne the expense, either above or below 
the line, of a total figure of over £6,000 in respect of the 

ERU El and iB ores Fi 

ing for m , and with great respect to our Finance 

Committee, I do not follow upon what basis the production 
of the year-book for 1953 has any relevance whatsoever to 
an accounting period ending on December 31st, 1952. If it 
has some relevance then we have to go back to the other 
point, and we have got to compare that with the year 1951, 
when, in the accounts for the year 1951, we only co 
the year-book in respect of the year 1951. In the present 
accounts we are about to pass we have covered our expendi- 
ture on the year-book at a date, when this balance sheet was 
drawn up, when it had not been circulated to members. I 
would have thought that the year-book for 1953 might well 
be post-dated, part apportioned for the year 1953 and a 
similar proportion for 1954, but speaking for myself I find 
it very difficult to appreciate how it is we are ante-dating. 
'Therefore, if that be right, then our position is not quite 
so impoverished as one might think without further 
examining the accounts. 

Tur PRESIDENT: Are there any other comments? If there 
are no further comments, I will put the resolution to the 
meeting. Those in favour? Those against? 


The resolution was declared carried. 
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Presentation of Medals 


‘THE PRESIDENT: Our next very pleasant and happy duty 
is to present the gold and silver medals awarded in 
respect of the 1952 Final examinations. 

Mr I. А. Е. CRAIG, О.В.Е., B.A. (Secretary of the 
Society): The gold medal has been awarded to Mr 
Joseph Askew Hedges, Canterbury, who is twenty-four 
years of age. He qualified under the bye-laws and has 
served in the profession since 1944 with Messrs Reeves 
and Young, Chartered Accountants, Canterbury. He 
was exempted from the Preliminary examination, 1945, 
and passed the Intermediate examination, November 
1950, at first attempt, and gained third place certificate. 
He passed the Final examination, Parts I and II 
together, in November 1952, again at the first attempt, 
and gained the first certificate of merit, the first prize 
and the gold medal for 1952. 


The president then presented the gold medal to Му 
Hedges. 

Mr Cnarc: The silver medal has been awarded to 
Mr Peter John Gibson, London, who is twenty-five 
years of age. He qualified under the bye-laws and has 
served in the profession since 1943 with Messrs Leslie 
Furneaux & Co, Incorporated Accountants, London. 
He served in the Forces of the Crown from 1945 to 
1948 and was exempted from the Preliminary examina- 
tion, 1949. He passed the Intermediate examination, 
November 1950, at first attempt, and gained first place 
certificate and first prize. He passed the Final examina- 
tion, Parts I and II, together, in November 1952, again 
at the first attempt, and gained the second certificate of 
merit, the second prize and the silver medal. | 


The president then presented the silver medal to Mr 
Gibson. 

THE PRESIDENT: That is a very pleasant interlude in 
our annual meeting, and I hope it will be the forerunner 
of much success to these two young men in the future. 
I do profoundly hope they will keep a very warm 
corner in their hearts for the Society and let the 
Society play a big part in their lives. 


Contributions to the King George VI National 
Memorial Fund and the Lord Mayor of 
London's National Tempest and Flood 

Distress Fund 
THR PRESIDENT: The next item I have for your con- 
sideration is a resolution to be proposed by Mr Toothill. 

Mr Percy TOOTHILL, F.S.A.A.: The resolution I have 
to propose is: 

"That the contributions made by the Council from the 
funds of the Society of Incorporated Accountants and 
Auditors of two hundred and fifty guineas to the King 
George VI National Memorial Fund and of one hundred 
guineas to the Lord Mayor of London's National 'l'em- 
pest and Flood Distress Fund be and are hereby con- 
firmed.’ 

Mr A. S. ALLEN, F.s.a.a.: I beg to second that 
resolution. 

THE PRESIDENT: You have heard the resolution, 
proposed and seconded, about those two contributions. 
Т now put it to the meeting. Those in favour? Those 
against? 

The resolution was declared carried. 


Election of Members of the Council 
THE PRESIDENT: The next item I have is the election of 
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members of the Council. First is the election of retiring 
members of the Council. 

Mr R. ЖМпзом BARTLETT, D.L., J.P., F.S.A.A Mr 
President, ladies and gentlemen, it is first of all my duty 
to point out that the resolution which has been placed 
in my hands is a composite one, and therefore I desire 
to propose for your acceptance that the whole twelve 
names should be taken together, to save twelve separate 
resolutions. If there is one member against that course 
І shall have to proceed to take each name separately. 
First of all I beg to propose that the whole twelve be 
taken together. 

Mr В. A. WITTY, F.3.A.A.: I beg to second that 
proposition. 

THE PRESIDENT: May I have a vote on that? Those 
in favour? Those against? Mr Wilson Bartlett, you can 
proceed; there is not one dissentient on that. | 

Mr Мпзом BanrLgrr: That will save a lot of trouble. 
It is now my pleasure to propose that: 

Mr John Ainsworth, м.в.в.; Sir Frederick Alban, 
C.B.E; Mr Albert Stuart Allen; Mr Charles Percy 
Barrowcliff; Mr Robert Bell; Mr William Henry Higgin- 
botham; Mr Hugh Oliver Johnson; Sir Thomas Keens, 
D.L.; Mr Walter Hindle Marsden; Mr Thomas Holme 
Nicholson, 0.8.8.; Mr Percy Toothill; and Sir Richard 
Yeabsley, C.B.E., 

all retiring members of the Council ~ and I think the 
twelve also include five past-presidents — should be 
re-elected to the Council. 

Mn М/ттту: I have equal pleasure in seconding the 
proposition. 

Te PnEsIDENT: You have heard the proposition, 
proposed and seconded. Is there any amendment? 
Those in favour? Those against? 

The resolution was declared carried. 

[There followed a very lengthy discussion on the prin- 
ciples governing the election of members of the Council. 
It was ultimately agreed that the filling of the vacancy 
caused by the resignation ој Му Henry Smith, Fellow, 
Manchester, be deferred until the next annual general 
meeting. Pressure on our space does not allow us to repro- 
duce this discussion.] 


Remuneration of the Auditors 


Tue PRESIDENT: There is a bit of the agenda left. As a 
matter of fact, it is one of the most important items on 
the agenda. Item 9 – Remuneration of the auditors. 

Mr T. Н. NICHOLSON, O.B.E., F.C.A., ЕЗАА Mr 
President, I beg to move: 

‘That the fee of Mr Stanley I. Wallis, Incorporated 
Accountant, Nottingham, who is willing to continue in 
office as auditor for a further year, be fixed at one hundred 
guineas for such year, travelling expenses to be paid in 
addition. 

‘That the fee of Mr James A. Allen, Incorporated 
Accountant, London, who is willing to continue in office 
as auditor for a further year, be fixed at one hundred 
guineas for such year,’ | 
Mr C. M. Foxon, F.$.A.A.: I would like to second the 

resolution proposed by Mr Nicholson, and also I think 
we should bear in mind that our thanks are due to the 
auditors for their continued services to the Society. 

Tue PRESIDENT: Is that agreed? 

Agreed. 

A vote of thanks to the President for presiding at the 
meeting was proposed by Sir Thomas Keens and 
carried with loud acclamation. Mr Barrowcliff made 
a suitable acknowledgment and the meeting was closed. 
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IN PARLIAMENT 


War Damage Business Scheme 


Brigadier CLARKE asked the President of the Board of 
Trade how much interest will now be saved annually 
by his agreement to pay off the Business Scheme, 
Part II of the War Damage Act, 1943. 

Mr P. T'HonNEYCROFT: The amount of outstanding 
claims that are to be paid on October 181 next is about 
£25 million; and interest would have accrued at the 
rate of about £625,000 a year on these claims so long 
as they remained unpaid. 


Hansard, May 12th, 1953. Oral Answers. Col. 1036. 


Inland Revenue v. Tate & Lyle Ltd: Costs 


Lieut.-Col. LiPTON asked the Chancellor of the 
Exchequer what costs to public funds have been 
incurred to date on the litigation between the Inland 
Revenue and Messrs Tate & Lyle Limited. 

Mr R. A. BuTLer: The company's bills of costs have 
not yet been received. The Revenue costs are estimated 


as about £580. 
Hansard, May 12th, 1953. Oral Answers. Col. 1045. 


Subsidiary Company, Canada: E.P.L. 


Mr Emrys Hucues asked the Chancellor of the 
Exchequer if he will seek to make an arrangement 
with the Canadian Government for the purposes of 
making subsidiaries of British companies operating 
in Canada pay excess profits levy on profits made in 
Canada. 

Mr К. A. Butter: I do not see my way to adopt 
the hon. member’s suggestion, which would involve 
an amendment of the excess profits levy law affecting 
overseas companies. 

Mr Носнеѕ: Is the Chancellor aware that he is 
losing a lot of money by not adopting my suggestion? 
Is he aware that Mr Sopwith, the chairman of the 
Hawker-Siddeley Aircraft Company, stated at the 
company's annual meeting that the company was 
paying only £25,000 excess profits levy, and that one 
of the reasons was that much of their profits was made 
in Canada and was not taxed? Does the right hon. 
gentleman not think it worth while looking into that 
matter? 

Mr BuTLER: The levy is eventually to come to an 
end. It is not proposed by the Government to make 
amendments beyond the pledges given in last year's 
debates, and that governs my answer to this question. 


Hansard, May 12th, 1953. Oral Answers. Col. 1046-7. 


Income Tax: Repairs Allowance 


Sir J. CROWDER asked the Chancellor if he will 
consider increasing the statutory repairs allowance 


in Schedule А assessments to meet the increased 
cost of repairs. 

Mr К. А. BurLER: I think this is a matter on 
which I should await the report of the Royal Com- 
mission on the income-tax which is considering, 
among other tax matters, the law relating to 
Schedule A. 


Hansard, May 12th, 1953. Oral Answers. Col. 1047. 


New Towns: Accounts 


Mr Кеммамт asked the Minister of Housing and 
Local Government whether he will arrange to have 
the annual accounts of each new town available, 
separately, for sale to the public. 

Mr Н. MacMiILLAN: I am examining the possibility 
of doing this in respect of the reports and accounts for 
the year just ended. 


Hansard, May 12th, 1953. Oral Answers, Col. 1050. 


Inland Revenue Claims: Marginal Age Relief 


Mr J. Корбевз asked the Chancellor of the Exchequer 
if he will make a statement on the practice of the 
Inland Revenue in dealing with claims to marginal 
age relief by persons whose incomes include building 
society interest. 

Mr R. A. BurLER: Marginal age relief may be 
claimed by a taxpayer aged 65 or more whose income 
slightly exceeds the limit, which until this year has 
been £500, at which the ordinary age relief deduction 
(now two-ninths) ceases to be due. It consists in re- 
stricting the taxpayer’s bill to the sum of (a) what the 
tax would have been had the income been exactly 
equal to the limit plus (b) five-eighths of the income 
in excess of the limit. 

In the past, in cases where a claimant to marginal 
age relief had building society interest against which 
personal allowances and reliefs cannot be given, and, 
because such interest was included in the first {500 of 
income, the full personal allowances and reliefs to 
which the taxpayer was entitled could not be given 
against that amount, it has been the practice of the 
Inland Revenue to’ grant a measure of additional 
relief. This took the form of a reduction in the amount 
of five-eighths of the excess of income over £500 
included in the marginal relief computation. 

This practice, for which there is no statutory basis, 
has been reviewed by the Inland Revenue, and it is 
felt that there is no justification for continuing it, 
having regard especially to recent increases in personal 
allowances and reliefs, and extensions of the ‘bands’ 
of income chargeable at reduced rates. 'T'he concession 
will accordingly be withdrawn as from the current 
year 1953-54. 

Hansard, May 19th, 1953. Written Answers. Col. 118. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


EXAMINATIONS: Excess Prorrrs Levy 


We have been asked by the Secretary of The Institute 
of Chartered Accountants in England and Wales 
to publish the following statement: 

No question requiring a knowledge of the excess 
profits levy will be set in the November 1953 Inter- 
mediate examination or in any subsequent Inter- 
mediate examination. The next edition of the syllabus 
for the Final examination will include the excess 
profits levy. 

RECEPTION: JULY 8TH, 1953 

The Secretary of the Institute also asks us to state 
that a letter will be posted on June 3rd to all members 
from whom a pink reply card has been received, 
inviting application for tickets of admission to the 
reception to be held at the Royal Festival Hall on 
July 8th. Owing to the very large response from 
members, it is clear that it will not be possible to 
meet the full demand for tickets. Members are there- 
fore advised to apply as soon as possible after receipt 
of the Secretary’s letter of June 3rd. 


Тнв ROYAL CHARTER 
The original Royal Charter granted to the Institute 
in 1880 may be seen by members during the next few 
days. The Charter has been displayed in the library 
of the Institute since last Wednesday and will remain 
there over the Coronation period, until June 12th. 


Personal 


Messrs Harvey Preen & Co, Chartered Account- 
ants, of 20-21 Orchard Street, Bristol, and at London, 
Birmingham and Stratford on Avon, announce that 
they are opening an additional office on Monday, 
June 8th, 1953, at Hendford House, 15 Hendford, 
Yeovil, Somerset. Telephone: Yeovil 1607. Tele- 
grams: Accompter, Yeovil. 

Messrs Jones, ROBATHAN, THOMPSON & Co, 
Chartered Accountants, of Mercantile Chambers, 
13 James Street, Cardiff, announce that Mr DoNALD 
Т. Owen, F.C.A., Mr R. V. BARTLETT, F.C.A., F.S.A.A., 
and Mr M. Sr А. MOORE, A.C.A., have retired from 
the partnership, and that Mr А. P. І. JAMES, A.C.A., 
who has been associated with the firm for a number of 
years, Mr Т. STUART WILSON, T.D., Е.С.А., and Mr 
с. Н, D. Davis, A.C.A., have been admitted as 
partners. The practice hitherto carried on by Mr Т: 
STUART WILSON at 7 Priory Street, Cardigan, has 


been amalgamated with that of the firm. The title of . 


the firm will remain unchanged. 


Professional Note 
Mr R. L. Tillett, r.C.4., senior partner in the firm of 
Russell Tillett & Co, chartered accountants, is the 
chairman of the newly appointed board of Holborn 
& Frascati Ltd. 


Empire War Memorial Fund 
A NATIONAL APPEAL 

A national appeal for contributions towards a 
Commonwealth Memorial in St Paul’s Cathedral has 
been launched by the Empire War Memorial Fund. 
At present there is no memorial in Britain to the 
memory of all the men and women of the Common- 
wealth oversea who gave their lives in the two world 
wars, and the object of the Fund is to dedicate to them 
the new high altar and baldachino now being built in 
St Paul’s – ‘the parish church of the British Empire’. 

The high altar and baldachino ~ a word originating 
from the Venetian baldecch-ino meaning ‘little domed 
house’ — will replace the. Victorian. altar totally 
destroyed in the last war, and will occupy the position 
of greatest honour in the Cathedral. Nearby, iri the 
apse, an American Memorial Chapel is being built, 
and the two together will symbolize the union of the 
English-speaking peoples in the cause of freedom. 

The Fund's committee wishes to raise a minimum 
of £20,000 and hopes that contributions, which 
should be sent to the Hon. Treasurer, Empire War 
Memorial Fund, c/o Lloyds Bank Ltd, 16 St James's 
Street, London, SW1, will come from as many con- 
tributors as possible in order that the memorial may 
be a truly national tribute. 


London and District Society of Chartered 
Accountants 


The eleventh annual general meeting of the London 
and District Society of Chartered Accountants will be 
held at 6 p.m. on Thursday, June 25th, in the Oak 
Hall of the Institute, Moorgate Place, London, EC2. 
The report of the committee for the year ended 
March 31st, 1953, was reproduced in our last issue. 


. Liverpool Society of Chartered Accountants 


At a committee meeting of the Liverpool Society of 
Chartered Accountants held on May го, the 
following officers were elected for 1953-54: 

President: Mr W. P. Scowcroft, A.C.A. 

Vice-President: Mr E. Т. Denton, B.A., F.C.A. 

Hon. Treasurer: Mr Е. N. Macdonald, p.r.c., В.С.А. 


Hon. Secretary: Mr С. C. Taylor, J.P., В.С.А., 20 Castle 
Street, Liverpool, 2. 


The Sheffield and District Society of 
Chartered Accountants 


The seventy-first annual meeting of the Sheffield and 
District Society of Chartered Accountants was held 
on May 18th under the chairmanship of the President, 
Mr А. С. Smeeton, Е.С.А. 

The committee's report for the year ended Decem- 
ber 31st, 1952, presented at the meeting, shows that 
membership at the year-end totalled 213 — an increase 
of 14 on the previous year's figure. The report notes, 
however, that there are still over roo chartered 
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accountants in the Society’s area who are not 
members and states that most of these are non- 
practising accountants. 
· The committee expresses the congratulations and 
good wishes of members to Mr Oliver 5. Holmes, 
в.С.А., on his election as Sheffield’s Lord Mayor in 
Coronation year. Mr Holmes' election was reported 
in The Accountant of March z1st last. 

The following officers have been elected for 
1953-54: 

President: Mr К. С. Beard, ¥.c.a. 

Vice-President: Mr Percy E. Smith, Е. C.A. 

Hon. Treasurer: Mr H. Wharam, F.C.A. 

Hon. Auditor: Mr Т. D. Cockerill, Р.С.А. 


Hon. Secretary: Mr К. C. Manterfield, a.c.a., Benefit 
Buildings, Moorhead, Sheffield, 1. 

Committee: Messrs R.. W. Atkin, F.C.4., С. С. Buck, 
A.C.A., С. С. Dickinson, ¥.c.a., W. B. Douthwaite, B.A., 
F.c.a., Е. Downing, F.c.a., J. Е. Dunk, г.с. R. Firth, 
A.C.A, W. R. Jenkinson, F.c.a., К. С. Shuttleworth, F.C.A. 
{as a member of the Council of the Institute), A. G. 
Smeeton, F.C.A., B. Thomas, r.c.4., Н. L. Watson, A.C.A., 
W. А. Wheatcroft, Е.С.А., and M. Yates, A.C.A. 


Manchester Society of Chartered 
Accountants 
NORTH LANCASHIRE BRANCH 
Mr J. S. Walker, A.C.A., of 16 Queen Street, Blackpool, 
has been appointed Honorary Secretary of the North 
Lancashire Branch of the Manchester Society of 
Chartered Accountants as from May 1rth. 


Oxford University 
Appointments Committees 


The reports for 1952 of the two Oxford University 
Appointments Committees show that total men 
registrants, including a carry-over from 1951 of 
1,338, numbered 3,044, while the number of women 
registrants, with a carry-over of 392, totalled 597. 

A feature of the year for the men’s committee was 
the increased number of visits by employers to 
Oxford to discuss recruitment. In addition to visits 
to employers’ headquarters, the Secretary saw 99 
employers in Oxford, the Educational Secretary 69, 
the Technical Secretary 91, and the Assistant 
Secretary 45. This total of 304 such visits compares 
with 225 and 212 in the two previous years. During 
the year 6,500 vacancies were recorded, including 
Зоо vacation posts (chiefly industrial), while 2,800 of 
the permanent posts recorded called for men with 
scientific qualifications. Vacancies notified by Con- 
ference schools rose from 404 to 504, by local 
government authorities from 7 to 37, and by news- 
paper editors from 25 to 45. For Arts men in industry 
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and commerce the total number of vacancies rose by 
only 1 per cent, and 86 per cent of these notifications 
revealed interest in how the candidate worked and 
what part he played in college and university life 
rather than in the subject he read. 

Of the 704 posts obtained through the Committee 
in 1952, 314 were in industry and commerce, 270 
educational, 92 governmental, and: 19 in journalism 
and publishing, with 9 miscellaneous. 

.The four main employment groups of the 155 
posts obtained by women registrants in 1952, were 
educational (38), commerce and industry (24), 
secretarial (14), and government and quasi-govern- 
ment (12). Ки 

Canadian Tax Journal 

We note with interest the appearance of a new 
Canadian contemporary – the Canadian Tax Journal, 
published by the Canadian Тах Foundation. Replac- 
ing the former Tax Bulletin, the first two issues, dated 
respectively January—February 1953 and March- 
April 1953, are of exceptionally pleasing appearance 
and content. 

The publication should prove of considerable 


: value to the profession in Canada and, indeed, else- 


where for it is by no means parochial as may be 
judged from the following random selection of 
subject titles from the two issues: 

‘Canada’s post-war finance’, by W. C. Clark; "T'axable 
capacity: British and Canadian experience', by Monteath 
Douglas; ‘Income-tax rates: Canada, United States and 
United om’, by J. H. Perry; “Business income: 
conflict between tax laws and accounting T is rinciples', by 
Т. A. M. Hutchison; ‘American diary’; ter-company 
dividends in the United Kingdom’, etc., etc. 

The Canadian Tax Foundation is a non-profit 
organization established by the joint action of the 
Canadian Bar Association and the Canadian Institute 
of Chartered Accountants to encourage and under- 
take study in the field of taxation in Canada. 


The Institute of-Actuaries 
The annual general meeting of The Institute of 
Actuaries will be held at the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, London, EC2, 
on Мопдау, June 8th, at 5 p.m. 


Overseas Economic Survey 
A survey of economic and commercial conditions in 
British East Africa has been published by Her 
Majesty’s Stationery Office, price 5s (post free 5s 3d). 
This is the latest volume in the series of overseas 
economic surveys issued by the Commercial Relations 
and Exports Department of the Board of Trade. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 
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Our Contemporaries 


THE Accountants’ MAGAZINE. (May.) 
Tue JOURNAL оғ ACCOUNTANCY. (New York.) (April) . 
Tae ACCOUNTANTS JOURNAL. (Мау.) : 
Locan GOVERNMENT FINANCE. (May.) 

Tue Law Socigrv's GAZETTE. (May.) 

Tur CANADIAN CHARTERED ÁCCOUNTANT Tax REVIEW. 
(Toronto.) (April) 

Tue CANADIAN CHARTERED ACCOUNTANT. (Toronto.) 
(April) ‘Report of the Committee on Ње Canadian 
Companies Act.’ 

THE ACCOUNTANTS’ DIGEST. 


(March.) 


ACCOUNTANCY. (May.) 


Our Weekly Problem 
No. 71: THE SMOKE RING 
‘J thought you had given up smoking’, said Mr U. N. 
Ravel. : 

‘Well, yes, for a time,’ said Mr L. U. Sidate shame- 
facedly. 'I joined a pool. Several of us agreed to pay 
in a shilling a day, weekly in advance, beginning on 
Saturday, January 3rd, but if anyone iin smoking 
again he forfeited all he had paid in. The last payment 
was to be on March 28th, and anyone who hadn't 
smoked by the end of the following week shared 
what was in the kitty. All survived the first six weeks 
and in the seventh they began dropping out, until 
there were only Ware and Tare left in besides myself. 
I was sorry for Ware as in the week before the last 
he forgot our pool at his daughter's wedding, so Tare 
and I shared twenty-five guineas. The strain was so 
great I smoked a cigar the next day.' 


How many were in the pool? 
'The answer will be published next week. 


(Burlington, 


Vermont.) 


ANSWER TO Мо. 7o: Nicut TIME 


The clocks which Mr Sidate heard strike were: 
(a) 1.20, the clock 20 minutes slow; 
b) 1.30, the clock 30 minutes fast; 
(2 1.40, the grandfather clock 10 minutes slow (striking 


1.30); 
(d) 1.50, the clock ro minutes fast; 
after which he fell asleep. 


TWENTY-FIVE YEARS AGO 
From Whe Accountant or JUNE 2ND, 1928 
Extract from the President's. summing-up of the dis- 
cussion at the forty-third annual meeting of the Society 
of Incorporated Accountants and Auditors, held on 
: May 22nd, 1928. The President was then Mr Thomas 
Keens, Р.В.А.А. 
Society of Incorporated Accountants and 
_ Auditors 
Mr. Palmer referred to the necessity of advertising, 
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and other gentlemen have called attention to the fact 
that we are spending money. (Laughter.) I think we 


` can leave the one to answer the other. Mr. Nelson. 


has explained to you very fully where the extra 
expense is,and it is impossible for me to go into itin ` 
detail; but I think everybody will agree, who has 
looked into the matter, that the Society has had 
infinitely more publicity during the last year or two... 


‘SEVENTY-FIVE YEARS AGO 
From ђе Accountant or June rst, 1878 


Extract from a Note in Passing 
Accountants and Press Libels 


Certain organs of the press have of late developed, . 
quite a mania for attacking bankruptcy trustees, 
liquidators, and receivers. To most of these itinerant 
onslaughts little real importance is to be attached 
beyond the temporary influence they cannot fail to 
exert over the more gullible of the public. But when a 
powerful and respectable journal like The Times 
descends to similar freaks, it certainly calls for severe 
reprimand. That it has recently done so is abundantly 
shown by the evidence adduced in the case ex parte 
Turquand—in the matter of Willis, Percival, and 
Co.’s bankruptcy. It would be impossible to single 
any name from the ranks of accountants that would 
command more general respect in the professional 
and commercial world than that of the President of 
the Institute of Accountants. Yet, he has felt himself 
so aggrieved by certain remarks in the City Article 
of The Times, that he has taken the extreme course of 
applying for a criminal information against the pub- 
lisher of that journal. We may briefly sketch the 
incidents which led to, and in our opinion amply 
justify, his recent action. ... 








TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Сее & Co (Publishers) Ltd, In collabor- 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English and Scottish case are posted to subscribers as soon 
as possible after che transcript of his Judgment has been approved by the 
Judge and is available Jc EVERY income-tax, E.P.L, profits tax, stamp duty, 
and estate duty Judgment In the English and Scottish Courts ls reported 
e reports are accredited for citation in Court, and are prepared by 
r N. E. Mustoe, О.С. ж The гарога Include full reports of the Judgments 
with detalled head-notes ye Tables of cases and of statutes Judictally сољ 
sidered, and a subject Index, аге provided ar the end of the year on 
completion of each volume. 


Annual Subscription 30/- post free 


GEE & COMPANY (PUBLISHERS) LIMITED 
27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 
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_ CONTENTS | COST REDUCTION 


VOL. CXXVIII NO. 4094 


heading Arnela Page HE choice of subject for research during last winter by 
а oe members of The Institute of Cost and Works Accountants – 
cost reduction ~ seems at first sight a deceptively simple 
де es is False one for such a company of experts because keeping down costs of 
by Н. A. Briscoe, A.C.A. — 670 production is an axiomatic daily duty of accountants in industry. 
Australasian Commentary = However, in his address given at the twenty-fourth annual cost 
XII conference of the Institute, on Friday of last week, and repro- 
by S. R. Brown, LL.B., - duced elsewhere in this issue, the retiring President, Mr S. C. . 
F.C.A (Aust.) 678 TYRRELL, F.C.W.A., F.:LLA., elaborates three reasons why this 


е Nf apparently straight-forward objective has become so obscured 
Ao by current financial and economic conditions as to make further 
Coronation Honours — The . . 2 : 
Institute of Cost and Works and intensive research a prime necessity. 


Accountants — Common- 5 Two of these are the perennial problems of the impact of 
wealth in Conference – In- | inflation and the unfair ааа taxation, With regard to the 
елитна. Output ir April = former, Mr TYRRELL deplores the danger of capital erosion 


Extension of Contango Fi И : 
ilities del for US. which adherence to ‘strictly .orthedex accounting processes’ 


Business 680 during the present decline in the purchasing value of money may 

bring about and repenta the plea Бе making complete and adequate 

Correspondence provi Tor Be replacement of caia an шав part of the 

The President’s Coronation cost st of production and тюр ae it Js at present, compounded of the 

Message ~ U.S.A., and no Ti epreciation charge plus, as а makeweight, a 
d proportion of the n 


British Accounting Methods 


— Unqualified Accountants haphazár lon of the net profits. The burden of Ме 
and Co-ordination – E.P.L. TYRRELL’s complaint about the second seemingly permanent 
and Borrowed: Money problem, that of taxation, is firstly that the mechanics of computa- 


Taxation: Bankers’ васе 68a tion and assessment are unnecessarily complicated; and seçondly 


that no reliefs are given on the reserves necessary for capital 


А m replacement in excess of the wear and tear allowances. 


International Aeradio Ltd ~ 


Allen West & Co Ltd- Mr TYRRELL’s comments on the distortions to true cost caused 
Rolls-Royce Ltd – Money by inflation apd taxation are well reasoned and deserve earnest 
Market 683 consideration. A distinction must be made, however, between 
suggestions for cost reduction which involve outside issues and 
sitas oii of Cost and interests and which would certainly entail the amendment of 
T - Busen dedi existing laws, and those which may be achieved domestically by 
CUL hes HE е 686 е ехегсізе of the cost accountant’s professional skill irrespective 
of the prevailing economic and political conditions. 

Notes and Notices The third matter. affecting current costs referred to by Mr 
Personal – Professional ‘TYRRELL clearly falls into the latter category and appears to be an 
Notes – Obituary – National excellent opening for research. It is, briefly, that the amount of 
оа aod саас of. human effort being devoted to administrative duties is unduly 
ide Toudon Chanter id large in relation: to that directed to actual production. Мв 
Housing Statistics — Census TYRRELL adduces a number of reasons. for this unfortunate 
of Distribution, 1950 — The transposition and members of the Institute in the course of their 
pag три Stu- discussions will undoubtedly have found others. А full-scale 
Li Our Weekly bin = inquiry into this top-heavy tendency of modern administrations ` 


Seventy-five years Ago 690 would, in all likelihood, be richly rewarding. 


E 
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XEPLACEMENT PROFIT IS FALSE 
by H. A. BRISCOE, A.C.A. 


True income exists whether recorded or not. The writer shows that the pure 
orthodox accounting method faithfully records what has occurred and therefore 
discloses the truth, but the replacement method, he claims, records something 
which has not happened and is therefore false. 
ncc cc Le a NM EO 


for that matter accountants, that income is 


what is left over r wealth is maintained 
intact. Broadly, econoffists say that it is real 
wealth which matte d accountants, monetary 


wealth, although the latter, since inflation came 
upon us, have tome to see that real wealth cannot 
be ignored. 

The community's wealth has been likened to a 
pool, constantly renewed by current production 
and constantly depleted by consumption, the 
level of the pool d eue unchanged if the one 
balances the other. Since the level of the pool will 
rise as production pours in, income must be 
equal to the value of production, for only so 


Г: is generally accepted by economists, and 


can spending that income on consumption re-. 


move from the pool exactly what was added, and 
so maintain a constant level. /^ . 

We are left with the very simple proposition 
that if income is equal to the value of production, 
then the whole can be spent on consumption 
without disturbing the level of the pool, we can 
spend that income and still be as rich at the end 
.of the week as we were at the beginning. 


The Make-up of Income 
If we consider how income arises we find that it 
is equal to the value of production at selling price. 
To do this we have to distinguish between 
spending money, which we associate with con- 
sumption, and laying out money which is what 
the business men do when they start a venture. 
Consider the position after they have laid out 
money and before anything else happens. The 
money has been received by the community in 
wages, salaries, rent, interest and intermediate 
profit, and the business men possess the goods 
and services which have been provided as the 
result of this outlay. This is the position taking 
the business community as a whole, whereby 
outlay on transactions between separate businesses 





Mr Briscoe’s articles ‘A case for orthodox profit’ and 
‘Orthodox profit or real profit’, in The Accountant, July 7th, 
1951, and July sth, 1952, respectively, were based on the 
proposition that replacement profit is true in real terms 

ut not in monetary terms. In the present article he develops 
the subject further and reaches the conclusion that it is 
not true in either real or monetary terms. 


cancel out, leaving intermediate profit as part of 
the national income. These are the items which 
remain when all trading accounts are consoli- 
dated. At this stage the value of the goods is equal 
to outlay, and outlay is the income received by 
the rest of the community, therefore income is 
equal to the value of the product at cost.  — 
This equality is not disturbed when the goods 
are sold to consumers, which includes business 
men acting in that capacity. Аз the result of 
innumerable bargains across the counter these 
goods will acquire a higher value, but the 
difference will be profit, which is income, and total 
income will have increased by the same amount 
as the value of the product. Hence, at the final 
stage, the national income equals the value of 
the national product. Selling price then is made 
up of business men’s outlay, plus orthodox profit. 
Outlay is all income to somebody, profit is the 
business men’s income, therefore the selling 
price is all composed of income. This is one 
aspect of income. Its other aspect is that it is the 
community’s purchasing power. Since these are 
two aspects of the same thing they are equal, 
and it follows that purchasing power which arises 
whenever wealth is created is precisely sufficient 


to buy pua 
e Significance of Saving 


Since income is equal to production there would 
be nothing left in the pool if we always spend all 
our income, therefore the contents of the pool 
must be the result of not spending the whole — to 
saving in fact. Only a relatively small part of the 
contents will be stocks of goods ready for con- 
sumption, the balance will be all the means of 
production, the country's equipment together 
with stocks of raw materials and partly finished 
goods. All of it is part of past production, and is 
equal in value to the income which brought it 
into existence. 

There is no difficulty here, for we all agree 
that the national income is equal to the national 
product, and what can that mean except that if 
we spend all our income we shall consume all 
the product. It follows from this that if we do 
not spend all our income we shall not consume 
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all the product, in other words, what we save 
raises the level of the pool, by that extent our 
real wealth is increased. Hence, all the equipment 
and stocks of the country, amounting to many 
thousand million pounds, is equal to our total 


savings to date. This is our capital, represented 
by the real Welten the peal aad equal in cost 
to the income Tene Oy those who brought it 
into existence. 


Delayed Consumption Considered 


This wealth does not lie in the pool indefinitely, 
it is constantly consumed, finished goods go 
directly to the public for consumption, raw 
materials and semi-finished goods enter into the 
finished product and so leave the pool, and equip- 
ment does the same in the abstract sense that 


it is eroded by wear and tear and obsolescence, : 


which is taken care of by depreciation charged in 
our trading accounts. Is there any reason to 
think, because consumption is delayed in this 
way, since some parcels of wealth lie in the pool 
for many years, that the national income is no 
longer equal to the value of the product? 

I think not, for if the delay amounts to thirty 
years and we draw up our accounts for a period 
equal to this, we must agree that no problem 
arises, the whole of the wealth brought into 
existence will have been consumed, the income 
arising will be equal to its value at selling price 
and will have been spent in the act of consump- 
tion. The national income for the whole period 
will remain equal to the national product, and, 
it follows, will always do so irrespective of the 
time the wealth lies in the pool. If, meantime, 
prices have doubled, that does not alter any- 
thing, for the doubled prices at one and the 
same time have increased the value of the 
product at selling price and have increased profit, 
and therefore income by the same amount. The 
equality of income with the product goes steadily 
on, and the fact that prices have increased is 
merely something which we realize has taken 
place as the result of countless bargains across 
the counter which themselves caused income to 
be equal to the product. In short, a general 
increase in prices is the result of individual 
increases. Individual increases do not disturb 
our equation, therefore a general increase does 
not disturb it. We reach the conclusion that 
provided profit is calculated by the pure orthodox 
method, income will be equal to the product, 
and that this equality is not disturbed by the 
length of time wealth remains in the pool, nor 
by fluctuations in the value of money. 
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The Basis of Orthodox Accounting 


As I see it, the fundamental basis of orthodox 
accounting is: cost 1s, selling price 1s 6d, profit 
6d. On this basis the national income is equal 
to the national product, and on this basis income 
can be spent leaving us all as well off at the end 
of the week, in real terms or monetary terms, as 
we were at the beginning. It means that what we 
save is added to the wealth in the pool, and the 
total wealth in the pool is equal at cost to the 
income received when it was created, and to 
total income saved to date. То be in line with 
this, our balance sheets should be drawn up on 
pure orthodox lines. Equipment should be 


included at cost less depreciation which should 


be in line with the actual wear and tear and 
obsolescence which takes place, stock should be 
at cost and reduction to market price should be 
by way of appropriation from profit, debtors 
should be included at the figure at which they 
will appear as creditors in the other fellow’s 
balance sheet, and nothing should be included in 
creditors for prudence sake which the other 
fellow would leave out of his debtors for the 
same reason. It means that we have to abandon 
all idea of market value in our balance sheets, 
our assets appearing therein at cost being the 
income received by those who made them and 
added them to the pool. 

All accounting problems can with advantage 
be referred back to this basic principle. It logic- 
ally excludes unrealized profits but treats the 
difference between cost and selling prices of all 
property sold, as income on the one hand and as 
an addition to the value of the wealth in the pool 
on the other. You can call these capital profits, 
but they are still income, and to ignore them 
carries us too far from reality. Hence, the sale of 
a business or part of a business for more than 
cost increases the value of the wealth in the pool, 
and the difference is income. Other things being 
equal total profit from start to finish will be 
unchanged, but the part earned up to the sale 
will be increased and the part earned after the 
sale will be diminished by the ‘capital’ profit on 
the sale. This and every transaction falls logically 
into place when the basic principle is applied. 


The Problem in Figures 
By consolidating all business accounts we arrive 
at the national accounts, in which all transactions 
between business men are eliminated. I have 
for convenience put this into the form shown 
below, and have chosen a period of fifteen years, 
this being long enough to make plausible the 
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assumption that all the wealth in the pool at the. 


beginning has been consumed and replaced. In 
the: Government paper on national income and 
expenditure, my outlay on goods sold and unsold 
together with profit appear as wages, salaries 
rent and profits, balanced on the other side by 
consumption under various heads and net capital 
formation, being the gross figure less depreciation. 
The latter in my example is the difference between 
the opening and closing figures for equipment 
and stock which is {10 billion in money and nil 
in .units of real wealth. My figures are very 
roughly in proportion to the official figures, but 
otherwise have no significance. I have also, for 
simplicity, ignored the fact that part of the 
opening contents of the pool will form part of the 
cost of the goods not sold and left in the pool at 
the end, since this may safely be ignored for our 
present purpose. 
SIMPLIFIED ORTHODOX NATIONAL ACCOUNTS 
Fifteen years 1938 to 1952 inclusive 


Unit of real wealth equala £1 in 1938 and £2 in 1952 
Real units and monetary units 1 са 1,000 million. 


Openi 5 a £ Units es 0 £ Units 
ening equipment an nsumption 
stock.. vs .. IO 10 (Sales) 209 тоо 
Outlay on goods sold . 180 90 
Profit .. A .. IQ 

I 209 109 


Closing equip- 
то  ment&stock 20 то 


Outlay on goods not 1 
sold .. es vs 





£229 

The result of the fifteen years national trading 

is that 100 units of wealth have been removed from 
the pool, made up of ten which were there at the 
beginning and ninety produced during the period. 
In addition, a further ten were produced but 
not, consumed so that the level of the pool at the 
end was the same as at the beginning. The units 
were rémoved from the pool by the orthodox 
method, for the income associated with these 
units was [209 made up of cost {190 (£10 + 
£180), together with the profit of {19 being 
the difference between this cost and the selling 
price of £209. Hence the income generated by the 
creation of the wealth was exactly spent in con- 
suming it. This is perfect and complete and can 
be repeated indefinitely without altering the level 
in the- pool, irrespective of the value of money 
or the length of time covered by the transactions. 


IIO 


The Effect of Inflation 
The period taken in this example is one of 
inflation, and it will be noticed that the outlay 
on goods not sold, owing to the rise in prices, 
has increased from {10 to £20 whereby the real 
wealth in the pool is maintained at its old level. 
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'The difference is an amount saved in monetary 
terms, and we are faced with the fact that after 
saving part of our income we are no better off 
in real terms. Our natural reaction is to jump 
to the conclusion that income is not equal to the 
product, that the orthodox method is not true 
except in the special case when money is stable. 

We should logically expect under these cir- 
cumstances that if we spent all our income we 
should be worse off in real wealth for if not spend- 
ing part of our income merely maintains oür 
capital, spending it all must surely erode our 
capital, but it is here that orthodox accountants 
realize that they are right, for it is patent from 
what has gone before, that if we did spend all our 
orthodox income we should remove from the 
pool exactly what we put into it so that no 
erosion of capital would take place. Surely then, 
we argue, there is nothing wrong with the method 
— what then is wrong? 


Real Income Defined 


I'would define income in real terms as follows: 
since business first began until the present time 
there has been a continuous stream of production. 
This is real income. If at any moment it is found 
that part of this income has not been consumed 
then that part is capital. By the orthodox method 
monetary income is always equal to the value of 
production, consequently when spent it exactly 
consumes the product and when saved is exactly 
equal to the value of capital. 

Applying this to the problem created by 
inflation, instead of being surprised that by the 
orthodox method the community must save 
merely to maintain capital intact we should be 
astonished if it did not, for having left an un- 
changed quantity of wealth in the pool, since the 
income received when this was produced has 
increased, how could it remain there unless an 
increased amount of income is saved. To maintain 
a stable quantity of wealth in the pool we must 
save its original cost, whatever that may happen 
tobe. -7 

Production, consumption, income and spending 
do not exist because we record them. They are 
what takes place whether we keep records or not. 
Production cannot be other than equal to income 
and consumption to spending, this is the inevit- 
able truth, and it follows that what we pompously 
describe as our accounting principles will reveal 
the truth if we confine ourselves to recording 
what has happened and will hide the truth if we 
falsify -those records. Thus humbled by the 
truth it may help if we think of production 
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stretching in one long line fon the beginning 
until now, and income equal to its value along- 
side it. Prices may double, treble or multiply 
themselves a hundred times, but income will still 
be equal to the value of the product. Income 
spent rubs out that part of production equal to 
it in value as if it had never been, income saved 
leaves in the line production equal to it in value. 
There is no room for doubt that the income 
which rubbed out production was equal to it, 
nor that income saved is equal to what is left, 
for income spent plus income saved is equal to 
total income and production consumed plus 
production remaining is equal to total production, 
whereby total income from the beginning until 
now is equal to production. Hence inflation 
requires more income to be saved to maintain 
an unchanged level in the pool of wealth. 

Our first reaction to the effect of inflation was 
that income by the orthodox method was not 
equal to the product, and was, therefore, false. 
On investigation we find that on the contrary it 
is because income is equal to the product that 
more must be saved and the orthodox method 
remains true. 


Financing Inflation 
This does not mean that inflation does not create 
financial problems for business men, but it does 
mean that the replacement method of alleviating 
their difficulties involves a false declaration of 
profit to which I will return later in this article. 


The lamentations of business men, their associa- 


tions and the financial Press to the effect that 
unless orthodox methods are abandoned, business 
assets will wither away for lack of funds to 
finance them, are, 1 maintain, untrue, and any 
financial problems experienced. are, I submit, 
due to difficulties in obtaining access to savings 
not to savings being insufficient. 

If we reduce the working of the banks and the 
money market to its bare essentials by ignoring 
government borrowing and by supposing that 
modern banking methods existed in the beginning, 
neither of which affect the principles involved, 
we have the proposition that the first outlays 
by business men provided the community with 
income and left the business men owning the 
wealth produced, having borrowed its cost from 
the banks on overdraft. At this stage the banks 
had a liability for the cash held by the com- 
munity, and were owed a similar amount by 
the business men, the community had saved the 
same amount and this saving was equal to the 
cost of the product. Presuming it was all sold at 
a profit and the profit was spent by the business 
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men, then they would get their money back 
and would repay their overdrafts, the wealth 
would be consumed. and the position would 
return to zero as at the commencement. Cash out, 
wealth created, wealth consumed, cash returned 
is the consequence, hence to the extent that 
wealth remains in the pool the business men are 
out of their money. 


The Financial Sequence 

If, on the next round, for instance, part of the 
product is in the form of capital assets not 
available for consumption, income to this extent 
will be saved. To the extent that this is profit 
ploughed back the money ‘will have returned 
to the business men, to the extent that it is saved 
by others it would be available to the business 
men if they offer sufficiently attractive terms. 
Hence outlay returns to the business com- 
munity quickly when goods are sold for con- 
sumption, but slowly when the consumption 
consists of wear and tear of equipment. Neverthe- 
less, the value of the equipment and stocks lying 
in the pool, represented in our simplified case 
by overdrafts, are necessarily equal to savings. 
These savings are immediately available to 
business men to the extent that they are ploughed 
back profits and indirectly available through the 
money market if they are other peoples’ savings. 

The overall effect is that the business world 
finances itself by means of overdrafts in the first 
instance only. If the goods lie long in the pool 
the business men attract the corresponding savings 
by issuing debentures, preference or ordinary 
shares so that their monetary capital is made up 
of these plus their own ploughed back profits, 
overdrafts being repaid. Consequently, out- 
standing overdrafts very roughly correspond to 
cash received as income which has been saved, but 
remains in the community’s pockets for daily 
needs plus some in the bank to cover current 
liabilities, plus something on top for contingen- 
cies. 

Savings Necessarily Exist 

It follows that the fact that savings are equal 
to outstanding outlay by business men necessarily 
provides them. with funds to finance inflation or 
expansion or both. Any difficulty which arises 
must be due to some friction in the market which 
prevents business men obtaining access to savings 
which must exist, but even this will not slow 
down the economy provided overdrafts are not 
restricted and business men are prepared to use 
overdrafts more freely than is normally con- 
sidered wise. If part of savings take the form of a 
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budget surplus directly or indirectly the сог- 
responding repayment of national debt provides 
the community with funds. 

I believe that investigations into business 
balance sheets, with the object of proving that 
business activity because of inflation will gradu- 
ally cease for lack of funds, are misdirected and 
that it would be better to try to find out why 
business men are finding it difficult to obtain 
access to savings which must exist. _ 

I submit that the banks and the money market 
between them are able to finance inflation or 
expansion or both because savings are equal to 
business men’s outlay on goods remaining in the 
pool. That savings are equal to this outlay is a 
corollary of the equation, income is equal to the 
value of the product on which the truth of the 
orthodox accounting. method is based, hence, as 
we should expect, the only true method of 
calculating income, irrespective of the value of 
money, cannot create a money hiatus. Orthodox 
accounting stands firm, and .we must look else- 
where to explain any financial difficulties we meet. 


The Injustice of Inflation 


Inflation is dishonest, but dishonesty does not 
erode capital. The burglar gains by his thieving, 
the victim loses, but the community as a whole 
neither gains.nor loses. Obviously there is no 
physical destruction of wealth as a result of 
inflation, hence those who are mulcted by it 
must be offset by those who gain. 

The business man, although he deals in real 
wealth, cannot make a living except he turns 
his goods into money, for what he gets back 
over and above what he lays out is his income. It 
may be many years before his money returns and 
if inflation intervenes he finds he can increase 
his margin over his outlay. 

The position, then, is that those who are cur- 
rently earning. {1 for producing one unit of 
wealth, when they buy goods which have been 
lying long in the pool get two units for their 
pounds, because of inflation, except to the extent 
that the business men improve their margin of 
profit. 

It follows that those who quickly spend their 
income are the robbers and those who laid out 
their money to keep goods in the pool, are the 
victims, but there is no loss to the community 
as a whole. The cure for this injustice is to stop 
inflation, but if the community think they can 
build a better world by being dishonest with 
one another and prefer to let what they hope 
will be a mild inflation continue, then they find 
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that this is one of many injustices which need 
correcting. 

If, to remedy this, profit is calculated other 
than by the pure orthodox method, inconie 
ceases‘ to be equal to the value of the product 
and savings cease to be equal to the value of the 
goods in the pool. There is no way out by such 
means unless we are prepared to abandon the 
truth. We might argue that this is worth while 
to achieve justice, but would it succeed? 

Since the business man cannot make an 
income unless he turns his real wealth into money 
his choice of an investment is not fundamentally 
different from the bondholder. He normally takes 
a risk while the bondholder seeks security, but 
both invest money and both get their money 
back some time. The greater part of today’s 
capital was invested before the risk of inflation 
reared its ugly head. The business man looked 
for a greater return to compensate for his risk, 
and the bondholder was satisfied with a small 
fixed return for the sake of security. The effect 
of inflation is that the boot is on the other foot. 
The business man’s risk declines and his income, 
being his margin over original outlay, improves as 
the years pass, while the bondholder has no 
redress, he cannot demand repayment of more 
than the sum named in.his bond, and his income 
meantime is fixed. 


The Decline of the Bondholder 


If these conditions continue long enough no 
one will be interested in bonds unless they con- 
tain a gold clause, as introduced into a recent 
French Government issue, but equities will con- 
tinue to make saving worth while because the risk 
element declines and the income margin increases. 
If our purpose is to remedy the dishonesty of 
inflation we should start with the bondholder, for 
he is of great importance to the community which 
could not carry on if he died out. 

As to the equity holder, to the extent that he 
takes advantage of inflationary conditions to 
improve his orthodox profit on sales of goods 
which have remained long in the pool, to that 
extent he has recovered the loss he suffers as the 
victim of the thieving consumer, and but for 
taxation which tends to pass it back again, he 
would have little cause for complaint and the 
incidence of taxation is outside the scope of our 
subject. 

Next on the list for attention come pensioners 
and annuitants and, in addition, the income of 
wage and salary earners-always-lags behind when 
prices continually rise so that to my mind, if 
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. we are anxious to achieve justice we should never 
reach the turn of the equity holder, for long 
before we had satisfied prior claims we should 
have discovered that correcting its dishonesty 
turned slow inflation into galloping inflation, and 
the remedy would have proved itself worse than 
the disease. 

Once it is grasped that there is no monetary 
hiatus, that inflation by reducing trading risks 
and increasing orthodox profit assures an adequate 
flow of outlay to maintain the pool at a high level, 
and that orthodox income, being equal to the 
product, cannot cause any errosion of capital, 
the case for the retention of orthodox methods is 
confirmed. It is the true method because in its 
pure form it faithfully records what has happened. 
Since there can be only one true profit it remains 
to show that replacement profit is false which I 
proceed to do. 


Replacement Cost Accounting 


We are indebted to the Association of Certified 
and Corporate Accountants for stating the case 
for replacement accounting. In their treatise, 
Accounting for Inflation recently published, they 
bring together for the first time the difficulties 
involved, the arguments for and against, what it 
is hoped the new method will achieve, and the 
experience gained in other countries.! As I under- 
stand them, they are not so much concerned with 
the necessity for finding the extra capital needed 
to replace assets in times of inflation as to ensure 
that the true cost is charged against sales to arrive 
at profit, and true cost, they insist, is today’s 
cost, not yesterday's cost. The essence of their 
case is stated in their chapter ‘The replacement 
cost approach and fixed assets’ in which they 
point out that current production is not all 
available as income because out. of it we must 
first make good in real terms everything drawn 
from the pool of wealth. Only the balance after 
we have done this is true income. 

They base this on the conception of the nature 
of income and capital defined by Professor 
Pigou in 1941 which I quote from page 52 of 
their treatise as follows: 

‘Capital consists at any given moment of a 
definite inventory of physical things. What these 
are depends in part on how the general interplay 
of demand and supply has worked in the past. 
But at any given moment they are constituted by 
an unambiguous physical collection. In order that 

_ capital may be kept intact, if any object embraced 
in this collection becomes worn out or is thrown 





1 Gee & Co (Publishers) Ltd, London. Mentioned іп a 
leading article in The Accountant of October 18th, 1952. 
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out “scrapped”, it must be replaced by “equivalent” 
objects. When we have got hold of this notion 
‘we are able to develop a correlative notion, net 
real income. From the joint work of the whole 
mass of productive factors there comes an (annual) 
inflowing stream of output. This is gross real 
income. When what is required to maintain 
capital intact is subtracted from this, there is 
left net real income.’ 

This I-submit is true in the sense that if you 
are observing a society which is currently in- 
creasing its real wealth, you would notice that 
this had happened, but is false as a definition of 
income. 'T'his is no new problem. 


The Effect of Living on Capital 


The ancient Egyptians in the time of Joseph 
decided to save from their abundant crops 
during seven fat years, and during that period 
their income was what they produced, and at 
the end their capital was what they had saved. 
'Then the lean years came, the harvest dropped, 
the people were starving, and according to Pigou 
tliey would have to die, for the food available 
could not exceed income, and income is what is 
left after maintaining capital intact. 

You may point out that Pigou would not stop 
them from dipping into their capital, but if they 


'do so each year, by an amount equal, say, to 


their current crops, then strictly in accordance 
with his definition they have no income. If 
x units is their current crop and they take x 
units from capital, then to arrive at their income 
we must subtract from the inflowing stream x, 
the amount required to maintain capital intact x, 
leaving income o, which is absurd. 

Pigou avoids this absurdity by perpetrating 
another. He says that from the joint work of the 
whole mass of productive factors there comes an 
(annual) inflowing stream of output. He includes 
in this stream the goods which already lie in the 
pool, hence the annual income in the above 
example is calculated as follows: x units from 
the pool, plus x units of current production, less x 
units to maintain capital intact, equals current 
income of x units. This brings him back to true 
income, equal to current production, at the ex- 
pense of first including past production in current 
production followed by an item which tells us 
that capital has been maintained intact, whereas 
in fact, it has not, which. once more is absurd. 

In modern times Pigou cannot escape the 
implication of this result to the extent that he 
includes in the inflowing stream stocks . of 
finished goods lying in the pool at the beginning 
of the period, but he might point out that in the 
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case of equipment and stocks of raw materials 
and semi-finished goods we cannot achieve 
current production without consuming these 
items. I put it to you that this consumption must 
be regarded as a decision to live on capital, for 
we must avoid the absurdity of regarding it as 
part of current production. Whether or not the 
community decides to save out of current pro- 
duction sufficient to offset the amount taken from 
the pool is their business, and I, as an accountant, 
would not presume to interfere, and I suspect 
the motives of all economists who want to 
interfere. 
^ The Keynesian Approach 

According to Keynes,! income is equal to the 
value of current output, and he goes on to show 
that capital will be maintained intact if con- 
sumption is equal to this, but it may be more, 
in which case capital will be eroded, or less, 
when capital will be increased. Now income so 
defined is not an amount left over after main- 
taining capital intact, and by 1945 Pigou had 
come to see this, for in Income? published the 
following year he writes, (Chapter 1): 

‘The real income accruing to a group of people 
in a year consists of two parts; real consumption – 
the mass of stuff consumed – and real investment – 
net creations of new capital. Real consumption is 
necessarily positive; for negative consumption is 
inconceivable and nil consumption for any length 
of time would involve the extinction of mankind. 
Real investment may be either positive or negative. 
That is to say, real income may either exceed real 
consumption, in which case the balance consists 
of new capital construction; or real income may 
fall short of real consumption. In that case the 
deficiency is filled by using up existing pieces of 
capital or by neglecting to maintain capital intact.’ 
This can mean one thing only, that income is 

something which is quite independent of main- 
taining capital intact, for having calculated 
income we can compare it with consumption and 
discover that we have been living on our capital. 
This being agreed the whole case for the re- 
placement method collapses, and with it the 
proposition that true cost is current, not original 
cost, for it is found that real income may be less 
than consumption, in which case the difference 
will be made up by not maintaining capital 
intact. We are left with the proposition that true 
cost is original cost and maintenance of capital a 
question of how much the community decides to 
consume. 

1 ‘The General Theory of peram) Interest and Money’, 
J. M. Keynes, Chapter 6. (MacMillan & Co Ltd, London.) 
* MacMillan & Co Ltd, London. | 
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The Replacement Method False but Alluring 


The replacement method has a world-wide appeal 
because in monetary terms it has certain attractive 
effects. Like the Douglas Credit Scheme it is not 
that it is true, but how grand it would be if it 
were. I think the authors of Accounting for 
Inflation have devoted too much of their treatise 
to discussing how it can be done and the ad- 
vantages of doing it, and too little to establishing 
its truth. I realize that, as they point out, it is 
difficult to come across the fundamental principles 
held by orthodox accountants, for, like the classical 
economists, so much of what they held true was 
taken as axiomatic, yet it is strange that Keynes 
is not once quoted in their book, for Keynes laid 
the foundations on which all the rest have built, 
and was at great pains to reconcile accounting 
and economic theory. 

The essence of the matter is simple enough. An 

icle was made at a cost of 1s od last year and is 
sold this year for rs 6d by which time the cost of 
producing a similar article for sale, in order to 
continue in business, is 1s 3d. The orthodox 
profit on this venture is 6d, the replacement profit 
is 3d, and until we have decided whether, from 
the selling price of 1s 6d we should deduct 1s od 
or 15 3d to arrive at profit, the advantages of 
either method, the incidence of taxation, the 
financing of business and the method of cal- 
culation, must all be kept out of the discussion, ) 


The Replacement Method Wrongly Applied 


The authors interpret Pigou’s first definition as 
follows: 
‘Applied to the individual business, profits 
nsist of the residual left after having deducted 
{from the. balance of operating revenue over outlay 
the costs of maintaining, in physical terms, the 
[fixed and floating assets of the business intact.’ 
This means that they claim that profit is 3d only 
although the difference between the money laid 
out and the money gathered in is 6d, and they 
charge opening equipment and stock at current 
cost amounting to £20 instead of its actual cost 


‘of Хто shown in our example. Apart from the 


truth of the matter it does not follow that this is 
the correct way to interpret Pigou’s first definition 
of income, for he defines total income, not profit, 
which is only a part of income. A more obvious 
interpretation would be that the required ad- 
justment should be made to wages, salaries, 
etc., for it is cost which they say has increased. 
It does not cause replacement accountants any 
embarrassment that the business men, having 
gathered in £19 more than they laid out, only £9 
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of this should be called income, hence it should be 
equally acceptable that the wage earners etc., 
should receive {10 extra which would not be 
income and is not, therefore, available for 
spending, but must be used to invest in industry. 
Since in times of inflation it is I think the rule 
rather than the exception to fix selling prices to 
show a ‘normal’ profit on replacement cost, the 
business men have, in fact, collected this extra 


money and would merely hand it back. If you tell ` 


me that as owners of the contents of the pool all 
the advantage should go to them I admit they are 
the owners, but add that it is not profit but total 
income which it is claimed is left over after capital 
has been maintained intact, and how it is shared 
between the different sections of the community 
should be decided in open market not arbitrarily 
imposed by accountants. 


То recapitulate, I claim that Pigou's first 


definition of income is false, that replacement 
accounting which is based on it is, therefore, 
false, that the method adopted is not in accordance 
with the definition, and finally, the required 
result can be obtained only by falsifying the 
record of what has taken place. 


True Accounting Reports the Event 


We may take it as an axiom that any accounting 
statement, to be true, must report what has 

d, which is why I insist that the final 
aim of our profession must be the pure orthodox 
method, for when we allow market valuation to 
creep in we no longer report what has happened. 
What has happened is that goods: have been 
produced and consumed and for each movement 
in real wealth money has changed hands and can 
be counted and set down, and being set down it 
will be a record of the truth for even the con- 
tribution from the past must be an exact amount. 
The truth cannot be different from what has 
happened, and the pure orthodox method is 
true because it does not do other than record 
the transactions which have taken place. True 
income is not something which can be built up 
on paper according to a formula, it is something 
which has already been received before we put 
pen to paper. 

, then, we are content to set down what has 
taken. place, our result will: be the orthodox 
result, not the replacement result, for the latter 
can be achieved only by setting down something 
which did not happen, namely, current cost for 
original cost. This is what we should expect, 
for the method is based on a false definition of 
income. and. cannot, therefore, be. carried out 
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except by falsifying the record, for a true report 
of what took place inevitably gives the orthodox 
result. It follows that the community must 
accept the responsibility to conserve its wealth, 
it must save in times of inflation the extra 
required to maintain the level of the pool, for 
it cannot expect to achieve this result painlessly 
by adopting false accounting methods, it must 
accept the true orthodox method and discipline 
itself, not expect to be disciplined by its econo- 
mists and accountants. 


The Choice 


Let us suppose that in spite of the fact that 
replacement profit is false and unfair it has never-. 
theless been adopted, and we will also suppose 
that it has achieved the maximum effect desired; 
in other words, the whole of the cost of inflation 
has been added to the selling price and full tax 
relief has been given, the lost revenue being 
recovered by increasing taxes on other income. 
The result would be that consumers could 
obtain less goods for their income, in the first 
place because of the increase in prices and 
secondly because they are left with less income 
after tax. This would release resources for the 
business men to employ in adding to their equip- 
ment and for building up their stocks. 

When we think of the large amount involved 
and the fewer consumer goods then required 
it might well be that they would not need to add . 
to their assets to this extent and mild unemploy- 
ment might appear, accompanied by a break in 
prices and the end of inflation. I do not for a 
moment believe that it would work out like this, 
but if it did there are many who would agree that 
the result is just what the.country needs. What 
then is the position of our profession? Since we 
have in the past and still do depart from the truth 
with the best of intentions, justifying ourselves that 
what we do is in line with accepted accounting 
principles, why should we refuse to do this thing, 
for even if it did not come off everyone would 
have to admit that our intentions were good. 
What then is our duty to society? 

If a cashier knows that the boss is extravagant 
and is ruining his business should. ће make it 
appear that the.cash balance is. worse than it 
actually is, hoping. thereby to check the pro- 
prietor in his foolhardy course? І -say: that Һе 
should not, that his job is to record the cash 
received and the cash paid. out and to return. a 
correct balance in. hand, and this I consider in 
our wider field is the duty of accountants. They 
should record the business man's outlay and the 
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money he gathers in and return the difference 
as profit. Here, then, is the choice. Do we conceive 
it our duty to report and certify the truth or do 
we think that we should abandon the truth 
because in our honest opinion we think that the 
truth is not good for the people, that they will be 
better off if they can be persuaded to accept as true 
our departures from the pure orthodox method on 
the strength of our reputation and our certificate? 


The Ultimate Aim of our Profession 

I am afraid that the spirit of our times is in favour 
of the latter, that because we have believed that 
results may be certified as true if they are in 
line with what has become conventional or is 
accepted as an accounting principle, we are half- 
way to adopting the replacement method as a 
helpful contribution to the circumstances of our 
times. To report the truth is uninteresting, any 
competent book-keeper can do it, but to decide 
whether this or that desired departure from the 
truth is justified, calls for skill, judgment and 
experience and we like to feel that i in this way we 
can be of greater service to society. 
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Now that we are faced with the gravest and 
most far-reaching decision in the history of our 
profession we find that Meredith is right, ‘We 
are betrayed by what is false within’, and it 
behoves us to put our house in order. I realize, of 
course, that with the goodwill of all it would be 
many years before we could hope to achieve the. 
pure orthodox method, but we could do much 
to strengthen our case by adopting this as our 
goal in all its simplicity, but instead many of us 
seem to delight in complications, we are thrilled 
by the idea of accounting research, we can 
scarcely contain ourselves as we wait for the day 
when at last we shall be permitted to get rid of 
yesterday's pounds in today's balance sheet, we 
want to believe that we can contribute more to the 
brave new world than just certifying profit 
computed in accordance with dreary orthodox 
methods. Yet beneath it all I think that in our 
hearts we value those things which are honest, 
just and of good report, and I hope and believe 
that the result of this trial of our strength will be 
that we shall turn our backs on what is false and 
embrace the truth. 


AUSTRALASIAN COMMENTARY —XII 


Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered — 


accountants in Sydney, Australia. He is the author of several text-books on’ 
accounting and company law. 


Case Study 

HE March issue of The Chartered 

Accountant in Australia carries a case study 

of a particular audit procedure relating to 
stock-in-trade. It was presented for publication 
by the Australian Charterel Accountants’ Re- 
search Society (Victorian Division) and refers to 
a company which operates a chain of city, sub- 
urban and country retail clothing stores supported 
by a central warehouse or bulk store and a small 
tailoring factory. 

This study (which, incidentally, does not repre- 
sent the views of the Society) sets out the actual 
audit procedures followed by a member of the 
Society's discussion group. In addition, it details 
the internal control in regard to the handling of 


stocks and the prescribed stocktaking system, and. 


the queries and suggestions of the auditors are 
added in the appropriate places. 

There is, of course, too much detail to describe 
here, but items of interest from the audit point of 
view are: 


(a) the company's time schedule of stocktaking was 
forwarded in advance and allocation of duties 
examined for any weakness in stocktaking, 
internal control or variations from standard 
practice; and 

(5) а perusal was made of approximately 50 per cent 
of count cards to ensure that valuations 


appeared reasonable. 


Stock Certificate 
The stock certificate obtained by the auditors in 
the case referred to above was signed by two 
directors of the company and set out: 
(i) that stocks were taken and valued under their 
(the directors’) supervision; 
(ii) that the quantities, values and extensions of 
the stock sheets were correct; 
(iii) that the basis of valuation was at or under cost; 


(iv) that no obsolete or slow-moving stock was 
аи in the stock sheets except at realizable 
value; 


(v) that the goods included in the stock sheets had 
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not been sold or invoiced to customers and 

were the unencumbered property of the com- 

pany; and 

(vi) that all goods in the stock sheets had been 
taken up in the books of account prior to the 
closing of the books at that date. 


It is interesting to note that the auditors 
thought that the stated basis of valuation, ‘at or 
under cost’, was not sufficiently explicit but 
representations to the client for a change were 
deferred until the following financial year. 


Pricing Policy 
In the opinion of Mr D. К. Rickard, a.a.s.a., the 
main items of information which, generally speak- 
ing, an accountant should furnish to management 
in order to assist it in establishing its pricing 
policy are: 
(1) costs in terms of units of products; 
(2) overall costs to make and sell, rather than costs 
for inventory valuation; 
(3) cost differentials arising from different methods 
of sale or delivery; and 
(4) normal costs rather than short-run actual or 
expected costs. 


The author emphasized the importance of 
distinguishing between the short-run and the 
long-run. Whatever information one has at his 
disposal, it is to be remembered that normal con- 
ditions seldom prevail over short periods of time, 
and management is constantly faced with the need 
for modifying and adapting long-range plans and 
policies to the conditions which exist in each 
particular stage of the shifting business picture. 
(The Australian Accountant, February.) 


Single Track 
The single-track method is explained by Jan 
Szary (a nom de plume) in the March issue of 
The Chartered Accountant in Australia as one of 
two methods used in Europe in order to compile 
accounting records so that they include both 
historical and budget figures. 

This method requires that at the beginning of 
the financial year all accounts which are subject 
to budgetary control are opened in red ink, the 
expenditure items being credited and the income 
items debited. At the end of each month, the 
monthly expenditures and incomes (posted to the 
accounts in the ordinary way) are totalled in red 
ink and posted to the opposite side of the budget 
control account. At the end of the year the balances 
of red figures are carried to the budget surplus 
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the budget control account which indicates net 
surplus or deficiency. The author gives a thirteen- 
page worked example of the accounts of a sporting 


. association, illustrating the use of the method. 


Goodwill in Accountancy Practices 


An anonymous contributor to the March issue of 
The Accountants’ Journal of New Zealand, con- 
tends that no definition of goodwill which was 
appropriate to both commerce and the professions 
could be formed. Тће basis of this contention is 
the fact that when a commercial business is sold, 
no change being made in its products, the real 
goodwill can pass from the vendors to the pur- 
chasers, but it is never certain — though it is 
possible- that professional goodwill сап be 
delivered to and held by a purchaser. Professional 
goodwill is unpredictable and there is a tendency 
for it to remain with its creator. 

On the valuation and payment of goodwill the 
writer suggests that the method having the 
greatest merits is one which provides for a 
percentage of the gross fees on a reducing scale 
for three to five years following the sale of 
the practice. The possible disadvantages to the 
vendor attaching to this method must not be 
overlooked, however. These are: the payments 
may be taxable in his hands; he would suffer from 
any mismanagement by the purchaser; and he 
would be in the position of a deferred creditor. 


Cost of Sales System 
One of the main features of an industrial account- 
ing system in operation in a well-known New 
Zealand motor firm is the cost of sales system of 
accounting. This is described by Mr H. W. 
Martin, A.C.A.L, in the March issue of The 
Accountants’ Journal of New Zealand. 

The essence of it is a debit to cost of sales and 
a credit to inventory, in addition to crediting 
sales and debiting debtors. This is only made 
possible by having a complete system of perpetual 
inventory control for all commodities held in 
stock. The system takes the place of the more 
orthodox trading account which carries a debit 
of opening stock plus purchases, less closing stock 
and a credit of sales. 

In passing it is interesting to note that in this 
firm, particular emphasis is placed on audit. This 
starts with internal audit in the plant. In addition, 
there is the work done by the local representatives 
of the American Corporation’s auditors, together 
with a two months’ visit each year from a travel- 
ling representative of the Corporation’s own audit 


and deficiency account, including the balance of ~Staff. 


~ 
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WEEKLY NOTES 


Coronation Honours 


It is with pleasure that we offer our congratulations 
to those members of the profession whose names 
appear in the Coronation Honours List. 

Among the Knights Bachelor we note the name of 
Mr Stanley: Walter Rawson, F.c.w.a., Director- 
General of Machine Tools, Ministry of Supply and 
Vice-Chairman of John Brown & Co Ltd. 

The C.B.E. has been awarded to Mr E. H. 
Everson, А.5.А.А., Command Secretary, Far East Land 
Forces, War Office, and two members of the pro- 


fession receive the O.B.E.; they are Mr H. J. Cart- | 


wright a.s.a.a., Principal ' Accountant, Ministry of 
Works, and Mr A. L. A. West, F.1.M.T.A., Treasurer, 
North-West Metropolitan Regional Hospital Board, 
and a member of the Council of the Institute of 
Municipal Treasurers and Accountants. 

Among those awarded the M.B.E. are Mr W. H. 
Green, A.8.A.A., Senior Executive Officer, Ministry of 
National Insurance, and Mr J. R. Reed, F.c.w.a., 
Office Manager and Branch Accountant, English 
Electric Co Ltd, Preston Works. 


Commonwealth in Conference 


One of the happy consequences, at a more mundane 
level, which follow from the Coronation is the oppor- 
tunity it gives Commonwealth Prime Ministers to 
review their current mutual political and economic 
problems. The conference of Prime Ministers held 
this week has been concerned, it is believed, mainly 
with foreign affairs, but a ‘number of economic 
affairs must of necessity obtrude. 

One of these has been the question of imple- 
menting the decisions about the convertibility of the 
£ taken at the last Commonwealth conference. It is 
now obvious that the timing of certain of the pre- 
liminary steps in this direction has been altered in 
` the light of the United States’ Administration wishes 
(expressed some time ago to Mr Butler in Washing- 
ton) to study further the possibility of giving positive 
and practical backing to the scheme. The problem 
therefore remains of deciding what is to be done in 
the interim and to consider what will be done if the 
reaction of the United States is in the end somewhat 
negative. The immediate interim step will probably 
be to prepare the way for a freeing of trade outside 
the dollar area. One way in which this could be 
helped would be for a closer collaboration between 
the Sterling Area and the O.E.E.C. countries on 
certain matters. Tentative moves in this direction 
are already being made in the hope of a possible 
joint approach to Washington in due course. 

This. temporary: veering from course could.alone 
give rise to a good deal of discussion about the 
adjustment of internal policies and external relations 
among Commonwealth countries. 


\ 
\ 


| 


The Institute of Cost and Works Accountants 


Mr Francis №. Н. Saunders, F.c.w.a., who was 
elected President of the Institute of Cost and 
| Works Accountants 
for 1953-54, at the 
annual general meet- 
ing in London last 
Saturday morning, 
commenced his car- 
eer in the Civil Ѕег-. 
vice. In 1916, how- 
ever, he joined the 
staff of Peek, Frean- 
& Co Ltd, where he 
c» is now manager of 
4 the clerical organiz- 
ation. 

Аа , He became an As- 
Mr Francis W. Н. Saunders, F.c.w.A. eociate of x Insti- 
tute of Cost and Works Accountants in 1934 and 
a Fellow in 1939, and has held the presidency of 
both the London and Eltham branches, completing 
his term of office with the Eltham branch this year. 
Mr Saunders, who is 53 years of age, represents the 
Institute on the British Standards Institution Com- 
mittee for Office Equipment and Supplies Standards, 
and was a member of the Institute's first Research 
Committee which in 1940 produced the booklet, 
The Problem of Selling and Distribution Cost Accounting. 

As recorded on another page of this issue, Mr 
Stanley eae M.C., F.C.1.8., on June 15th completes 
twenty-seven years’ 
: service with the In- 
| stitute as secre 
and latterly as direc- 
tor. He served with 
distinction during 
the First World 
War, in which he: 
received his com- 
mission in the field, 
+ being later awarded 
1 the М.С. for con- 
4 spicuous gallan 
5 at Arras. = 








Mr Stanley Berger, м.С., F.C.Ls. was appointed Sec- 
retary of the Institute in 1925, the combined mem- 
bership and student strength was a little over 1,000, 
and candidates at the June 1925 examinations, 58. 
Today, the membership is 4,000 Fellows and 
Associates and about 11,500 registered students. 

During the Second World War, Mr Berger served 
on the Accountancy Advisory Committee to the 
Ministry of Labour and National Service dealing 
with the placing and training of costing personnel, 
the consideration of deferment applications, the 
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issue of postponement certificates and restrictions 
under the Essential Works Orders. | 

Mr Berger was а member of the British Manage- 
ment Council under the chairmanship of the late 
Lord Leverhulme, and he also served on the Com- 
mittee on Education for Management appointed by 
the Minister of Education to advise on educational 
facilities required for management in industry and 
commerce, under the chairmanship of Lieut.-Col. 
Urwick. He acted as secretary to the management 
accountancy team which visited tlie United States 
under the auspices of the Anglo- American Council in 
1950. In 1951 he visited all the main centres of 
Institute activity in South. Africa, and addressed a 
meeting of the National Development Foundation of 
South Africa. 


Industrial Output in April 


It was in the spring of 1952 that the recession showed 
up as a general feature in consumer goods and some 
export industries. This April, the official industrial 
production index is some six to seven points better 
than in April last year according to provisional 
estimates. Owing to the way in which Easter fell this 
year, the month was not as as March, however. 

March, in fact, benefited па a notable resurgence 
in the output of motor vehicles. This is an important 
element in the total index, for the vehicle industry 
has a most significant effect on the output of a 
wide range of component industries and its changes 
one way or the other are quickly passed on to them. 
Provisional figures for April suggest that the good 
performance of vehicles in March was carried on into 
April so there should be a corresponding Шр to the 
component industries at the same time. 

There are several indications that the slack in the 
economy (not that there was much of it) has been 
taken up this spring. The advent of the Coronation 
has probably aided resilient retail sales and there have 
been signs of rising output in significant basic 
industries. Coal production has gone up, notably 
in May, although there has been the usual seasonal 
fall-off in other fuel and power industries. Transport 
takings too have been encouraging of recent weeks. 
There is little doubt that the Coronation has had a 
boom effect on an economy that was already working 
very close to full employment. It remains to be seen 
how long this can go on. 


Extension of Contango Facilities 


It ів not likely that the restoration of contango 
facilities between one broker and another, announced 
last week, will result in any great stimulus to turnover 
on the Stock Exchange but the step is welcome as a 
matter of principle, if little more than a theoretical 
freedom is gained for the time being. 

Contangoes - between broker and jobber were 
allowed as from May, 1949. Ву this means brokers 
were able to notify jobbers of their -carry-over 
requirements and jobbers married off ‘bulls’ and 
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‘bears’ - the rest having to fend for themselves. It 
was open, as a system, to various criticisms one of 
the most important being that it was necessary for 
brokers to disclose their position to jobbers which was 
contrary to the traditions of the Stock Exchange and 
undesirable for obvious reasons to brokers. 

It is to be expected under the new arrangement that 
a system very similar to the pre-war one will come 
into being. Rates were posted up and contango 
dealings were done at middle prices between any 
two parties interested. It is likely that any change 
there will be in the business of the market will be in 
the direction of cheaper dealings. 

The amendment bringing back full contango 
facilities is subject to confirmation next Monday. 
In addition to changes to the rules, brokers are 
required to give returns in March and September 
showing amounts outstanding on contango account – 
in the same way that jobbers do at present. 


Outlook for U.S. Business: 


'The economic nightmare of the western community 
of nations is a mild recession in the United States — 
even one of a few per cent. Experience of the 3 per 
cent set-back in 1949 which proved to be little more 
than an inventory adjustment was bitter for coun- 
tries on the eastern side of the Atlantic seaboard. 
Marginal movements in the United States economy 
are likely to continue to mean major changes in the 
export activity of those countries to the dollar area 
and that spells serious repercussions on their balance 
of payments positions. 

Last week Government economists in the United 
States reported that they considered domestic busi- 
ness activity would be maintained at a high level 
throughout the remainder of 1953. Small gains in 
national output are expected and these should 
offset any tendency there may be towards falling 
prices which may develop in farm products. Тће veal 
spots are likely to be motor-car production, housing, 
farm prices and income and business investment. 
Of these, at the moment only farm prices are showing 
a weak tendency. In other cases, the danger is poten- 
tial rather than actual. On the positive side it seems 
certain that federal spending will continue at a high 
level for some time to come despite political pressure 
from certain sections within the Republican party 
for a balanced budget. 

At the moment the economy is in a state of equil- 
ibrium and this condition is expected to go on until 
some time in 1954. The difference of opinion between 
the optimists and the pessimists is small and is 
certainly no more than a difference of emphasis and 
timing of any change that may come in due 
course. But it has to be remembered that it will 
require only a small change in either direction — it 
need not amount to either a wild boom or a serious 
recession — to have a profound effect on He economies 
of Western Europe. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


The President’s 
Coronation Message 


Sir, — May I, through your correspondence columns, 
express to our President the gratitude of chartered 
accountants for his stirring message on the occasion 
of the Coronation of Her Majesty Queen Elizabeth II. 
This most beautiful and moving expression of 
thoughts which lie in the hearts of all of us ranks 
high in contemporary prose. 

We are indeed grateful to our President for opening 
his address at our annual meeting in a manner’ so 
worthy of this momentous year, and to you, Sir, for 
giving us the opportunity of echoing those thoughts 
whilst re-reading the message on the front cover of 
The Accountant last week. 

Yours truly, 
ANONYMOUS. 


U.S.A. and British Accounting Methods 


Sir, – The letter from ‘An English А.С.А in The 
Accountant dated May gth, 1953, shows a lack of 
understanding of the purpose behind the article by 
Mr John Е. Almond. 

I came to Canada (whose methods follow closely 
those in the United States) some eighteen months 
ago, and therefore, my observations are even more 
recent than those of Mr Almond, and I too was 
immediately impressed by the streamlining of 
accounting procedures in this country. 

We are not concerned with who originated these 
methods, but as to what is the best method avail- 
able in the particular circumstances. Efficiency, not 
tradition, is the byword. Great stress is laid upon 
internal check, and this in its turn enables quicker 
methods to be safely developed. 

In Britain, I remember, it was the exception 
rather than the rule that cost records and financial 
records be combined,: but modern text-books and 
lecturers were advocating this technique. In Canada, 
on the other hand, the reverse applies – most con- 
cerns have extremely efficient systems, often installed 
by professional firms, but what this fast-expanding 
country lacks is sufficient qualified accountants to 


control and interpret these systems. Hence this is a- 


great country of opportunity, for youth is given its 
chance to earn its spurs. 

Ап accepted method in Canada of dealing with 
accounts payable, is to enter the invoices in a synoptic 
voucher register and to put a date stamp against each 


invoice as it is paid. At any given time any unstamped | 


amounts constitute the total accounts payable. Аз 
it is the custom to pay against invoices rather than 
against a statement, this system is highly efficient 


and labour-saving - an important item here where 
labour costs are at least two and a half times those 
prevailing in Great Britain. 

In the particular firm I am associated with, we also 
deal with our accounts receivable on a voucher 
system, and find this a great improvement especially 
in the ageing of accounts, at the same time completely 
eliminating a ledger. 

I think it would be an excellent move if there 
could be an exchange of accountants between Great. 
Britain and this continent, similar to that carried 
on by the teaching profession. I consider we would 
both benefit by such an exchange. Ín conclusion I 
might add I often have to defend the British method 
of putting the balance sheet 'the wrong way round'l 


Yours faithfully, 
JOHN 5. SPEARING. 


Hamilton, Ontario, Canada. 


Unqualified Accountants and Co-ordination 


Sir, – Surely the best way to co-ordinate our рго- 
fession would be to proceed with registration of 
members of the three recognized bodies under the 
provisions of a new Registration Bill, and to create 
a new body to absorb all other practising accountants, 
members of the latter to be known as, say, ‘registered 
accountants’: members of the recognized bodies 
would, of course, retain their present descriptions and 
letters. No new members would be admitted to the 
new body, and the new body would cease to exist 
upon the death of the last surviving member thereof. 

Failing some such method as this, there is one 
other alternative: the three recognized bodies could 
form a publicity council for purposes of judicious 
and pungent advertising of these bodies in the 
national Press, trade journals, and so forth. In this 
way the public could be educated, granted that the 
public is capable of being educated at all, and the 
study and experience required of qualified account- 
ants could be brought out into sharp focus. 


Yours faithfully, 
HARRICO EDMOND. 


Excess Profits Levy and Borrowed Money 


SIR, — I refer to the article ‘Excess profits levy’, by 
J. E. Talbot, r.c.4., which appeared in The Account- 
ant of April 25th, 1953, and in particular to the . 
section dealing with “borrowed money’ in which 
reference is made to the case of Port of London 
Authority v. СТЕ. (2 A.T.C. 184). 

This case is some 29-30 years old and I am unable 
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to acquire a copy. Further, I learn from a practising 
friend that it is doubtful whether this case has any 
connection with ‘borrowed money’. 

As the principle involved is of some importance 
to me, I would be greatly obliged if some amplifica- 
tion of this case could be given in relation to ‘bor- 
rowed money’, and also to know if any readers have 
had any results based on this case when agreeing 
excess profits levy standards. 

Yours faithfully, 
ACCOUNTANT. 


(Mr J, E. Talbot writes: The Port of London Authority 
case to which I referred was that decided by the House 
of Lords in 1923. Аз I mentioned, it is reported in 
Volume 2 of the Annotated Tax Cases, at page 184. 
I find that it is also reported elsewhere as follows: 
[1923], A.C. 507; 92 L.J.K.B. 655; 39 T.L.R. 498; 
and 129 L.T. 365. Your correspondent could find at 
least one of these reports in any good law library, 
including that at the Institute. Alternatively, his 
company's solicitors would probably lend him a 
report. I would recommend him to read the verbatim 
judgments, particularly that of Viscount Finlay. 
Your correspondent's practising friend may be 
confusing this case with the other Port of London 
Authority case, which was concerned with different 
questions, decided in 1920, and which is reported in 
Volume 12 of the official Tax Cases at page 122.] 
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Taxation: Bankers’ Services 


Sir, — Presumably many accountants will have seen 
copies of the printed slip, worded as follows, which 
was coyly nestling among the pass book sheets sent 
to my wife (but not to mel): 


Income Tax 

“The services of the Income Tax Department are 

available to customers and shareholders who require 

assistance or advice in matters relating to income- 
tax and sur-tax and who do not employ an account- 
ant or a solicitor for the purpose. 

“The manager will welcome any inquiries or they 
may be addressed to: 

The Principal, | 
Income Tax Department, 
— Bank Ltd. 

“The department does not undertake the prepara- 
tion of business accounts which would normally 
fall to accountants.’ 

The guarded phrases do not, in my view, exonerate 
the course of action which cannot but leave to the 
practitioner the feeling that some undue advantage 
is being taken amounting to circularization of 
customers. 


Yours faithfully, 


London, EC 4. E. P. SWAN. 


FINANCE AND COMMERCE 


. Business in stock markets has naturally been small 


during the past week. The tentative improvement in 
industrial equities has gone a little further but turn- 
over has not really tested quotations to any material 
extent. Small support has been sufficient to maintain 
buoyancy. 
‘Aeradio’ Expansion 

The prompt accounting which we noted in connection 
with the accounts of International Aeradio Ltd in our 
issue of July 19th last year has been well maintained. 
Providing an extensive network of radio and other 
flight facilities for international civil aviation gives the 
company an international flavour and must present 
quite considerable accounting problems. That the 
directors are able to date their report at April 2oth 
shows that the problems have not delayed the 
accounts unduly. 

We reprint the consolidated portion of the accounts 
this week; it should be appreciated that the com- 
pany was formed only in 1947 and that, as we pointed 
out last year, the board's operational policy has been 
to maintain charges to airline operators at a level 
sufficient only to meet costs involved in providing the 
various services. The company is, of course, a private 
concern. 

Group turnover last year reached £1,263,000, an 
increase of £300,000 over the previous year, the 
chairman, Sir Victor Tait, reports, and we welcome 


' the inclusion of these figures this year. Additional 
. Stations were established at various Middle East 


centres while the Pakistan, Caribbean, Far East and 
East Africa subsidiaries expanded. The considerable 
increase in the investment in fixed assets and the 
more than doubled figure for stocks clearly show the 
extent of the development which, it will be seen, has 
involved the raising of temporary finance to a limited 
extent. 
One Reserve 


Economic trends in recent years have been the cause 
of many differently named ‘reserves’ appearing in 
company balance sheets. Mr M. W. H. Lancaster, 
F.C.A., chairman of Allen West & Co Ltd, however, 
heads a board of directors who ‘believe in one big 
general reserve which can be used for any purpose 
that is of benefit to the company, as distinct from a 
number of reserves built up for specific purposes’. 

Mr Lancaster makes the point also that whenever 
these 'specific purposes' do arise they generally do so 
in a sum out of all proportion to the specific reserve. 
Another indication of the Allen West approach to 
reserves is that the directors ‘do not look on this 
reserve as sacred and would unhesitatingly use it 
should the proper occasion arise’. 

With an allocation of £370,000 from the year's 
profits the general reserve amounted to £1,140,000 
in the group accounts at January 3185, 1953. This 
figure is only £30,000 short of the parent company's 
issued capital and although the account may appear 
to be оп: Ше heavy side it should be realized that the 
group carries stock and work in progress of some 
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INTERNATIONAL AERADIO LIMITED AND ITS SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Year ended Decembor 3ist, 1952 
1951 | | 
£ £ £ £ 
97,044 SURPLUS ON TRADING before charging amounts sat out below ^ 105,917 
36,433 Deduct Depreciation Ка .. 54,219 
051! —— i — 51,698 
А Less: DIRECTORS’ EMOLUMENTS 
5,700 Fees (subject to confirmation of а wx General Ups) 8,100 
3,H6 Other Remuneration... 3,657 
8,816 11,757 
925 Auditors’ Remuneration 964 
4,833 Amortisation of Lease (Note | on Balance Sheet) 4,833 
431 Provision for Bad and Doubtful Debts 3,863 
15,005 21,417 
45,506 PROFIT FOR THE YEAR BEFORE CHARGING TAXATION 30,281 
Less; United Kingdom Taxation based on Profits for the year (excluding undis- 
tributed profits of Overseas Subsidiaries) 
4,200 Profits Tax- .. 450 
Income-tax Including 2 100 (1951 £8,700) set aside to Reserve for 
Future Income-tax 1953-54 after taking into account ДАГ Allow- 
10,925 Ы 10,474 
9.525 Transfer to Taxation Equalization Reserve — 
24650 | —— ——— 10,924 
4,385 Overseas Taxation 6,958 
28,985 M ——— 17,882. 
16,621 PROFIT FOR THE YEAR AFTER CHARGING TAXATION 12,399 
4,509 Dr. Add: Non-recurring items and adjustment of income applicable to prior years 49 
12,112 12,448 
— Less: Adjustment of Taxation of previous year 1342 
12,112 Е 11,106 
Less: Prspartion of profics or losses safer ‘patton attributable to Minority 
746 Shareholders .. 1,915 
£11,366 NET PROFIT FOR THE YEAR ATTRIBUTABLE TO GROUP £9,191 
Sub- Sub- 
Total жоот em pin сна Total 
11,366 7,656 Profit dealt with In the Accounts of International Aeradio Ltd 7,344 $19] 
3710 Profit retained in the Accounts of Subsidiaries : 1,847 : 
7,586 4,639 Undistributed Profics brought forward from previous year | 257 1,000 1,257 
18,952 6,657 12,295 7,601 2,847 10,448 
9 £ Less: TRANSFERS £ 
1,500 Bullding Maintenance Reserve 500 
Capital Reserve against possible "Loss of Assets In Overseas 
6,538 erritorles where disturbed conditions prevall — .. . 6,000 бз 
] 4,000 General Reserve . 1,292 
17,695 DLE 8,049 
' 5,657 Other Capital Reserve . 257 
: — 1,549 
£1,257 £1,000 £257 UNDISTRIBUTED PROFITS CARRIED FORWARD £1,101 £1,298 £2,399 





£14 million with a considerable portion of the stock 
in non-ferrous metals for the group’s electrical 
engineering activities. 


Rolls-Royce Stocks 


Record turnover involving an increase of some £4 
million in stocks and work in progress during last year 
decided the board of Rolls-Royce Ltd to revise the 
company’s method of stock valuation. In their report 
with the 1952 accounts, the directors state that their 
policy in the past was to regard certain manufacturing 
expenses, notably jigs and tools, and maintenance and 
depreciation of plant, as charges which should be 
wholly borne by the profits of the year in which the 
expense was incurred and to exclude any such items 
from the overhead content of the stock valuation. 
Business expansion and changed manufacturing 
techniques have called for a substantial increase in 
such , expenditure. In 1952, it was higher than in any 
previous year and the board consider that if the whole 
of this were to be charged against 1952 profits the 


resultant figure of profit would be misleading to 
stockholders. They have therefore decided to adopt a 
revised basis of stock valuation which includes the 
appropriate proportion of such expenses as part of 
the cost of the product. 

The effect of the revision is shown from the follow- 


ing comparative figures: 

Trading profit: 1952 1951 1950 
On old basis £1,244,484 1,348,162 £981,470 
On new basis £1,875,305 £1,668,487 £1,051,746 


The new basis of valuation has been applied to 
stocks et December 31st, 1951, resulting in an addition 
of £865,927 to the balance sheet valuation at that date. 
This sum has been added to general reserve. 


Money Market . 
With the market bidding at £99 8s 24, the average 
Treasury bill rate on May 29th was lowered to 
£2 7s 401d per cent. The {260 million offer was 
fully allotted and applications totalled £346,945,000. 
This week the offer із raised to a record £270 million. 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


TWENTY-FOURTH NATIONAL COST CONFERENCE 


The twenty-fourth national cost conference of The 
Institute of Cost and Works Accountants was held at 
the Royal Festival Hall, London, on Friday and 
Saturday, May 29th and 30th, and was presided over 
by the President, Mr S. С. Tyrrell, r.C.W.A., F.IL.I.A. 

The proceedings commenced at ten o’clock on 
Friday morning with an address by the President, 
from which we reproduce the following extract. 


EXTRACT FROM PRESIDENTIAL ADDRESS 


My term of office has witnessed a considerable increase 
in the public interest in accountancy. The International 
Congress on Accounting held in London in June last 
year received a deal of publicity which inevitably 
heightened the interest of industrialists in accountancy 
problems and undoubtedly increased the respect in 
which the profession as a whole is held by most sections 
of society at home and abroad, but especially — as a 
direct result of its venue — at home. 

This widened interest has either generated or 
brought into prominence some pointed criticism of the 
increasing influence of the accountant in the organiza- 
tion and control of industry. All the criticism levelled 
has not been well informed, but the accountancy 
profession will be ill advised if it does not take con- 
siderable pains to ensure that there are no grounds for 
the accusation that it is exceeding its legitimate role 
in the formulation of policy either by an insistence on 
visionless orthodoxy or, in the extreme cases, the 
exhibition of a mild species of megalomania. 


'The Management Accountancy Fellowship 


'The Press announcements of the inauguration of the 
Institute's Fellowship in Management Accountancy, 
following as it did the publication of the Anglo- 
American Council on Productivity report on manage- 
ment accounting in the United States, attracted the 
attention of industrialists, financiers, the technical 
Press and a number of influential Government officials. 
That the United States has recognized the potential 
contribution to increased productivity inherent in 
internal accounting technique has given point to the 
claims which this Institute has for many years been 
making, and it is no longer open to any doubt that 
boards of .directors of public companies will be 
vulnerable to criticism in the future if full advantage 
is not taken of the aids to efficient and economical 
management available to them through the services of 
trained, experienced and qualified accountants. It 
follows inevitably that the responsibilities assumed by 
those offering their services to industry as management 
accountants are exceedingly heavy. 

'The Fellowship qualification offered by this Institute 
wil be awarded only after the strictest examination 
tests have been applied, and after proof that the 
requisite industrial experience has been acquired: but 
the door is held wide open to the many qualified 
members of the older accountancy bodies who have 
chosen to enter industry rather than to follow the career 


of the practising public accountant: no other con- 
ditions would have been consistent with our determina- 
tion to make ‘quality’ the only road to а post-graduate 
award. 

It is quite clear that the efficient management 
accountant is produced in the main from two different 
sources: on the one hand the initial professional 
training and qualification is acquired under the con- 
ditions of articled clerkship — or its various modern 
equivalents — and is followed by а period of employ- 
ment in industry during which the problems of cost 
and works accounting are met with and studied. 
Alternatively employment is first secured in an 
industrial undertaking at the outset of a career and 
whilst obtaining practical experience in factory, 
workshop and store, a study is made of the academic 
side of accounting, economics, statistics and associated 
technical matters. Ultimately both routes lead at the 
highest level into one type of appointment for which the 
title of ‘management accountant’ seems most fitting. 
'There can, therefore, be no doubt that as the Institute 
of Cost and Works Accountants has for three decades 
specialized in the knowledge and technique without 
the use of which no industrial accountancy can be 
successfully installed, developed or maintained, this 
Institute is exceptionally well equipped to lay down 
the minimum standards of industrial knowledge and 
works experience which should be associated with a 
qualification as a management or industrial accountant. 
It is abundantly clear that the older professional 
accounting bodies are in a position to set and apply 
unchallengeable examination standards for the purely 
financial accounting sections of the Fellowship 
syllabus and it is for this reason that once more I 
express very earnestly the hope that ultimately a joint 
Board can be constituted for dealing with the examina- 
tion for the Management Accountancy Fellowship. 
By this means could the high standard of capability 
and experience to which this award should be restricted 
become unassailable, by such a development would the 
profession show the breadth of its vision as well as its 
essential unity. 

The need of the day – a need which can but increase 
in future — is for a reservoir of men of the requisite 
integrity, courage and energy on which may be super- 
imposed technical expertise and management 
experience, and it is quite unrealistic to imagine that 
all these men can be produced within the membership 
bounds of any one of the professional accountancy 
bodies; each supervise the basic training of their 
students according to their own particular curriculum, 
but out of the ranks of those who thus qualify in the 
fundamentals of accountancy must come the material 
for manning the industrial accounting machine. To 
ensure, therefore, that all properly qualified account- 
ants should be afforded equal access to this Institute’s 
Fellowship seems to me to be no more than plain 
common sense. Come what may, however, it behoves 
all concerned with the policy, present and future, of 
the accounting profession in general and of this 
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Institute in particular to ensure, by all available means, 
that the conditions for the enrolment of registered 
students are such that recruits are attracted sufficient 
in quantity and something better than adequate in 
quality so that the future demand for efficient manage- 
ment accountants can be satisfied. 


Training within Industry 

We cannot divest ourselves of the duty we owe to 
our registered students in respect of the provision of 
training facilities: whilst we are assured of full and 
generous co-operation and assistance from the 
technical and commercial institutes, colleges of tech- 
nology, and commercial departments of universities, 
and although the services of correspondence colleges 
are steadily being extended, the expansion of super- 
vised schemes of training in industry itself must be our 
special responsibility. 

This year has seen a realistic approach to this 
problem made by the Council’s Standing Committee 
on Training and Education and I would record the 
debt we owe to the thirty or more business under- 
takings which have been putting our proposals to the 
test in the accounting organizations. That these firms 
will themselves reap substantial benefit is both assured 
and fitting, and I trust their faith and wisdom will 
serve to encourage many others to co-operate and 
assist the Institute in this way to fulfil its obligations 
to our severely tried registered students. 


Inflation and Capital Erosion 


The individual accountant carrying functional res- 
ponsibilities in industry is presented with opportunities 
of service fully commensurate with the admittedly 
heavy obligations he assumes. He it is who is specially 
equipped to provide boards of directors with the 
proper means of assessing the genuine, as opposed to 
the colloquially styled ‘paper’ profits of the business. 
The staggering fact that capital depletion, as described 
by Mr Lawrence Robson in his presidential address in 
1951, is going on unsuspected іп many industrial under- 
takings (and even where this is recognized it is in the 
majority of cases unmeasured) cries aloud for instant 
and drastic action. 

It is not open to question that practising accountants 
who accept the responsibility for the audit of the 
accounts of concerns with heavy investment in capital 
goods become very much aware of the progress 
of this capital erosion which is the inevitable result 
of the combination of currency inflation and strictly 
orthodox ünting proces ough themselves 
precluded from applying any complete remedy there 
can be no doubt that in their capacity „financial 
advisers they will have been informin 
(in many cases boards of directors) 
inherent in this insidious process. 

The personal responsibility of” directors in this 
connection cannot be lightly shed: if a remedy can be 
found it must be sought, and failure to do so in time to 
avoid disaster must be regarded as a damning criticism 
of management. Remedial treatment, if it is to be 
successful, must be applied currently day by day and 
it is therefore the accountant within the undertaking 
itself who, having studied the disease, the remedy and 
the posology, must accept the responsibility of cal- 
culating the dosing necessary /for both remedial and 
preventive treatment and ensüring that the treatment 

. is consistently followed. 
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The ever present dilemma of the auditor fortunately 
does not present itself to the industrial accountant, 
Leading thought in the practising profession is striving 
earnestly to resolve the problem of the conflict of their 
duties within the terms of the Companies Act and their 
conscientious desire to attach their certificate to no 
form of accounts which could convey a picture of 
false or exaggerated prosperity to the inexpert eye. 
The best solution they can reach ~ and their difficulties 
even here must not be underestimated — is to be found 
in the provision of special reserves for depreciation 
which are made by way of appropriations of profit. 
Such provisions as these, even if accurately calculated, 
only meet half the problem and are not without danger 
in that they create a feeling of false security in the 
minds of directors and po ders alike. Diagnosis 
may have been correct: ће patient Med have been 
warned of the state of his health, vital informa- 
tion as to the treatment necessary to vere the progress 
of the disease has not been provided~ None but the 
accountant in industry is in a position to devise and 
put into operation the measures necessary to ensure 
that the detailed cost estimates on which selling prices 
are quoted for individual contracts or fixed for listed 
products include the correct quantity of that element 
of future expenditure which will prevent the trans- 
position of part of the company's capital into a current 
profit: only the accountant familiar with the intricacies 
of the firm's products can assure the directors/that the 
customer is called upon for a fair contribufión to the 
enhanced cost of replacing fixed assets. 

I do not believe there can be any who would dispute 
that an important duty of a board of directors is to 
ensure that the original capital assets of a company 
shall not be distributed to sbarehoDlers or to its 
customers unless and until the ertaking winds 
itself up or restricts its activities those for which 
the capital was first subscribed." Directors, therefore, 
must look to someone to provide them with the means 
to carry out this duty, and that service can only be 
rendered by the accountant who by building up and 
operating an integrated accounting system is able to 
ensure that the correct amount of 'anti-capital erosion 
preventive’ is included in the cost of every production, 
selling or distribution process which makes use of 
assets which have to be replaced at any other than 
relatively short intervals. То increase prices un- 
necessarily is clearly an anti-social act, but it is a fact 
that all selling prices have for years past been increased 
and are still being increased in an inadequately in- 
formed endeavour to combat the evil of capital erosion. 
'This is an increasing handicap to competitive trading 
in world markets, and one of the most serious obstacles 
to the maintenance of the purchasing power of our 
currency is the fact that additions to selling prices are 
lack of the information, 






s of modern cost accounting 


Taxation 

The computation of tax liabilities — requiring as it does 
highly specialized knowledge – is normally outside the 
experience of the works accountant but the effects of 
high taxation rates spread their influence, for the most 
part malign, in directions unintended by the legislature. 
It is, of course, essential that as a professional body 
we should divest ourselves of all political bias, and 
view dispassionately the problems which arise from the 
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social system and its contingent fiscal legislation. 
From this standpoint – and, let it be quite clear, only 
as it affects the formulation of a certain range of 
managerial decisions — it is necessary to criticize the 
present basis of taxation because its effect is so far 
prejudicial to sound economic production policies as to 
constitute a menace to the future well-being of the 
industrial machine. 

The reimposition of the excess profits levy in 
1951 on top of an already heavy burden of income-tax 
and profits tax (without any alleviation for reserves set 
aside to provide for the enhanced replacement cost 
of fixed assets or for future development), has subtly 
changed the criterion applied by industrial leaders to 
practically all problems involving the expenditure of 
money. If, for instance, accumulating profits and the 
relative tax liabilities are reviewed at monthly intervals 
throughout the year, a progressive business will 
probably find itself at the end of the ninth, tenth, or 
eleventh month facing the realization that of the sub- 
sequently earned net profits approximately 8o per cent 
will be required to meet tax liabilities, whilst in an 
enlightened undertaking where provision is being made 
for enhanced replacement cost as a matter of routine, 
the rétainable profit may well fall to less than хо рег 
cent. In such circumstances it is not surprising that 
boards of directors should fall to the temptation of 
embarking on expenditure, not because it is essential 
for economic production, but because the tax which 
has to be borne by profits in excess of ‘E.P.L. standard’ 
virtually offers a subsidy of over 80 per cent for any 
non-capital expenditure whatsoever, as long as it can 
reasonably be described as being incurred for the 
purposes of the business. 

'The effect of such decisions can only be to increase 
costs and add to the already powerful influences at 
work jeopardizing our competitive position in the 
markets of the world. The decision to abolish the 
excess profits tax at the end of this year, is a welcome, 
if belated, removal of a pernicious influence: I hope 
that this clumsy and undiscriminating revenue-raising 
device will never again be used. 

It is my belief that new principles for the calculation 
of tax liabilities on industrial profits need to be 
evolved in substitution for the triple basis on which 
assessments are now made. The difficulties accompany- 

_ing an abrupt change are quite possibly so great as to 
be insurmountable, but it should be possible to pro- 


gress by way of modification until the present com- 


plications have been sufficiently simplified to dispel 
the cloud which cannot but distort the vision of 
management in this respect. A first, and seemingly 
obvious step, would be a single tax on business 
profits in place of a triple basis of assessment: such a 
change would involve the abolition of income-tax on 
business profits. Income-tax was, after all, originally 
а personal tax and it seems illogical for it to be applied 
to the profits of corporations really because they have 
to act as agents for the collector of taxes in respect of 
their shareholders. 

А new approach such as this — particularly if accom- 
panied by а scaling down of tax rates imposed on 
reserves such as those for capital replacement in 
excess of wear and tear allowances — would provide 
an inducement to increases in production and reductions 
in costs with all the advantages which would flow from 
reduced selling-prices as great, in my belief, as any 
other single factor in the region of practical politics. 
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Cost Reduction 


'The primary objective of cost accounting has frequently 
been lost to view in late years and it is a healthy sign 
that the Institute has adopted cost reduction as a 
subject for research. 1 have already indicated the potent 
influence of currency inflation and illogical taxation 
bases on the cost of production and to these I would- 
ада that of the diversion of directly productive human 
effort to administrative duties. Part of this transposition 
can be traced to mechanization of production processes 
and improvements in large scale organization, but there 
yet remains a substantial proportion which is directly 
attributable to the unnecessary retention of information 
services which have grown from ad hoc inquiries and a 
long period of war-time controls. Anachronisms such 
as these are heavy contributors to the increased salary 
roll which forms so great a part of the overhead 
burden carried by the products and services supplied 
by industry. The cost of every salary in excess of the 
minimum required for effective control of industry 
is one of the most insidious and disproportionately 
great factors in the depreciation of the purchasing 
power of our currency. 


Conclusion 


The accountancy profession shoulders commercial 
responsibilities which in relation to personal remunera- 
tion are higher than any other calling, and in the 
profession this burden falls very heavily on the 
accountant within industry. The potential value of the 
practising accountant’s advice to boards of directors, 
greater now than ever, bids fair to increase still more, 
and I believe they render to the community a great 
service when they exert their influence towards the 
compilation of published annual accounts on sound 
principles of cost ascertainment, even at the sacrifice 
of some measure of orthodoxy. 

The management accountant and the cost account- 
ant by contrast have as a daily preoccupation the major 
task of indicating to boards of directors the proper 
basis for the fixing of selling prices so as to preserve 
intact the capital of the undertaking: they carry at the 
same time the added responsibility of seeking without 
cessation the means for reducing the cost of production, 
distribution and selling operations. I am satisfied that 
members of this Institute will make a signal contribution 
to the well-being of their country by a conscientious and 
efficient pursuit of these two objectives, encouraged by 
the knowledge that the minds and hearts of practising 
accountants are already attuned to the changed and 
changing conditions affecting the attrition of industrial 
capital. 

Holding these convictions I can conclude my address 
in the belief that, with efficient and up-to-date cost 
accounting operating within and experienced public 
accountants applying audit tests from without, there 
is little danger that the fabric of an industrial under- 
taking will disintegrate, but if the competitive power 
of industry as a whole is to be retained the techniques 
of cost control and cost reduction must be much more 
extensively applied, and applied, moreover, with that 
wisdom which can only be expected of the accountant 
who has acquired a substantial part of his training 
and experience within factory walls and who has 
learned to approach his accountancy рану with 
the throb of machinery matching his own heart 
beats. i 
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TECHNICAL SESSIONS 


Employee Remuneration and Incentives 


At the firat technical’ session, which followed the 
presidential address, on Friday morning, a paper 
prepared by the Research and ‘Technical Committee 
entitled ‘Employee remuneration and incentives’ ;was 
discussed, This paper is stated to be 
‘a study of the relationship of remuneration and incentive 
to the personnel and internal organization of an under- 


Tracing the history of wages and incentives — from 
the ancient feudal system and the craft guilds to the 
emergence of trade unions following the industrial 
revolution – the paper lists the basic considerations 
which. govern remuneration: 

а) the overall impact of remuneration levels on the 
: economy of the nation; 

(b the level of remuneration which the loyer is able 

te о рау as an appropriate value for his employee’s 


(c) then need of the employee i in relation to the standard 

of living he desires.' 

‘The basic principle concerning the employer is the 
desire to increase net profit through in pro- 
ductivity and decreased cost; concerning the employee, 
that the labourer is worthy of his hire. There аге 
however, inperfections in human nature which affect 
their relationship e.g. laziness, ignorance, distrust and 
reluctance to accept new ideas. Management must 
attempt to overcome these by appropriate incentives, 
either monetary or psychological (profit-sharing, 
canteen and sports facilities etc.). Monetary incentives 
can be sub-divided into schemes purely dependent 
on increased production and merit-rating schemes on 
broader principles; both may be either individual or 
collective. For staff employees the incentive is usually 
.an inducement not to change their job. 

The paper then proceeds to detail the various 
remuneration and incentive systems under (а) time 
rates, (b) piece rates, (c) bonus systems, (d) indirect 
monetary incentives, (e) non-monetary incentives. 
Statistics show that payment by time is the most 
prevalent method of remuneration in this country 
although payment-by-results methods are widely used, 
more particularly in larger undertakings where the 
efforts of the worker can be measured and have a 
‘material effect on production. 


The reason for choosing a particular method appears 
always to be the desire to increase productivity. By 
their nature monetary incentives are usually a present 
remedy for a present ill, while non-monetary incentives 
are usually introduced for a specific purpose or to bring 
about desirable conditions. The paper then considers 
circumstances which favour the application of particular 
systems. 

Economic, social and political factors which also 
influence methods of remuneration and incentives 
include a full employment policy, the availability of 
materials, the disincentive effect of high taxation, 
opportunities for promotion, pension schemes and 
working conditions. In addition, wages and working 
conditions are extensively governed by agreements 
between organized bodies of employers and employees. 

It is considered that many individual incentive 
schemes have failed because of different levels of 
individual satisfaction resulting in erratic production 
as between different workers and total production 
falling short of the potential. Consequently there is now 
а leaning towards collective bonus schemes. 

'The paper concludes: 

‘a stage in the history of wages now appears to be reached 

when new ideas are being sought and experimented 

with in an endeavour to obtain a fair arrangement 
acceptable to both employer and employee. Any clear 
statement of the position at tbe present time can only be 
opportune.’ 
Business Forecasting 
At the second technical session on Friday afternoon, 
Mr С. E. Sutton, А.8.А.А., F.C.W.A., gave a paper 
entitled ‘Business forecasting.’ He submitted that the 
distinction between ‘budget’ and ‘forecast’ was that one 


-implied a statement of policy to be followed under 
' various prescribed conditions while the other was a 


statement of what is expected to happen under the 
conditions that are expected to obtain in the period 
concerned. 

No business can succeed without a véry conscious 
*calculation of probable events! and in large organiza- 
tions the plans of functional heads need to be collected 
and correlated. The author then considered in turn 
forecasts of sales, output and capital expenditure 
together with the production therefrom of a forecast 
of trading results and the cash position. 


CORONATION NATIONAL COST CONFERENCE BANQUET 


The banquet was held at The Dorchester Hotel on 
the Friday oe and was attended by 450 members 
and guests. Mr S. C. Tyrrell, F.c.w.a., F.LI.A., Presi- 
dent, who was accompanied by Mrs Tyrrell, was in 
the chair and among the many distinguished guests 
were the Rt. Hon. Sir Arthur Salter, G.B.E., K.C.B., 
M.P. (Minister of Materials), and Lady Salter; Sir 
Harold West (Master Cutler), and Lady West (Mistress 
Cutler); Mr T. B. Robson, M.B.E., M.A., F.C.A. (President, 
The Institute of Chartered Accountants in England and 
Wales), and Mrs Robson; Mr John L. Somerville, 
C.A. (President, Institute of Chartered Accountants o 
Scotland), and Mrs Somerville; Mr C. P. Barrow 

'F.S.A.A. (President, The Society of Incorporated Account- 
lants and Auditors), and Mrs Barrowcliff; the Rt. Hon. 
‘Lord Latham, j.P. (President, The Association of 


Certified and Corporate Accountants); Mr С. Н. 
Pollard, о.В.Е., F.S.AA., F.LM.T.A. (President, The 
Institute of Municipal Treasurers and Accountants), and 
Mrs Pollard; Sir Harold Howitt, G.B.E., D.8.0., M.C., 
Е.С.А., and Lady Howitt. 

The toast of “The Institute of Cost and Works 
Accountants’ was proposed by Sir Arthur Salter, 
who said in the course of his speech: 

‘I have for many years — in many varieties of occupations 
— been engaged in practical joba of one sort or another where 
I have desired and have sought such aid as scientific 
specialists could give me in the sphere of economics, 
statistics, or accountancy. Therefore, as a layman, 8 cus- 
tomer, and a consumer (and incidentally I am glad we are 
getting to an era when the consumer is again coming into 
his own), I think I have got a few ideas as to the desiderata 
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of the specialist in the three related spheres to which 
І have referred. . . . 

"The first is this: never forget that your essential purpose 
is to help management to increase its efficiency, to find 
where are the weak spots, where methods might be im- 
proved, The second, which is a corollary, is: do not over- 
estimate what you can do qua accountants, even internal 
accountants, even cost accountants. You can be an invalu- 
able help to management, but you cannot replace it. It is 
of course possible that you may move from the accountants’ 
profession to the management side of business; but account- 
ancy, as such, cannot be a substitute for the judgment ~ the 
flair – of people who have the actual responsibility of 
deciding from day to day how the business is to be developed. 

‘The next thing I would like to say is that we are, after all, 
living in a period where the value of money has changed 
very quickly and is liable to do so in future. I am not quite 
sure that management, in dealing with the problems that 
arise from the effect of the changing value of money, have 
had as much help from the profession as it might have 

one. 


Imprecise Factors 


Sir Arthur warned accountants against ignoring and 
treating as non-existent what he termed ‘the imprecise 
factors’; the factors which in the nature of the case 
cannot be precisely calculated but may yet be of the 
utmost importance to the problem of practical policy. 
Cost accounting should be efficient and adaptable. A 
complacent attitude of ‘What I lose on the swings I 
shall gain on the roundabouts’ was not a good one in 
business. It should be the task of efficient cost accourit- 
ing to enable management either to eliminate the losses 
on the swings, or to eliminate the swings and to develop 
the roundabouts. 


He continued: 


‘Let us remember what a world it is in which we live — 
pu in this island. It is a competitive world, and it 

is going to be more keenly competitive. 

More self-sufficient countries may find that an un- 
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necessary increase in their costs means only a somewbat 
poorer standard of living. But for us who cannot feed our 
large population without imported food or keep our factories 
£o ing without importing nearly all their raw materials, it is 

iterally a matter of life and death to keep our costs and 
prices low enough to be successfully competitive in foreign 
markets. 

‘Professor Arnold Toynbee has summarized world 
history and the rise and fall of nations in terms of the 
response evoked by circumstances of special difficulty. We 
now have the challenge of special difficulty and we may 
encourage ourselves by the reflection that the British people 
has in the past shown itself at its best, produced its greatest 
effort, when the difficulties and dangers have been greatest. 
We may well hope therefore that when the danger becomes 

eat and obvious enough, the required national effort will 
be forthcoming. It will be the task of cost accountants to 
help those who shape our national economy to ensure that 
the effort is directed just where it can give the best results.’ 


Mr Tyrrell replied. Mr Н. Wilmot, С.В.Е., F.C.W.A., 
proposed the toast of "Ihe Guests’; Sir Harold West 
and Mrs Tyrrell replied. 

The banquet was followed by a cabaret and dancing. 


ANNUAL GENERAL MEETING 


The thirty-fourth annual general meeting was held 
last Saturday morning with Mr Tyrrell in the chair. 
The report (extracts from which were reproduced in 
our issue of May gth last) and the accounts for the 
year ended December 31st, 1952, were adopted. 

Mr Francis W. H. Saunders, F.C.W.A., was elected 
President for the ensuing year. The President- 
Designate who was also elected, is Mr William Edward 
Harrison, F.C.W.A., cost consultant, of Walsall. | 

Portraits and details of the careers of Mr Saunders 
and Mr Stanley J. D. Berger, M.C., Е.С.1.5., who, on 
June 15th, completes. twenty-seven years’ service with 
the Institute as secretary and latterly as director, 
appear elsewhere in this issue. 


NOTES AND NOTICES 


Personal 


Messrs MeELLORS, Вазрем & MkLLOoms, Chartered 
Accountants, of 1 King John’s Chambers, Notting- 
ham, announce with deep regret the death, as the 
result of a motor accident, of Mr Francis CLAY 
Scott, C.A, who had been a partner in the firm 
since January 1st, 1947. They also announce that, 
as from May 16th, 1953, they have admitted into 
partnership Mr PATRICK ROBERT NESBITT STEWART, 
M.C., T.D., A.C.A, Mr THOMAS MICHAEL PRAGNELL, 
A.C.A, and Mr Jonn HERBERT HEWITT, A.C.A., all 
of whom were articled to the firm and have been 
connected with it for a number of years. The style 
of the firm will remain unchanged. 


Messrs Rosson, Morrow & Со, of 59 New 
Cavendish Street, London, W1, announce that Mr 
WILLIAM S. RISK, B.COM., C.A., F.C.W.A., retired from 
the partnership on May 3180, 1953, to take ир ап 
appointment in industry and that Mr KENNETH 6. 
VICKERS, А.5.А.А., A.C.W.A., was admitted into part- 
nership as from June rst, 1953. The name of the 
firm remains unchanged. 


Messrs Bouton, Wawn & Со, of 48 West Sunni- 
side, Sunderland, announce that Mr R. J. CHURCHILL, 
М.А., А.С.А., has been admitted a partner as from 
June ist, 1953. Mr CHURCHILL, who qualified in the 
early part of this year, is the son of the late Mr A. C. 
CRURCHILL who was a partner in the firm for many 
years. 

Messrs Scot SIMMONDS & Co, Chartered Account- 
ants, of 72 High Street, Teddington, Middlesex, 
announce that they have reopened their London 
office and that as from June ist, 1953, their principal 
address will be 5 Great Winchester Street, Old 
Broad Street, London, EC2. Telephone: London 
Wall 1873. 

Messrs ГЕТЕ С. Jervis & Co, Chartered Account- 
ants, of 17 Hainton Avenue, Grimsby, and at Market 
Rasen, announce that their Grimsby telephone 
number has been changed to Grimsby 56081-2. 


Professional Notes 
Mr S. C. Smyth, A.C.A., General Comptroller of 
Finance and Accounts of Kodak Ltd, has been 
appointed a director of the company. 
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Mr Geoffrey Dunk, A.C.A., formerly with Messrs 
Spicer and Pegler, Chartered Accountants, of 
London, has been appointed secretary and chief 
' accountant of Rockware Glass Ltd, to succeed 
Mr J. Е. Lochhead, c.a., who is retiring on June roth. 

Mr S. W. Rawson, F.c.w.A., who received a 
Knighthood in the Coronation Honours, has been 
elected vice-chairman of John Brown & Co Ltd. 

Mr Norman Readman, a.c.a., has been appointed 
managing director of the Consolidated Pneumatic 
Tool Co Ltd. : 

Mr W. S. Risk, B.COM., C.A., F.C.W.A., has been 
appointed managing director of H. W. Nevill Ltd, 
London, as from June rst. 


Obituary 
GEORGE LITTLE, J.P., C.C., F.C.A. 


ТЕ is with regret that we announce the death on May 
24th, of Mr George Little, J.P., c.c., F.C.A., the senior 
partner and founder of the firm of Geo. Little, 
Sebire & Co, Chartered Accountants, of Adelaide 
House, London, EC4, and St Albans. 

Mr Little, who was 75, was admitted an Associate 
of the Institute in 1004 and elected a Fellow in 1925. 
He was a member of the Court of Common Council 
of the City of London for many years and a past 
Prime Warden of the Worshipful Company of 
Basketmakers. A member of the Metropolitan Water 
Board, he represented the Corporation of London 
on the Lee Conservancy Catchment Board, and was 
a Justice of the Peace for the County of Essex, sitting 
i many years as chairman of the Waltham Abbey 

ench. 

From 1924 to 1938 Mr Little was a member of the 
Urban District Council of Chingford and was 
Charter Mayor when Chingford became a borough; 
he was made a Freeman of the borough in 1949. 
He was associated with many charitable associations 
in the Chingford district and was chairman of the 
Board of Governors of the Lady Eleanor Holles 
School. 

National Insurance 
EXCHANGE OF Mauve CARDS | 
Five million mauve National Insurance cards are 
now due to be exchanged for new cards and the 
Ministry of National Insurance asks everyone hold- 
ing these mauve cards to exchange them promptly 


at local National Insurance offices between June ` 


1st and 6th. 

Every year about 750,000 cards are exchanged 
more than three months late. This delay entails a 
good deal of extra work for the Ministry, as well as 
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.expenditure of public money in following them up. 


It may also lead to delay in settling claims for benefit 
and even to loss of benefit. 


The Institute of Internal Auditors, 
New York 


LONDON CHAPTER 


'The annual report of the London Chapter of The 
Institute of Internal Auditors to be presented at the 
Chapter’s fifth annual general meeting at The 
Kingsley Hotel, Bloomsbury, London, next Wednes- 
day, states that membership at May 31st, 1953, 
totalled 49 —an increase of six on the previous 
year's figure. 

'The nine Chapter meetings held during the year 
were well attended and a number of interesting 
addresses were given by distinguished speakers. 
Nineteen members attended the annual day con- 
ference held on November 22nd, when six subjects 
were introduced and formed the basis of fruitful and 
informative discussion. 

The Chapter's Education Committee again arranged 
a lecture course for the assistants of members, and 
this was followed, on February 13th, 1953, by a 
dinner meeting held at The Kingsley Hotel, when 
four of the assistants gave talks on "The scope of my 
job’. 
: The Institute, as a whole, continued to expand 
during the year and membership at March 3186, 
1953, totalled 2,638. 


Housing Statistics 


The Institute of Municipal Treasurers and Account- 
ants has now published its third Return of Housing 
Statistics in England and Wales.! 

'The return covers the year 1951—52, and sets out 
the housing statistics relating to all the county 
boroughs, the London County Council, 201 non- 
county boroughs, 181 urban districts, and 56 rural 
districts. In a summary giving the average capital 
cost of houses completed during the year and the 
net rents charged at March 31st, 1952, the lowest 
total cost of two-bedroom houses is shown as 
£1,143 and the highest as £1,876, with rents ranging 
from 35 7d to 27s 2d a week. 'T'he equivalent figures 
for three-bedroom houses being £1,272 and £2,097, 
with rents from 6s to 48s 11d. 

During the year 1951-52 the London County 
Council completed 9,420 houses, while of the county 





1 Housing Statistics, 1951—52. The Institute of Municipal 


-Treasurers and Accountants (Incorporated), 1 Buckingham 


Place, London, SW1. Price 7s 6d post free. 
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boroughs Birmingham heads the list with 3,875 
houses and is followed by Manchester with 2,467, 
Liverpool with 2,345 and Sheffield with 1,685. Of 
the non-county boroughs, Swindon’s total of 705 
houses completed during the year is the highest. 


Census of Distribution, 1950 


The final report of the Census of Distribution and 
Other Services, 1950, will be published in three 
successive volumes during this year, states the Board 
of Trade Fournal. 

. The first volume will deal with the catering, 
motor and certain service trades, such as hairdressers 
and repairers working for the general public, together 
with the retail selling establishments which were 
included in the short report! issued last January. 
'The arrangement of this volume will be e pomady 
on a geographical basis. 

The second volume, covering the same trades as 
the first, will be devoted to a more detailed analysis – 
partly in expansion of the information given in the 
short report and partly on other aspects of dis- 
tribution. 

The third volume will deal with the wholesale 
trades, and businesses will be classified according to 
the method of trading as well as to the commodities 
80 


The Chartered Accountants’ Students’ 
Society of Edinburgh 


At the annual meeting of the Chartered Accountants’ 
Students’ Society of Edinburgh held on May 25th, 
the committee reported a further increase in member- 
ship which now numbers 837. The new officers of 
the Society for 1953-54 were elected as follows: 
Senior President: Mr W. S. Charles, С.А, 
Junior President: Mr J. S. F Macdonald, c.a. 
. Hon. Auditor: Mr W. N. K. M. Crawford, c.a. 
Hon. Editor of ‘Joint Transactions’: Mr Н. Forbes 
Murphy, С.А. 
Hon. Secretary and Treasurer: Mr Н. McMichael, C.A., 
c/o Measra A. & J. Robertson, Chartered Accountants, 
33 Charlotte Square, Edinburgh, 2. 


Our Weekly Problem 
No. 72: Tue Canon’s Can 
‘I see’, said Charles glancing down the columns of 
The Times, ‘that: Canon Ouiverfal has another 
daughter.’ “Has he -reallyl’ said Mr L. U. Sidate. 
He chuckled to himself. ‘If the car won’t take all of 
them at once he can take two or more of his children 


1 Census of Distribution and Other Services, 1950. Retail 
Trade Short Report. H.M.S.O., 2s 6d. (See The Accountant 
dated February 7th, 1953, at page 143.) 
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out in a different way on each Sunday after "Trinity." 

‘I thought there were a different number of Sundays 
after Trinity each year’ said Charles. 

‘Of course there are’, said Mr Sidate. ‘I mean the 
number provided for in i the Prayer Book.’ 

How mary children had Canon Quiverful? 

The answer will be published next week. 

Answer TO No. 71: THE SMOKE RING 


Twenty-five guineas == 75 weekly units of 7s od. 
If there are x in the pool the amounts to be paid in would 


Maximum Minimum Actual 


weeks .. .. 78 7x 49 
th week .. х— 1 6 
gth mœ . 4&—1 4 6 

ioth ,, .. х—1 4 5 
with ,, . X—I 4 4 
12th „p 3 3 3 
13th), 2 2 2 

IIx+1 7x--21 75 


Њх=7 .. .. 78 79 


zag .. .. 89 77 
The total of 75 lies between 78 and 70 во the number in 
the pool is 7. 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or June 8тн, 1878 
Extract from a Note in Passing - 
Solicitors and Accountants 
“A solicitor,” writing to а legal contempo 
enclosing the following letter, remarks:— qund 
having seen or heard of the writer in my life before, I 
think it is one of the coolest pieces of impudence I 
have known, and shows what is the character of some 
of the men who call themselves accountants.” 


Chambers,— street, 
8th May, 1878. 

, Esq.—Dear Sir,—I have recently com- 
menced as an accountant, and shall be glad if you 
will kindly put some business in my way. In every 
instance I would divide my bill of costs with you. 
Your kind reply will oblige yours truly. 

Now we have no hesitation in expressing our entire 
concurrence with “А solicitor's" sweeping con- 
demnation of such a flagrant instance of touting. The 
profession repudiates such persons; but, unfortun- 
ately, that is all it can do. The various societies of 
accountants would of course refuse to admit a man who 
attempts to gain business by such proposals to the 
privileges of membership; but they are powerless to 
prevent the assumption of the title and description of 
“accountant.” 
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THE CASE FOR COUNSEL 


HE lecture by PROFESSOR BAXTER which we reproduce on 

another page summarizes admirably the issues in the 

continuing conflict on accounting principles. While he 
personally is on the side of those who think that financial accounts 
should be news rather than history and while his arguments 
therefore advocate a more liberal attitude towards the form of 
such statements and to the bases of valuation of their contents, 
he is, nevertheless, always mindful both of truth and of tradition. 
It is doubtless the same regard for the high interests and ideals 
of accountancy which makes PRorrssoR BAXTER, at the end of 
his lecture, question the right of a professional body to publish 
pronouncements on ‘problems of intellectual principle’. The 
solution to these should, in his view, be sought by the individual, 
and official aid be restricted to the promotion of discussion, 
experiment and research. 

It is difficult to see on what grounds this objection can reason- 
ably be sustained. Of the right of accredited bodies to issue state- 
ments on matters of interest and concern to the profession there 
can surely be no question. These statements, whether of fact or 
opinion, are products of careful research and considerable dis- 
cussion to which men eminent in the profession and with its 
interests truly at heart have devoted much time and thought. 
Although authoritative, their findings are not pontifical or even 
pompous in character. They are issued for the guidance of 
members and of the public and are clearly designed not to put 
an end to individual thought but to stimulate it. So many of the 
leading bodies have availed themselves of this welcome means of 
free expression which we enjoy that every shade of opinion 
on current problems has been ably presented. While it may 
be a matter for regret that the conclusions reached are so 
diverse, it does not alter the right to express each and every 
one of them. 

It was said (by LvrroN STRACHEY) that for many generations 
prior to the Oxford Movement of the eighteen-thirties, the portly 
divines of the Church of England had subscribed ‘with a sigh or 
a smile’ to the Thirty-nine Articles and ‘sank quietly into easy 
livings’. It may be that when Ркоғеѕѕок Baxter’s historian of 
accounting looks back upon us he will see the present dilemma of 
the profession as comparable to that which shook the comfortable 
clergy from their intellectual lethargy. If he does, then we prefer 
to think that the tiniely positive action taken by the professional 
bodies in helping to form individual opinion will be noted as a 
major influence which prevented a similar torpor among their 
members. 
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IMPORTANCE OF STOCK CONTROL 


by H. A. ADAMS, A.C.A. 


OST companies these days have some 

sort of a stock control system which 

functions with varying efficiency accord- 
ing to the principles laid down by the manage- 
ment. The basis of most systems is the stock 
record card. This card gives details of receipts 
and issues, balance on hand and information 
relating to the maximum and minimum holdings 
fixed for each class of stock. If at stock-taking 
time the physical stock agrees with the balance 
on the stock-cards — subject to a normal margin 
of error — the stores department staff pat them- 
' selves оп the back, expressing delight at the excel- 
lence of their own particular brand of stock 
control. The cost-conscious management, how- 
ever, is not satisfied with this one-sided view of 
stock control; it desires to know more of the 
economical aspect of the procurement and issue 
of the stock itself. 

In this article it is not proposed to deal with 
the problems arising out of the introduction of a 
stock-control system, but rather with the informa- 
tion which can be derived from a system which 
has been efficiently installed. Experience leads 
me to believe that the economic aspect of stock 
control has been rather neglected during recent 
years due to the scarcity cycle through which we 
have been passing. If this is so, then accountants 
and works managers should derive considerable 
benefit from a re-examination of this problem in 
the light of their own circumstances. 


Functions of the Buyer 


The successful economic control of any com- 
pany’s stock starts with the buyer whose import- 
ance is too often underrated. A good buyer can 
and does greatly influence the year’s results. 
Today he needs to be a person of wide outlook 
and vision in addition to being an expert in the 
materials dealt in by his own particular company, 
He has to concern himself with such matters as 
a study of trade cycles and their effect on his own 
industry and on his own company in particular. 
He has to watch the markets to know the right 
time to buy and in what quantity. He must know 
the markets to ensure he purchases the best 
qualities at the right price and he needs to possess 
administrative ability to ensure that his depart- 
mental records are efficiently kept; a factor which 
is essential in reaching right decisions. 


The Elements of a Stock-control System 
Management can hardly claim to be operating 


“an efficient stock-control system unless it has, 


readily available, the answers to the following 
questions: 

Is the stock being acquired at the right price 
and in the right market? 

Are two orders being issued in cases where 
one would suffice? 

Is the stock scientifically binned for ease. of 
access and economy in floor space? 

Have the maximum and minimum levels been 
adjusted in accordance with existing trade 
conditions? 

What is the cost of stock acquisition? 

What is the cost of stock ownership? 

Is slow-moving and obsolete stock receiving 
adequate consideration in the light of the 
previous question? 

Are the company’s employees fully aware that 
stock is merely another form of cash and 
needs to be controlled in a similar manner? 

How often is the stock turned over? 

If answers to these questions are not readily 
available to management, it is time someone on 
the staff assumed the duties of a stock controller 
to produce them. With growing competition, 
companies can no longer indulge in extravagance 
arising from excessive stockholdings taking up 
important space, eating up cash resources and 
wasting clerical effort. Neither can companies 


afford a delay in production due to a deficient 


stockholding or to an unbalanced stock. In 
short, stock control is one of the keys to efficient 
production. Furthermore, lack of effective con- | 
trol soon results in the workers becoming negli- 
gent in handling stores. Scrap and spoilage costs 
go up and all surplus material is not returned to 
stores. 
Stock is Money 


Whilst most companies keep a very strict check 
on cash resources by periodical counts, test 
checks and budgets, some of the smaller con- 
cerns are a little slack in applying the same 
principles to their stockholding. If the cashier 
is holding surplus money on current account he 
is forthwith instructed to invest it, or conversely, 
if the company is working on loans or overdrafts 
and these are higher than circumstances warrant, 
instructions are issued to reduce them to actual 
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requirements. If, on the other hand, the supply 
officer is equally guilty of holding stocks, surplus 
to requirements, he often gets away with it- 
why? There are two main reasons: firstly, he 
has been sheltering under the ‘scarcity umbrella’ 
and has even been congratulated on having more 
stock than his competitors; secondly, no one has 
found out that he is carrying obsolete and slow- 
moving stock. 

Here again, using the cash analogy, if a cashier 
is given an imprest of {300 and it is later found 
that his requirements are only £200, the imprest 
is immediately reduced by {100. The same 
principle should be applied to stocks. 

During my recent visit to the U.S.A. I gathered 
the impression that the Americans in general are 
more alive to this problem than many of the 
smaller manufacturers in this country. Some 
managers are amazed when their accountants 
produce to them the cost of acquiring and owning 
stock. 

If this cost is specifically emphasized, works 
managers are less prone to burden their depart- 
ments with the cost of carrying slow-moving or 
obsolete stock. 


The Cost of Acquisition 

The cost of acquisition starts when a decision is 
made to purchase. Therefore management should 
know the cost of acquisition to enable it to arrive 
at the right decision. The placing of an order 
immediately sets in motion a whole train of 
events which involves the company in consider- 
able expense. 

To arrive at the cost of acquisition the follow- 
ing factors will have to be taken into account: 
the cost of typing the order, mailing it, and dis- 
tribution to accounts and other departments, 
together with the subsequent cost involved in 
receiving the goods, inspecting them and taking 
into store. The cost of stationery and account- 
ancy should also be included. The buying 
department should be fully aware of the actual 
cost of acquisition so that they may realize the 
additional cost to the company each time an 
order is placed; armed with this information 
buyers will tend to become cost-conscious and 

` will not make out more orders than are absolutely 
necessary. 

I recently heard of a case where twelve orders 
were sent to twelve different suppliers; upon 
investigation, however, it was discovered that 
the same goods could have been purchased from 

` one company with one order at an identical price. 
Similarly, there have been instances where the 
number of purchase orders has been deliberately 
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increased temporarily in order to give support 
to an application for an additional recording clerk. 

The ascertainment of the cost of acquisition 
can also serve as a useful survey of the buying 
department since this exercise will emphasize 
the number of orders placed in a given time, the 
quantities normally ordered and the frequency 
with which a buyer reviews his policy. The cost 
of placing an order in some concerns is quite 
alarming and, of course, varies from industry to 
industry. Those firms dealing with items of small 
value will, naturally, have a much higher cost 
per order than those dealing in items of con- 
siderable value. It is contended that the time and 
effort involved in ascertaining the cost of acqui- 
sition is amply rewarded. It is essential to know 
not only what a service has cost, but also why it 
has cost so much. Furthermore, information 
should be available to show that costs have been 
pruned in order to render the.service at a 
minimum cost. 


The Cost of Ownership . 
Closely allied to the cost of acquisition is the 
cost of ownership. The cost of owning stock will 
vary with each industry, but the main items of 


` cost wil probably apply in most cases. The 


following breakdown may therefore be regarded 
as not being unrealistic by way of illustration. 


Percentage of 
total stock 
Obsolescence .. 10:00 
. Interest on capital invested in the 
stock 4'50 


Spoilage, physical deterioration ог 


its prevention e. .. 3°00 
Handling and distribution .. 5°00 
Insurance  .. B Js *12 
Storage facilities 1'00 
Clerical 2:00 
25:62 


Each company would be advised to work out 
its own cost of ownership since the percentages 
wil vary considerably. Obviously, it will cost 
more to possess perishable goods, fragile goods, 
goods subject to the whims of fashion, than it 
will to own durable items. Again, the percentage 
used for interest on capital will vary according 
to whether one uses the rate of interest obtainable 
from outside investment or that earned on capital 
employed in the business. Once the cost of 
ownership has been ascertained it will be a most 
useful guide in deciding whether to carry items 
over into the next season or mark them down for 
immediate sale. 
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SLOW-MOVING AND OBSOLETE STOCK SCHEDULE 































Number| Number| Value Dispose of or raise stock 
at at Year of purchases reserve of following 
Item ^ | Decem- | Decem- - per cent of stock-card ` Remarks 
ber 31st, | ber 31st, value* 
1951 1952 
ЕЕ 25% | 50% | 75% | 100% 
i 
Power unit ] 
type X IO 10 50 | Transfer to non-usable 
schedule. Obsolete type 
Tuning units 4 4 7o do. 
Sockets 800 799 75 If not considerably re- 
duced by next review – 
sell at written-down price 





















* Note. —'This heading will vary according to whether the exercise being carried out is at annual stock-taking time 
or at some interim period. 


Maximum and Minimum Levels 

The fixing of maximum and minimum holdings 
is of vital importance in regulating stock levels 
since it involves the maintaining of minimum 
stock in accordance with the company’s needs at 
an economic cost. The levels must be arrived 
at to maintain the happy medium of ‘not too 
much’ and ‘not too little’. Most companies now 
adopt this procedure, but alas, too few review 
their levels periodically according to the state 
of the trade cycle or the decline of the demand 
for certain stocks of the undertaking. The best 
way to ensure adequate review is to make some- 
one responsible to see that the management 
policy of adequate control of stock is strictly 
adhered to, and by insisting on a frequent 
examination of the levels. 


Slow-moving and Obsolete Stock 

In recent years the shortage of materials has 
been such that buyers have been instructed to 
purchase all they could lay their hands on; 
„orders placed with no apparent prospect of 
delivery within the next two or three years are 
now appearing in the stores so much ahead of 
schedule that the position in many cases is, to 
say the least, embarrassing. What is the answer 
to this problem? 

Before looking fór an answer let us look more 
deeply into the cause. As stated above, we have 
just passed through the lean years, at least we 
hope we have, and now, if our interpretation of 
present trends is correct, it appears that we are 
gradually moving forward to a period of adequate 
supplies. What has been the result of these years 
of shortages? The answer is plain to see from 
an examination of the stock inventories of many 
companies. In the scramble for supplies at any 


price, owing to shortages and market uncer- 
tainties, items were not only bought for im- 
mediate consumption but for stock-piling. In 
some cases supplies were stocked or bought up 
in lots which, whilst containing valuable items, 
also contained items which were not immediately 
required, or not strictly in accordance with the 
normal type of stock carried. The result is that 
many inventories are now unbalanced and in- 
flated by obsolete and slow-moving stock. 

'The remedy is quite plain – we must adopt the 
good housewife's example of a thorough 'spring- 
cleaning’. The first step is to prepare a 'slow- 
moving and obsolete stock schedule’ which may 
be drawn up as suggested above. 

Accountants and works managers who have 
not already carried out this exercise will probably 
be surprised at its results. Having completed 
the schedule, immediate action is required to 
decide which items are unusable and then to 
dispose of them. It is suggested that a schedule 
of non-usable items should be prepared recording 
the price at which they can be disposed of and 
signed by a responsible official of the company. 
The frequency with which this ‘spring cleaning’ 
exercise should be carried out will depend to 
some extent on the nature of the stock carried. 
This exercise is also of considerable value at the 
annual stock-taking period to arrive at the neces- 
sary reserve for each class of stock. 

The costs involved in the examination of 
slow-moving and obsolete stock are more than 
recovered in the economies effected in the cost 
of ownership. 


Stock Control and the Professional Auditor 
The auditors’ duties in relation to stock-in- 
trade continue to be a source of anxiety to various 
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accounting bodies. The normal accepted prac- 
tice in 1896, when the Kingston Cotton Mills 
case was heard, has somewhat changed as a 
result of a more enlightened view adopted by 
the profession. Furthermore, it is contended that 
the auditors’ duties have become increasingly 
onerous in the light of more recent cases and the 
contents of the Companies Act, 1948. Indeed, 
the Council of The Institute of Chartered 
Accountants in England and Wales has regarded 
the duties of the auditor in relation to stock-in- 
trade to be of such importance as to warrant 
publication of a special recommendation, and the 
issue to its members of a reprint of an excellent ad- 
dress on this subject by Mr G. С. С. Goult, F.c.a. 

Under the Companies Act, 1948, auditors are 
required to report that the balance sheet and 
profit and loss account give a true and fair view 
of the state of the affairs of the company. If a 
system as outlined above is in existence the duties 
of the auditor will be considerably lightened. He 
will be more readily able to satisfy himself that 


THE ACCOUNTANT 


697 


the profits for the period under review have not. 
been inflated by the failure on the part of the 
management to provide for the loss arising out 
of the holding of slow-moving and obsolete stock. 


Conclusion 
In this short article I have endeavoured to cover 
some of the most important features inherent in 
the economic control of stock. No doubt readers 
will be aware of other factors which have not 
been mentioned. To ensure the economic use 
of a stock-control system it has been shown that 
it is not enough to merely install a system which 
records the movement of stock and proves the 
correctness of the physical stock. A stock con- 
troller should be nominated to glean information 
from the records held, to ensure that the stock 
is purchased economically, is housed economically 
and is used economically. In the struggle that 


lies ahead success will come to those who combine . 


budgetary control, production control and sales 
control with stock control. 


ABSOLUTE ASSIGNMENT OF LIFE POLICY 
ESTATE DUTY 
by T. J. ЗОРНТАМ ` 


HE judgment of Palles, C.B., in Attorney- 
General (for Ireland) v. Robinson ([1901] 
2 I.R. 67), on the question whether on 
an absolute assignment of a life policy the 
assignee's interest is in the policy itself, or in the 
proceeds of the policy, has been recently 
criticized by the House of Lords in D’ Avigdor- 
Goldsmid v. C.I.R. ([1953] 1 All E.R. 403; 32 
A.T.C. 26). The House has held that, on an 
absolute assignment of a policy, the beneficial 
interest in the policy is completely vested in 
the assignee, and the nature of that interest 
is in no way altered upon the death of the 
life assured, which is merely the occasion 
when the assignee’s rights in the policy are 
realized. While by reason of the death the 
value of the assignee’s interest in the policy 
may be increased, yet that fact cannot alter the 
position, inasmuch as there is no change in the 
quality of the beneficial interest, which is in the 
policy and not the policy moneys. 
In view of the importance of this decision, it 
may be of advantage to examine it more closely. 
The material statutory provision for this 
purpose is Section 2 (1) (d) of the Finance Act, 
1894 – we may leave out for the moment 


consideration of Section 2 (1) (c) of that Act. 

Paragraph (d) makes liable to estate duty 
. ‘any annuity or other interest purchased or 

provided by the deceased, either by himself 
alone or in concert or by arrangement with any 
other person, to the extent of the beneficial 
interest accruing or arising by survivorship or 
otherwise on the death of the deceased’. 

In D'Avigdor-Goldsmid 9. C.I.R. the deceased 
in 1904 had taken out a policy on his own life, 
in consideration of the payment of annual 
premiums. In 1907, on his marriage, the deceased 
brought the policy with other property into his 
marriage settlement and entered into covenants 
for the payment of the premiums. In 1930 the 
trusts of the marriage settlement were terminated 
and by a further deed made in June 1930 the 
policy, with other property, was settled on such 
trusts as the deceased and the plaintiff, his son, 
might by deed jointly appoint, and in default, 
on certain other trusts. The deceased in this 
settlement covenanted in the same way to pay 
the premiums. In November 1934 the deceased 
and the son, pursuant to the power of appoint- 
ment, appointed the policy and certain other 
property in trust for the son absolutely, the 
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deceased being at the same time released from 
his covenant to pay further premiums, which in 
fact were paid by the son until the policy matured 
on the deceased’s death. The Crown sought to 
include the policy moneys (or part thereof) in 
the deceased’s estate for estate duty purposes. 

` Now in order that Section 2 (1) (d) of the 
Finance Act, 1894, should apply, it is necessary 
to establish at least three matters: (i) that the 
policy comes within the description of ‘other 
interest’; (ii) that such other interest has been 
purchased or provided Бу. the deceased either 
alone or in concert or by arrangement with some 
other person; and (iii) that the beneficial interest 
in such other interest has accrued or arisen by 
survivorship or otherwise on the death of the 
deceased. 


‘Other Interest’ 


As to the first point, the House appears to have 
accepted the proposition that the absolute 
beneficial ownership in a life policy constituted 
such an ‘other interest’; though Lord Morton 
in his judgment appears to have had some mis- 
givings about the matter, and drew attention to 
the fact that Section 2 (1) (c) of the Act of 1894, 
incorporating Section 11 of the Customs and 
Inland Revenue Act, 1889, singled out money 
received under a policy of insurance from other 
property, and expressly rendered it liable to 
estate duty in certain circumstances. Section 11 
(1) of the above Act of 1889, it will be observed, 
added paragraph (c) to Section 38 of the Customs 
and Inland Revenue Act 1881. The material 
words of paragraph (c) are: 
“The charge under the said section (Section 38 
(2) of the Customs and Inland Revenue Act, 
1881) shall extend to money received under a 
policy of insurance effected by any person... on 
his life, where the policy is wholly kept up by him 
for the benefit of a donee, whether nominee or 
assignee, or a part of such money in proportion 
to the premiums paid by him, where the policy 
is partially kept up by him for such benefit.’ : 


Section 30 (1) of Finance Act, 1934: Deeming of 
‘Provision’ of Policy 


On the second point, the extension of paragraph 
(d) of Section 2 (т) of the Finance Act, 1894, by 
Section 30 (1) of the Finance Act, 1939, should be 
noted. According to the latter provision, para- 
graph (4) is to have effect, in relation to any 
annuity or other interest purchased or provided 
wholly or in part by any person who was at any 
time entitled to, or amongst whose resources 


there was at any time included, any property. 
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derived from the deceased, as if that annuity or 

other interest had been provided by the deceased. 
The second condition accordingly was also 

satisfied in D'Avigdor-Goldsmid v. СТ.Е. — 


Effect of Absolute Assignment 


The real problem arose on the third point. The 
grounds on which the House of Lords held that 
the policy money did not form part of the 
deceased's estate were that it was the whole 
beneficial interest in the policy and not in the | 
policy moneys that passed to the son absolutely 
18 1934. : 

As Viscount Simon put it in his judgment 
([1953] 1 АП E.R. at page 406): 

‘A life policy is a piece of property which confers 
on the owner of it the right, if certain conditions 
continue to be satisfied, to claim and be paid the 
pally moneys on the death of the person whose 
ife is assured. These rights, therefore, belonged 
to the appellant from 1934 and were the beneficial 
interest in the policy which belonged to him from 
that moment. When the death occurred, he held 
these rights, and the quality of these rights was not 
changed by the death, which was merely the 
occasion when the righta were realized. There 
was, therefore, no new or additional beneficial 
interest in the policy which arose on the death of 
the appellant’s father. For six years past, he had 
had absolute and unfettered ownership of the 
policy. As Vaisey, J., pointed out ([1951] 1 A.E.R. 
248) he “could have sold it, mortgaged it, given 
it away, destroyed it, settled it, or (being a policy 
on his father’s life) he could have surrendered it 
‘at the moment when his father was im extremts, 
at the point of death”.’ 


Attorney-General v. Robinson 
Although the facts in this case are different 
from those in Attorney-General о. Robinson so 
that the latter case might be distinguished, yet 
the basis of the decision given by Baron Palles, 
viz. that the interest was in the cash represented 
by the policy moneys and not in the policy 
itself, was one which, in the view of the House, 
was not maintainable. | 

In Robinson’s case the husband had brought. 
four policies on his life, and the wife had brought 
а sum of money into the marriage settlement, 
and the policies from the date of the settlement 
were kept up out of the income of the wife’s 
moneys. According to the trusts, so far as 
material, immediately before the death of the 
husband, who survived the wife, the interests of 
the children in the policies and the policy moneys, 
which were in equal shares, were defeasible, but 
upon his death the children became entitled 
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absolutely, though in different shares. Accordingly 
the nature of their interest was altered by the 
death. 
| Attorney-General v. Dobree 

The case of Attorney-General v. Dobree ([1900] 
1, Q.B. 442) which likewise must be regarded as 
subject to the same criticism as Robinson’s 
case, also differed from the D’Avigdor-Goldsmid 
case. There the deceased had settled a policy 
on his life on trust for his wife for life with 
certain remainders over, and he covenanted 
‘to pay the premiums. The wife survived the 
husband and it was held that estate duty was 
payable in respect of the policy moneys. Dobree’s 
case therefore differs on its facts, in that there 
neither the wife nor the personal representatives 
could have received any of the policy moneys 
unless the wife survived her husband, whereas in 
the D’ Avigdor-Goldsmid case, as from the date of 
the appointment in favour of the son absolutely, 
the son or his personal representatives would 
have become entitled to the policy moneys 
irrespectively of whether or not the son survived 
his father. The nature of the son’s interest as 
from the date when he became absolutely 
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entitled did not alter in any way by reason of the 
father’s death. 


Paragraph 2 (1) (c): ‘Donee’ 
Finally, the contention of the Crown that the 
case was caught by the amendments to Section 
11 (1) of the 1889 Act, made by Section 2 (1) 
(c) of the Act of 1894, was rejected by the Court 
of Appeal, and the point was not further pursued 
by the Revenue in the House of Lords. In the 
view of the Court of Appeal the word ‘donee’ 
in the above provision could not be construed as 
including a child of a marriage who took the 
interest under the marriage settlement of the 
parents, since a child was within the marriage 
consideration and therefore would not be re- 
garded as a ‘volunteer’, giving no consideration. 
Therefore, even assuming in the D’Avigdor- 
Goldsmid case that the son derived his title to 
the policy moneys under the marriage settle- 
ment of 1907 and not under the appointment 
in his favour absolutely by the appointment of 
1934, he could not be regarded as a ‘donee’, 
and the policy moneys could not be made liable 
to estate duty under paragraph (c). | 


ACCOUNTING PRINCIPLES 


THE CONFLICT IN CURRENT THEORY 


by W. T. BAXTER, B.Com., С.А. 
Professor of Accounting, University of London 


OW will the historian of accounting, looking 
back at you and me from A.D. two thousand 
and something, describe us? 

I suggest he might do worse than interpret the 
present state of accounting as a clash between two 
ways of thought -as yet one more example of the 
universal conflict between the man who wants to 
tug at the brake and. the man who wants to step on 
the accelerator. One group of accountants (whom we 
may call the ‘conservative’ school) is deeply impressed 
by the obvious and time-tested merits of double-entry 
book-keeping; it regards the procedures underlying 
ledger accounts as profoundly significant, and so is 
averse to any change in the form or size of the 
historic cost figures that result from such records. 
Another group of accountants (call them the ‘liberals’ 
or ‘reformers’ for short) is disposed to treat double- 
entry as no more than a useful clerical device. Thus 
the liberals would argue that an accountant, when 
drafting a report for laymen, should be guided 
solely by the laymen's needs, and should abandon 
the wording and layout of ledger accounts; and that 


А lecture delivered to the Institute of Internal Auditors 
on May 6th, 1953. Mr А, L. Watson was in the chair. 


historic cost is merely one of several possible bases 
of valuation, and should (when it is inferior to 
another basis) be replaced without compunction. 

Our historian's picture would of course be subject 
to qualifications. The two ideological camps are, 
happily, neither blind to each other's views nor 
un ig to compromise. Debate between the two 
schools is conducted with restraint and good humour. 
Тће dividing line is often far from clear-cut; a given 
accountant may incline to the conservatives in some 
matters, and the reformers in others (e.g. it is common 
to favour historic figures in financial accounts, and 
departures from this basis in costing). 

Judging by the reactions of accounting bodies on 
both sides of the Atlantic, the conservatives are the 
more important party both in numbers and prestige. 
One can readily see why this should be so. Ап 
accountant's training and daily work both pre- 
dispose him to favour historic figures. Historic costs 
are the automatic products of double-entry; they thus 
emerge economicaly and quickly. As accountants, 
we like them because we understand them and can 
be sure of their accuracy; as auditors, because they 
are objective and eminently tickable. They serve 
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the aims of stewardship to perfection. And, on the 
other side, we can all point to ugly cases of bank- 
ruptcy and fraud that would not have been possible 
had conservative figures been used. : 

But do all these unquestioned merits mean that 
the rules of double-entry constitute a ‘principle’? 
Even if they do, are not accountants bound to honour 
a still more important principle — that of showing 
the truth to the utmost degree possible? All types 
of figures are apt sooner or later to reveal themselves 
as unsatisfactory and limited. An accountant's over- 
riding aim should surely be to find the figures that 
explain, with the least possible distortion or doubt, 
whatever aspects of business life his clients want to 
study. | 

Most accountants would, I think, accept some 
such principle as fundamental- though no doubt 
with various reservations. The profession has already, 
in a number of important fields, shown its willingness 
to turn away from the ledger when historic cost is 
plainly not the best gauge of current value. Stock is 
revalued at market rates if these are lower than cost. 
Depreciation is recognized; even though original 
cost serves as basis, and annual charges are worked 
out by a formula, in fact these charges rest on highly 
subjective views on use- pattern, life, and scrap 
value. In the presentation of final accounts, the con- 
servatives have made generous concessions, with the 
result that published statements have altered out of 
all recognition in the last twenty-five years. In cost- 
ing, the rapid spread of standard costs may be looked 
on as a tacit admission that historic costs have failed 
` to do their job; the same admission was made when 
cost accountants agreed that replacement price is 
one of the rates at which stock-issues may properly 
be charged in accounts and estimates. And, finally, 


inflation has intervened with dramatic effect; many . 


firms now supplement historic figures with devices 
such as reserves for replacement of stock or plant. 

All these changes add up to a formidable thin- 
end-of-the-wedge. Their acceptance – even in part — 
may well seem to go a long way towards destroying 
the logic of the conservative case. 

Whether or not this guess at the outline of our 
future history book is right, it provides us with a 
o framework in Which to place current issues. 

t us look rather more closely at some of these. If 
we exclude costing, the challenge of the innovators is 
chiefly concerned with three matters: 


(1) Form and wording of published statements. 
(2) Revaluation of balance sheet figures (at some 
given date). 


(3) Revision of cost figures (ie. measurement 
of costs and revenues in like money units). 


I- FORM AND WORDING 
_ Two Sides ог One? 
In the form and wording of published statements, 


the success of liberal ideas has been beyond dispute. 
Published accounts have become far more helpful 
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and informative during the last two decades. How- 
ever, they still betray their P origins; 
a two-sided revenue account is obviously an excised 
bit of the ledger and, as continental practice shows 
very clearly, the balance sheet also stems from the 
ledger. How would they be drafted by a person who 
thought only of the lay readers’ needs, and could 
entirely forget ledger rules? Almost certainly he would 
reject the ‘double-sided’ form of statement in favour 
of the ‘single-column’ or ‘report’ form. 

The single-column form has already made rapid 
strides so far as the revenue account is concerned. 
The reason is not far to seek. A published appro- 
priation statement needs many sub-totals (e.g. profit 
before tax, profit after tax, profit after appropriations, ` 
etc.), and these sub-totals could be obtained from a 
two-column account only by introducing an excessive 
number of breaks for ‘balancing’. Further, the report 
form offers more scope for intelligent wording and 
explanation of the complicated items that are inherent 
in consolidated accounts. 


Improved Wording in Balance Sheet 


The increased use of this form in balance sheets 
would enable us to give better explanation of matters 
that are just as puzzling to the layman. He could 
probably understand the balance sheet best if it 
began with the assets (preferably headed -by the most 
familiar, cash); the liabilities might helpfully be shown 
as deductions, so that figures for ‘net working 
capital’ ete. emerge. Such dubious assets as a debit 
balancé on revenue, or suspense, or ‘reorganization’, 
accounts ~ representing not so much wealth as the 
space once occupied by wealth now lost ~ should 
not be shown at this stage, but deducted from part 
two of the balance sheet. 

This second part of the balance sheet – devoted to 
the owners' 'capital in the broadest sense of the 
word — requires even more careful explanation than 
part one if misunderstanding is to be avoided. The 
main risk is that readers will suppose the figures 
betoken some extra. wealth, over and above that 
described in part оде – for instance, that the reserves 
somehow indicate the presence of extra liquid 
resources. We must strive to show.that part one is an 
analysis of wealth according to physical type etc., 
and that part two is a re-analysis of the same wealth 
according to its origins, e.g. as original contributions 
by members (nominal capital and premiums) and 
accretions from profitable trading or other sources. 
Thus, if part one ends with a net asset total of £x, 
part two might begin with some such phrase as: 

“The above £x has been invested in the company 
by the shareholders in the following stages. 
Then would follow sections dealing with the sums 
received in return for shares, gains on capital trans- 
actions, retained trade profits, and so on. 


Reserves 


The word ‘reserve’ is so ambiguous, and gives rise 
to Buch misconceptions, that it might well be aban- 
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doned. If the non-accountant were asked for a 
definition of a ‘reserve’? he would probably hazard 


the guess that it means cash (or other liquid resources) 
in excess of immediate needs; this is approximately 


the sense in which the word is, for instance, used in 
the banks’ statements. An accountant would at once 


‘reject this definition; but what alternative could he 


give? A credit balance can be renamed ‘reserve’ as a 
result of various considerations: 


(a) Sometimes the concept of what is legally dis- 
tributable is dominant. This leads to subdivision 
between capital and revenue reserves. The 
matter is further complicated by the possibility 
of some types of capital gains being ‘free for 
distribution’ in ways other than ‘through the 
-profit and loss account’. 

(b) In other cases, budget needs are the main 
criterion. The making of transfers to reserve is 
here a diplomatic if rather oblique hint to share- 
holders that profits are unlikely to ђе paid 
as dividends. (And, as this withholding is prob- 
ably due to the investment of cash in some less 
liquid form of assets, we here depart very far 
from what the layman means when he talks of 
‘reserves’ in the context of finance.) 

(c) 'The matter is also complicated by the aesthetics 
of figures. Reserves, we usually feel, should take 
cognizance only of large round numbers; un- 
appropriated profit thus tends to consist of the 
inelegant residuary amount. 

(d) Further, the use of the word ‘reserve’ gives a 
reassuring air to the balance sheet, carrying a 
suggestion of strength and stability that is 
comforting even if the reason eludes precise 
statement. In many cases, ‘reserve’ is not a 
statistical measure but a soothing noise. 


In short, there is little uniformity in either defini- 
tion or practice. | 

It is fortunate that balance sheets now tend to use 
‘revenue reserve’ as a heading for both reserves and 
unappropriated profits, thus acknowledging that the 
distinction is somewhat artificial. If we went a step 
further, and substituted for ‘reserve’ phrases explain- 
ing more fully the significance of the sums in ques- 
tion, the gain to the shareholder would be great. 


The Par Value of Capital 


Company law demands that some rather arbitrary 
amount must be labelled ‘share capital’ at the 
company’s birth, and that each share must be 
Е аз а fraction of the grand nominal 
value. Further, the figures so chosen must not be 
altered except after onerous and costly formalities. 
Tt follows that the ledger figures for capital, and the 
balance sheet’s description of this item, are prone 
to, mislead. The historic par value of each share is 
extremely unlikely to match any of the possible 
figures for ‘value’ that will emerge once the company 
has been floated; indeed, even at the date of the first 
issue, there may be a considerable gap between par 
and other value figures — the shares may be issued 
at a premium, or in return for assets (other than 
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cash) that are valued in a rather arbitrary way. As 
time passes, the difference between nominal and 
current values is likely to grow wider, as a result of 
the ordinary incidents of business fortune - e.g. 
good and bad profits, or changes in the market rate 
of interest – and of the ploughing back of profits. 

We need hardly be surprised, therefore, if there is 
a good deal of misapprehension about share values. 
The results are serious. Political criticism of com- 
panies is often based on misunderstandings that are 
hard to dispel; and the attitude of workers may be 
understandably bitter. One proof of mental confusion 
can be seen in the popular outcry against bonus 
shares. Another proof can be found in the terms of 
reconstruction schemes, which are apt to be grossly 
unfair to preference shareholders. 


The Share of No Par Value 


Where nominal value is necessarily at such odds 
with current values, surely there are strong grounds 
for dispensing with it, both in the balance sheet and 
in the name printed on the share certificates. Just 
as a partner might accurately describe his stake in 
the firm as, say, ‘a three-eighths share’, so the share- 
holder in a company might with advantage think of 
his holding in terms of a vulgar fraction; basically, 
his rights are to a certain proportion of the equity. 
He would be more likely to appreciate his position 
if his shares had no par value. This is the essence of 
the case for legalizing such shares in Britain; and it 
is significant that the memoranda tendered by 
accounting bodies to the Gedge Committee have on 
the whole welcomed the proposal. Here is a chance 
for further improvement in terminology and figures. 

The introduction of no par value shares Would not 
make misunderstanding impossible. However, the 
removal of the suggestion that the shares convey 
stable rights, defined in terms of so much money, 
would put shareholders on their guard. It would 
serve as notice that the rights attached to the shares 
can be found only by detailed scrutiny of the com- 
pany's rules, and that the value would change with 
the company's circumstances. 


Accounting for No Par Value 


If our law were altered to permit the use of no par 
value shares, a number of accounting changes would 
follow. These would be more important from the 
standpoint of the wording and arrangement of final 
accounts than from that of the ledger figures. While 
it is possible for the capital of a company with no 
par value shares to be 21 – one or two such cases 
exist in Canada - usually some figure of ‘stated 
capita" is paid on each share and credited to a 
permanent ‘stated capital account’, Many of the 
possible faults of no par value shares could be avoided 
if the Act authorizing them were to insist on the 
whole issue price being treated in this way. Such a 
clause would harmonize with present rules, since 
it would forestall any tendency to credit part of the 
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price to surplus available for distribution. Premiums 
and discounts would be merged in stated capital; 
thus the accounts would be made simpler, and 
there would be an end to the existing handicap on 
further issues by companies whose shares stand 
below par. 

One advantage claimed for no par value shares is 
that they enable intangible or fixed assets to be 
shown in the balance sheet at a low figure, thus 
warning the reader of the conditional nature of the 
. values in question. For instance, if 500 no par value 
shares were issued for £500 of cash, and 229 more 








shares for goodwill, the latter asset could be shown 
at a nominal value of (say) £5: 
£ £ 
Capital (по par value Goodwill .. T 5 
shares): 
500 shares issued for Current assets 500 
cash .. .. | 500 
500 shares issued for 
a considera- 
tion other than 
cash .. T 5 
1,000 £505 £505 


On the other hand, the issue of shares in this way 
opens the door to various dangers (e.g. that of 
directors giving shares to ‘insiders’ on terms 


to the other shareholders). Probably, therefore, it 
would be wiser to compel directors to place a true 
and fair value on a consideration other cash. 


Another advantage of no par value shares is that, 
when their market value becomes inconveniently 
high, they can readily be split. Thus the 1,000 shares 
in the above example could be split into 10,000 
shares — with no change in the figures in the money 
columns of the balance sheet. Conversely, shares can 
be consolidated if they sink to inconveniently low 
values (thus doing away in many cases with the need 
for a reconstruction). 


II- REVALUATION OF ASSETS 


When our friends point out the defects of the balance 
sheet as a description of current value, we accountants 
reply (rather wearily) that a balance sheet makes no 
claims whatever to be such a description. Тће balance 
sheet is, we repeat for the thousandth time, a sum- 
mary of wealth received and invested throughout the 
firm's history, and emphatically is not meant to be 
а photo of present worth. 

As a statement of fact, our reply is unexception- 
able. The question is whether anyone wants our kind 
of balance sheet. True, it is an excellent form of 
account for purposes of stewardship; and stewardship 
records – guaranteeing, as they do, the presence of 
elementary honesty and order-— are an essential 
first step in any system. But need they also be the 
last step? Historic costs must eventually, even if 
general prices have remained stable, pet out of date 
as ae of current value. If prices have moved as 
far and fast as they have since 1914, the proof be- 
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comes poor indeed; anyone who tries to assess the 
size and nature of assets bought even a few years 
ago will get scant help from our list of historic costs 
(especially as the purchase years of the different 
items are not shown). Our defence of such a list is 
apt to evoke frivolous answers from our friends. 
“Had one of our public companies been anachronistic 
enough to acquire assets before the Norman Con- 
quest, its auditors would today be insisting upon the 
validity of the figure entered in the ‘Domesday Book’. 
That, they would argue, was the cost, and cost is 
all that matters." 


Defects of Historic Value 
There are several reasons why pre-inflation values 
are undesirable today. One is that depreciation 
charges are apt to be too low; I shall deal with this 
matter in the next section. Another is that earnings 
and.dividends may, without the owners realizing 


the fact, have sunk to a level that is very small com- 


pared with the assets' new values. If this disparity 
18 typical of many firms, then our economy is being 
run in a wasteful way. In such cases, sale prices 
ought to be raised till the return on the assets becomes 
more normal. If the market will not bear the increase, 
then there are grounds for asking whether the firm 
ought not to be made smaller, or closed down entirely, 
by transferring its resources to other firms whose 
services are more highly esteemed by customers. 

The last paragraph will bring to mind the recent 
cases in which shareholders have suddenly received 
high offers for shares from persons anxious (in effect) 
to buy the company's premises, ships, or other fixed 
assets. If asset values had been stated more candidly 
in the accounts, both shareholders and directors 
would have been able to foresee this possibility, and 
to take decisions in a cooler atmosphere. Such 
upheavals may become common if balance sheets 
are not revised. 


Revaluation Methods 


Let us now turn to the mechanics of revaluation.* 
'The aim should, I think, be to give some idea of 
current replacement costs. One simple way of show- 
ing the facts is to add a note with any available 
information about current values. Only a lax manage- 
ment will have failed to raise insurance cover in 
step with prices; the new figure, though it probably 
lays no claims to high accuracy, is worth showing. Àn 
example of such a note runs: 
5 “The fixed assets totalling £554,497 are insur 
for the sum of £2,744,125 valued on reinstatement 
basis except in the case of buildings of one subsidiary 
which are valued on basis of indemnity value.’ 
Alternatively, the firm may drop historic cost 
overboard, and renovate its fixed asset figures. How 


1 Investors Chronicle, February 19th, 1949. 
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are the new values to be got? One method is to give 
the task to a professional appraiser. This method has 
its advan : it puts no extra work on to the 
shoulders of the company’s staff, and ensures that 
the figures are ‘independent’. On the other hand, we 
may perhaps feel – without meaning any disrespect 
to a sister profession ~ that the fee is rather stiff; 
that we should like to know a little more about the 
appraiser's principles and assumptions; and, with 
highly-specialized plant, that no outsider (however 
expert) is likely to ее all the facts at his disposal. 

There is thus a lot to be said for considering 
whether the firm’s own engineers and accountants 
should not do some or all of the valuing. A number of 
questions must be weighed. Are one’s own officials 
familiar with market prices and installation costs — 
say, because plant is continually being replaced? 
Are the bits of plant relatively few and simple 
(though possibly of great size and value), or are 
they numerous and intricate? (Compare the chemical 
industry with electrical engineering.) Has a suitable 
plant register been. kept? Does the plant fall into 
groups, each of which can be simply reappraised, 
perhaps with the help of an index? — . 

If the answers to such questions seem on the whole 
to be satisfactory, the next step is for a committee 
of the engineers and accountants — possibly scattered 
over many branches - to draw up common rules of 


procedure. 'Two different values (both at a given 


balance sheet date) may be sought: 


(1) Replacement cost of a brand-new plant. Such 
a value will be useful for capital budgets. 


(2) Current value of existing plant, in its actual 


state of physical wear and obsolescence. Esti- 
mates T remaining useful life will also be 
needed. "Гћезе figures may give the new 
depreciation charges. 

The committee wil have to deal with many 
intriguing questions of principle. How do we find 
replacement cost under (1) if new plant would be 
quite different in design from the old? А possible 
answer is to take either the cost of buying a model 
identical with the present one or the cost of the new 
model, whichever is the lower. Under (2), are 
the revised values to be a fraction of the answers 
found under (1), or are they to depend on current 
second-hand prices (if such things exist) or the 
estimates of the engineers concerned? I suspect that 
much must depend on informed personal opinion. 
Again, how far is obsolescence to be recognized? 
Some machines will be threatened obviously; of the 
rest, we can say only that a proportion of the plant — 
and we do not yet know which. items — is likely to 
die young. We may decide to allow for the former 
type of obsolescence, and not the latter. 

Other rules will deal with recently-bought plant 
(which may not need fresh values), and with the 
division of plant into convenient units, each of which 
can be tackled separately. These units must be bi 
enough to obviate insignificant detail, and yet ecl 
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enough for accuracy and for treatment in the plant 
register. : 
The Revalued Balance Sheet 

When the arduous task of revaluing is over, the new 
totals must be put into the ledger. Further problems 
arise at this stage; indeed, a formidable new branch 
of accounting theory threatens to emerge. 

Suppose that three years ago a company invested 
£7,000 in plant; that the plant then had a ten-year 
ife; and that, at the end of the current year, the 
written-down value of the plant is £700. The balance 
sheet might now run: 

£ £ 


Capital and reserves, Plant – cost .. 1,000 








say . 1,000 Less Depreciation 300 
790 

Other assets 300 

£1,000 £1,000 


At this date the directors decide to revalue, and 
find that {2,100 is the current value of the plant in 
its semi-worn state (prices having trebled). The net 
figure for plant must be raised from £700 to £2,100, 
ie. by £1,400; and thus а new credit balance of 
£1,400 must also be created. The simplest plan is 
to describe the whole £1,400 as a single ‘capital 
reserve’: 


d 


£ £ 


Capital and reserves 1,000 Plant (worn) as re- 
valued .. . 








Capital reserve — sur- . 2,100 
plus on revaluation 1,400 Other assets зоо ` 
£2,400 


£2,400 





But this simple treatment fails to show deprecia- 
tion details, and fuller figures may seem desirable. 
For instance, the directors may think that the £300 
already allowed for depreciation should be kept in 
view; this can be done by (in effect) writing back the 
depreciation, and so reducing the 'surplus on revalua- 
tion'. Accordingly, the capital reserve is in practice 
sometimes shown thus: 

Capital reserve: + 

Accumulated depreciation provisions, at date of 





plant revaluation “~ se 55 9 зоо 

Surplus on revaluation in excess of the above 
depreciation provisions 4 ле 1,100 
Total appreciation in value of plant £1,400 


In defence of this analysis, one might perhaps 
argue that undue exuberance in revaluation may be 
checked by the separation of ‘write back’ from 
‘write up’; for the former is a given quantity, and 
the law and City sentiment have always been un- 
friendly to the latter. On the other hand, the exact 
nature of these two factors is hard to explain in the 
short space afforded by a balance sheet, and indeed 
the explanation seems likely to run us into conceptual 
difficulties. 

Ideally, should not the revised balance sheet show 
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all the plant figures in terms of modern £s? Three 
new figures seem to be called for: 


(1) The estimated replacement cost of a brand-new 
plant should be stated. In our example (if the 
price index has risen from 100 at purchase date 
to 300) this cost is £3,000. 

(2) The figure for the depreciation already allowed 
(£300) must be adjusted; if plant’s historic cost 
is revised, sums based on that quantity must also 
be revised. Let us for simplicity assume that the 
price index has, over the three years during 
which depreciation has been provided, stood on 
average at 180; £300 put aside when the index 

300 

180 
£500) now that the index is at 300. 

(3) As total depreciation is in fact (£,3,000 — 22, 100), 
i.e. £,9oo, the under-provision to date is (900— 
£500), i.e. £400. This sum should be transferred 
from accumulated revenue. 


'The revised balance sheet might now run: 


was at 180 is equivalent to x £300 (ће. 








| £ 
Capital and reserves 1,000 Plant, as revalued at 
year 3: 
_ Less Under-allow- Estimated replace- 
ance for depre- ment cost (new) .. 3,000 
ciation now made Less Depreciation 
good .. .. 400 already pro- 
— vided (£300); 
600 revised £ 
Surplus on revalua- figure .. 500 
tion! 1,800 Extra de- 
preciation 
now pro- 
vided .. 400 
Estimated value 
(worn) 2,100 
Other assets — at cost 300 
£2,400 £2,400 





This is regrettably complex but gives a much 
truer picture of the facts. For instance, the directors 
are now able to face the budget problems of replacing 
the plant: if the ‘other assets’ are £300 in cash, the 
outlook is serious; but if they are, e.g., investments 
whose market value has appreciated over book value, 
the position may be satisfactory. 

Whichever type of balance sheet: is adopted, 
depreciation quotas are likely henceforth to be less 
meagre than in the past. They may be founded on 
the new value of £2,100, spread over the remaining 
life of seven years; they may thus amount to £300 
a year instead of {100 as hitherto. 

Revaluation confers two great benefits: assets are 
shown at modern and consistent figures, and the 


1 This figure is found: £ 








Plant – revised figure . 3,000 
Less Depreciation ~ revised figüre 500 
2,500 

Less Net book value to date 700 
£1,800 


Surplus on revaluation 
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yearly depreciation charge is brought into line with 
these figures. Are there fa pleasant results? 


Disadvantages of Revaluation 
The following disadvantages suggest themselves: 


(1) If the price movement has not yet reached its 
end, another upheaval will shortly be needed to 
make the balance sheet up to date. 

(2) Lf prices fall, there will be a logical obligation to 
revalue again— downwards. (And cold logic 
will be reinforced by disadvantage (4) below.) 
Whether the slashing of asset values will be 
popular remains to be seen. 

(3) Most of us are prejudiced against uncontrolled 
revaluations, since they offer scope for undesir- 
able .window-dressing. Accordingly, if asset 
values are to be changed, there seems a good 
deal to be said for revalorization, i.e. the chang- 
ing of asset figures, by all firms, in step with 
official indices published by government from 
time to time — the procedure adopted in some 
continental countries. 

(4) Because the balance sheet values may again 
get out of date after even a month or two of 
further price changes, the revised depreciation 
charge may soon become faulty. If prices rise, 
the charge will be too low; if prices sink, it will 
become a millstone, as was shown by American 
experience during the slump following 1929. 

(s) Revaluation of the type described does nothing 
to eliminate the error on stocks. To counter this, 
and to keep depreciation charges up to date, we 
need some such cure as that described in tbe 
next section. 


III - REVISION OF COSTS 
Real versus Money Costs 


When they use original cost in a revenue statement, 
accountants are conserving a trick of calculation that 
is deeply rooted in men's minds; indeed, its familiarity 
and general acceptance are one of the accountant's 
main defences. If we buy goods for £1,000 and sell 
them at £1,500, a homely sum at once flashes on to 
the mental screen: 





£ 

Cost 1,000 
Selling price 1,500 
Profit £500 


But in times of rising prices, the reformers tell 
us to substitute a new set of figures for this familiar 
sum. Suppose prices rise 50 per cent between the 
dates of buying and selling. The new version runs: 


£ 
Cost: Historic .. 1,000 
Provision for extra replacement 
cost 500 
Total real cost .. 1,500 
Sales ,500 
Real profit Nil 
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To justify his less cheerful profit, the reformer asks 
what happens when the firm seeks to buy its next 
batch of goods. The repeat dose of input now costs 
£1,500. If any of the £500 nominal profit has been 
withdrawn – апі, even if the owner takes home 
nothing, the tax collector will not deny himself – the 
firm cannot replace its stock. It must either work 
henceforth on a smaller physical scale, or run into 
debt. This dilemma has in recent years been so 
usual, and so disastrous, that the reformer's thesis 
must make uncommonly sound sense to thoughtful 
business men. 

Precisely the same inflation of profit and tax 
occurs with every other operation in which there is a 
time-lag between cost date and revenue date. Wasting 
assets provide an even more striking example than 
stocks, as plant is likely to have been bought at the 
low price levels of many years ago; depreciation 
charges based on historic cost may need to be supple- 
mented by several hundred per cent if real capital 
is to be replaced. 


Book-keeping for Replacement Cost Reserves 


The least objectionable device for maintaining capital 
in times of rising prices is, I think, the 'adjusted 
historic cost’ system. The root of the trouble is not 
so much 'inventory profit' as the disparity between 
cost £s and revenue £s (arising wherever input date 
precedes sale date); any cure must aim at increasing 
the cost figure, and the simplest method of doing so 


‘is to adjust historic cost with a multiplier based on 


an index. If a single index (prepared, say, by the 
Board of Trade) were used by all firms, there would 
be little scope for abuse. 


Pros and Cons of Proposed Changes 


Weighty arguments can be advanced against the 
proposed changes — on grounds including both tech- 
nical difficulty and social justice. Yet no accountant 
can feel entirely happy about orthodox methods; 
these have probably led to faulty decisions by manage- 
ment, misunderstanding by shareholders, -hostility 
from workers and customers, and tax payments 
amounting in some cases to a capital levy. 


CONCLUSIONS 

Our imaginary historian will perhaps sum up his 
chapter in this way. Certain flaws always existed in 
the theory of historic cost; nevertheless, so long as 
prices were stable, the system worked well enough to 
satisfy most accountents and their clients, and reform 
was limited to mild improvements in layout, wording 
and disclosure. Inflation showed up the flaws with a 
ruthless logic that could not be ignored. A worried 
profession had to face demands for reform, both 
from its own ranks and outside; tenets hitherto 
deemed above question came suddenly under the 
fire of hostile critics. 
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Only a rash person would venture to guess the 
outcome of this conflict. But let us at least hope our 
historian can record that we behaved not unworthily 
in this test – that we took what was good in the new 
ideas without undue delay, and were not too gullible 
in swallowing what was false. 

Other professions have passed through phases of 
sudden challenge to accepted principles; and it may 
be salutary for us to recollect what happened in 
some of these cases. A cen ago the Church found 
itself abruptly confronted by the theory of evolution; 
many of its leaders rejected the new concepts with a 
blindness that we now find hard to understand. 
Medicine has also had to face revolutions in thought, 
such as those following the discovery of chloroform 
and bacteria; notoriously, some authorities in the 
profession did not welcome the new means of fighting 
pain and death. We have all, no doubt, shaken our 
heads sadly and incomprehendingly over such 
antagonism in other men to fresh ideas. Now it is 
our turn to meet what is (though the analogies are 
not perfect) much the same sort of challenge. Thus 
we have an excellent chance of looking into our 
minds and asking why it is that most of us dislike 
new ways of thought. How much of our resentment 
arises because there seem to be logical faults in the 
new theories? How much because of a reasonable 
wish for caution in face of unexplored risks? How 
much because we do not like to admit that mental 
capital is obsolete? 


Authority and Truth 


In this article I have tried to show that we account- 
ants may, without immodesty, look on our current 
problems as something more than the growing- 
pains of a mere technique — that our debates and 
perplexities are akin to those of all other men who 
have tried to expand scientific or intellectual prin- 
ciples. If this view is right, we must face a rather 
unpalatable corollary. i 

When, in the past, men have been grappling with 
new ideas, pronouncements by authority have seldom 
been helpful. Truth is hard to recognize. A plausible 
idea may be accepted by enlightened authorities, 
after prolonged criticism and test, and yet in the 
end prove tọ be false; or it may prove to be one 
aspect only of the whole truth, and thus need to be 
modified from time to time as knowledge grows. The 
main aid to the finding of truth is freedom to discuss 
every idea impartially. If authority — particularly an 
authority that can mould education – backs some 
ideas and denounces others, then the quest must be 
hampered. Therefore, if I may say so with respect, 
for a professional body to issue official Recommenda- 
tions on problems of intellectual principle seems 
wholly wrong. Such a body can help us in our present 
dilemmas by fostering discussion, experiment, and 
research; for the rest, is not its only wise course to 
maintain a strict neutrality? 
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WEEKLY NOTES 


More Coronation Honours 
In our last issue it was our privilege to congratulate 
certain membérs of the profession whose names 
appeared in the Coronation Honours List. We now 
have pleasure in congratulating the following mem- 
bers who have also been honoured. 

Two chartered accountants become Knights 
Bachelor — both for political and public services ~ 
they are Mr W. J. Grimshaw, A.C.A., J.P., of London, 
med Mr J. G. Rutherford, a.c.a., of Sunderland. 

The K.B.E. has been awarded to Major-General 
C. №. Bednall, с.в., 0.B.E., M.C., A.C.A., Paymaster- 
in-Chief, the War Office, and the following chartered 
accountants receive the C.B.E.: Mr У. О. Copeman, 
О.В.Е., A.C.A., of Norwich, for services during the 
East Coast floods; Mr John D. Kelly, C.A., J.P., 
senior partner in the firm of Thomas Kelly & Co, 
Chartered Accountants, of Glasgow, for political 
and public services; and .Lieut.Col Norman 
MacLeod, C.M.G., р.8.0., D.L., C.A, Officier, Legion 
d'Honneur, senior partner in the firm of Kerr, 
MacLeod & Macfarlan, Chartered Accountants, of 
Glasgow, and a member of the National Executive 
Council of the British Legion (Scotland). 

The O.B.E. has been awarded to Mr W. H. B. 
Harley, C.A., finance secretary, British Broadcasting 
Corporation. 


'The President of The Institute 


Mr James Blakey, F.C.A., was elected President of 
'The Institute of Chartered Accountants in England 


and Wales at a meeting of the Council of the Institute i 


held last Wednesday.! 


Mr Blakey is the senior partner in the firm of ; . 
Litton, Pownall, Blakey and Higson, Chartered : 
Accountants, of Manchester, which was founded in : 
1864 by the late Mr William Butcher. Articled to his | 


late father, a partner in the firm, in 1908, Mr Blakey 
was admitted an associate of the Institute in 1913, 
being elected a fellow in 1922, and a member of the 
Council in 1937. 


An active member of the committee of the Man- . 


chester Society of Chartered Accountants since 1921, 
he was honorary secretary for six years and president 
for the years 1933 and 1934. It was during his 
presidency of the Society that an autumnal meeting 
of the Institute was held in Manchester; at that time 
the President of the Institute, Mr Arthur Cutforth, 
C.B.E., F.C.4. (now Sir Arthur Cutforth) paid a special 
tribute to Mr Blakey for the manner in which he 
had carried out his arduous duties and heavy 
responsibilities. ма 

Since 1938 Mr Blakey has been а member of the 
Applications Committee of the Council (chairman 
since 1950), and from 1943 until the time of his 


TA ort of the speeches made at this meeting will be 
published in next week’s issue. 





election as Vice-President, a member of the Investi- 
gation Committee, being chairman from 1949 to 
1952; he is also a member of the General Purposes 
and District Societies Committees. 

From 1936 to 1937 he was President of the Man- 
chester Chartered Accountants Students’ Society, 
and for many years was on the board of management 
of the Manchester Hospital for Diseases of the Throat 
and Chest. He is also a General Commissioner of 
Income Tax for the Bucklow area in Cheshire. 

During his vice-presidency, Mr Blakey attended, 
on behalf of the Institute, the fiftieth annual general 
meeting of the Canadian Institute of Chartered 
Accountants held in Quebec and Montreal last 
September. 

It gives us great pleasure to present to readers in 
this issue a reproduction of a recent photograph of the 
new President. 


The New Vice-President 


Тће new Vice-President of the Institute is Mr 
Donald Victor House, Е.С.А., who is well known to 
members, particu- 
larly as chairman of 
the Summer Course 
Committee, for many 
have met him at 
Christ Church, Ox- 
ford, during the last 
few years. 

The senior Lon- 
don partner in Har- 
mood Banner, Lewis 
& Mounsey, of 
Liverpool and Lon- 
don, he was born 
and brought up in 
Ni Liverpool, where he 
E Mr D. V. House, F.c.a. was articled in 1917 
to Mr R. C. de Zouche, of Wilson, de Zouche & 
Mackenzie, of Liverpool During his articles, Mr 
House served on the committee of the Liverpool 
Students' Society and, after admission to membership 
of the Institute in 1922, he was appointed a lecturer . 
under the tuition scheme organized by the Liverpool 
Society of Chartered Accountants. 

In 1923 he left Liverpool for London, and served 
on the staff of Fitzpatrick, Graham & Co, before 
setting up in practice in 1924. Seventeen years later 
his practice was amalgamated with that of Lewis & 
Mounsey and he became London partner in the 
firm, which subsequently amalgamated with Har- 
mood Banner & Son. 

Mr House was a member of the Institute of 
Chartered Accountants London Members’ Com- 
mittee from 1939 to 1942, being vice-chairman from 
1941 to 1942. Elected to the Council of the Institute 
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in 1942, he has been a member of Applications and 
Finance Committees, and is a member of the 
Examination Committee (since 1942), having been 
chairman from 1948 to 1952. The other committees 
on which he serves are: Investigation Committee, 
1948 to date (chairman since 1952); General Pur- 
poses Committee, 1948 to date; Summer Course 
Committee (chairman), and P. D. Leake Committee 
(chairman). 

For thirty years he has been closely associated 
with the Chartered Accountants’ Golfing Society of 
which he has been hon. secretary and treasurer since 


1934. 


The Institute of Municipal Treasurers and 
Accountants 


The sixty-eighth annual conference of the Institute 
of Municipal Treasurers and Accountants com- 
mences at Scarborough next Tuesday evening with a 
reception by the President and Council at the Spa 
Ballroom. 

The conference is to be formally opened on 
Wednesday morning with an address of welcome by 
the Mayor of Scarborough, and the first session of 
the programme, which continues until Friday after- 
noon, is the presidential address of Mr С. Н. Pollard, 
О.В.Е., F.S.A.A., F.I.M.T.A., President of the Institute, 
and City Treasurer of Kingston upon Hull. On 
Wednesday afternoon, a session will be devoted to 
the report of the Council, the presentation of the 
1952 examination prizes, and the annual general 
meeting. 

On Равну and Friday the programme will 
include papers by Mr W. О. Hart, с.м.с., B.C.L., 
M.A., general manager, Hemel Hempstead Develop- 
ment Corporation, who will speak on ‘New towns — 
some financial aspects of town development’; Mr 
Walter Nuttall, F.r.M.T.4., Borough Treasurer, 
Darlington, on “The quest for efficiency’; and 
Councillor James Beattie, J.P., chairman of the 
Finance Committee, Wolverhampton, on “The 1963 
estimates’. The paper by Councillor Beattie, which 
is on Friday morning, will be followed by the 
investiture of the Institute’s new President, Dr A. H. 
Marshall, B.sc.(ECON.), PH.D., КАЈ. F.LM.T.A., 
р.р.А., City Treasurer of Coventry. 

The Institute’s annual dinner, followed by а 
dance, is being held at The Grand Hotel on Wednes- 
day evening, and the Mayor of Scarborough is giving 
a reception and dance at the Olympia Ballroom on 
Thursday evening. Other social events on the pro- 
gramme are a golf competition to be played over the 
course of the North Cliff Golf Club on Friday 
afternoon, and a coach tour for the ladies. 


Business Efficiency Exhibition 
The 1953 Business Efficiency Exhibition opens at 
Olympia next Tuesday and will be one of the biggest 
ever held with more exhibitors than ever before. 
Office equipment on show during the ten days 
; will include improved models of current equipment 
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and machines ranging from the world’s smallest 
duplicator to the world’s fastest electric calculator. 

A large majority of firms in the industry will be 
exhibiting, and with more Commonwealth and 
American visitors in London for the Coronation 
than even for the 1951 Festival, the industry hopes 
to benefit extensively, for although exporting to 
three-quarters of the countries of the world, the 
U.S.A. and the Dominions remain its best overseas 
clients. : 


Public Examination in a Voluntary 
Winding -Up 
A fine point of company liquidation law was touched 
on in Re Campbell Coverings Ltd ([1953] 2 All E.R. 
74), namely, the circumstances in which there can 
be public examination of delinquent directors where 
the winding-up is voluntary and not compulsory. A 
liquidator in a voluntary winding-up who thinks that 
an officer or member of the company is guilty of an 
offence has to report the matter to the Director of 
Public Prosecutions (Companies Act, 1948, Section 
334 (2)). The latter may refer it to the Board of 
Trade who may apply to the Court to order that there 
shall be conferred on a person designated by the 
Board all the powers of investigation in a compulsory 
winding-up (Section 334 (3)). Now in a winding-up 
by the Court, Section 270 (1) empowers the Court to 
direct a promoter or officer of the company to attend 
for public examination, but this only applies where 
the Official Receiver has made a ‘further report’ 
under Section 236 (2), a circumstance which cannot 
arise in a voluntary winding-up. Can the person 
designated by the Board under Section 334 (3) obtain 
an order empowering him to hold a public examina- 
tion? An application in this behalf in the case cited 
above was refused by Roxburgh, J., on the grounds 
that there had been no ‘further report’ under Sec- 
tion 236 (2). The Court of Appeal held that this was 
no bar in itself but dismissed the appeal on another 
ground, namely, that in spite of its wide terms, 
Section 334 (3) did not empower the Court to invest 
in the person designated by the Board of Trade the 
power to hold a public examination. The Court of 
Appeal indicated, however, that the liquidator him- 
self might possibly apply under Section 307 for an 
order directing a promoter or director to attend the 
Court for public examination. This would not be 
precluded by the requirement in Section 270 of a 
‘further report’. Accordingly, the correctness of 
note (A) on page 568 of the twelfth edition of Buckley 
on the Companies Acts, was doubted. This note 
suggests that there cannot be a public examination 


in a voluntary winding-up. 


Restoring Grain Futures 


An effort is to be made to bring back some of the 
advantages of a futures market in grain so far as 
operations in this country are concerned. With the 
£ as yet unconvertible there are obvious limitations 
to the operation of a really free market. The main 
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difficulty is to ensure that foreign merchants do not 
re-export from this country grain which has cost 
dollars to acquire in this country but which would 
be taken out for an outlay of sterling. International 
dealings in commodities have for a number of years 
been a leak in the armoury of exchange control and 
it is to be expected that the authorities will take 
particular care to ensure that any arrangement 
introduced will accommodate flexibility only within 
an adequate framework of exchange control. 

In spite of the difficulties, however, a scheme has 
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been worked out which will open a futures market 
in wheat and the coarse grains to all comers — with 
safeguards. Where contracts remain open to maturity 
delivery can be taken anywhere in the United King- 
dom but the re-export of grain from this country is 
prohibited. United Kingdom traders and manu- 
facturers will be able to hedge grain deals and foreign 
operators will be able to remit and receive differences 
in sterling. Exchange control involving payment 
outside the sterling area will be supervised by the 
Bank of England under the Exchange Control Act. 


CURRENT LAW 


Company: Adjournment of Meeting 


A company’s articles provided (article 63) that the 
chairman with the consent of any meeting might 
adjourn from time to time and from place to place; 
by article 65, that voting was to be by a show of 
hands unless a poll was demanded; by article 67, 
that a poll on any question of adjournment shall be 
taken immediately and without adjournment. | 

At a meeting of the company on a show of hands 
it was agreed to adjourn for a month, but a poll was 
demanded, which would have taken much longer 
than the period for which the meeting hall had been 
taken; and it was not possible to extend the time or 
to go elsewhere. The chairman decided that the poll 
would be taken immediately and the result announced 
later; that if in favour of adjournment, the meeting 
would stand adjourned for thirty days, that if not, 
another meeting would be held as soon as possible. 
The result was a majority against adjournment and 
another meeting was called for nine days’ hence. 
The plaintiffs, who were responsible for calling the 
original (extraordinary general) meeting now moved 
for an injunction restraining the defendant directors 
from treating any proxy received after the first 
meeting as valid for the second. 

Upjohn, J., held that the second meeting was a 
continuation of the first and thus no proxies received 
after were valid. The first meeting had been adjourned 
simply because it was impossible to continue it 
further; if the poll had been declared at once, the 
meeting would have continued. Business efficacy must 
be given to article 67. (Jackson and Others v. Hamlyn 
and Others.) (Solicitors Journal, March 4th, 1953.) 


Fraud of Company Director: Sale of Shares 


In Briess and Others v. Rosher and Others (Solicttors’ 
journal, March 21st, 1953) the Court of Appeal 
reversed the decision of Barry, J., to the effect that 
innocent directors and shareholders of a company 
which made synthetic cream not in accordance with 
a formula approved by the Ministry of Food were 
liable in damages to the directors of another company 
to whom the shares of the first company were sold. 

Jt appears that, owing to the fact that the company 
could not get sufficient raw material at a price which 


would enable it to manufacture at a profit if the 
Ministry of Food formula was adhered: to, R.; 
the managing director of the company, watered the 
formula. The other directors and the shareholders 
were unaware of this. Later, unknown to his co- 


. directors, R. approached the directors of another 


company with a view to a sale of his own company’s 
shares. The negotiations materialized and he was in 
due course authorized to submit the proposal to 
the shareholders, and in general meeting he was 
authorized to complete. 

Before the sale was effected the directors of thesecond 
company discovered that, as a result of the fraudulent 
manufacture, the product could not be lawfully sold 
and so they sued R. and two shareholders in damages. 
Barry, J., held the latter vicariously liable. 

Lord Goddard, C.J., held that the shareholders 
had merely authorized R. to accept an offer on their 
behalf; they were not a party to the fraudulent mis- 
representations of R. and thus could not be made to 
disgorge the money. R. was given no authority to 
negotiate and to act as their agent for the purpose. 
They were led by R. to assume that the contract was 
a fait accompli. Morris and Romer, L.JJ., concurred. 


Will: False Description of Beneficiary 


A testator named as residuary legatee his ‘wife R. P.’, 
who was in fact not his wife, although he did not 
know that she was already married. Karminski, J., 
held that a false description by itself did not invali- 
date a gift unless it was procured falsely by the 
person wrongly described. Assuming, therefore, that 
the testator did not know at the time he executed the 
will that R. P. was not his wife, these facts did not 
prevent her from taking under the will (Re Posner 
(decd.), Posner v. Miller). (Law Journal, May 8th, 
1953.) 
Contract: Illegality 


In the Current Law note headed ‘Contract: Illegality’ 
in our issue of May 30th, the name of the case in 
question was incorrectly given as ‘Marles v. Phillip 
Frank & Sons Ltd; Mackinnon, third party’; it 
should, of course, have read: Marles v. Philip Trant & 
Sons Ltd; Mackinnon, third party. 
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FINANCE AND COMMERCE 


Strength in British Government stocks continues to 
provide the main supporting factor in stock markets. 
Equities are more inclined to follow the gilt-edged 
trend than to react to the deflationary factor in the 
peace moves. 
Changing Form 

Stockholders in Lancashire Dynamo Holdings Ltd 
are exceptionally well served by their company in 
the matter of clear and concise information in the 
annual report and accounts. But some of them may 
perhaps wish that the directors would finally decide 
on the form of the-balance sheet presentation. 

The 1950 accounts appeared in the form of two 
separate balance sheets, one for the Holding Com- 
pany and the other for the Group. For 1951 the two 
balance sheets appeared to a single narrative similar 


to that shown in our reprint of the latest accounts, 
but with the difference that Group and Parent com- 
parative figures in green print appeared to the left 
of the narrative and the then current figures of both 
accounts to the right. Now the 1952 accounts show 
another change with the Parent company’s current 
and comparative figures to the left of the narrative and 
the Group’s to the right, with the comparisons in red. 

Our reprint cannot do full justice to the latest 
edition of the balance sheet presentation. There are, 
of course, many other forms that might be adopted 
but in so far as the directors appear to stand by the 
normal double-sided account and not the columnar 
form, this year’s method of relating the figures to 
the narrative seems to us to be the most readable 
so far put before the company’s stockholders. 





LANCASHIRE DYNAMO HOLDINGS LIMITED 
Consolidated Profit and Loss Account of the Company and its Subsidiaries for the Year ended December 31st, 1952 








1951 
£ 
471,319 


NE 


48,784 Depreciation 


5,032 
43,69! 


48,723 








103,739 
161,486 


Profits Tax 
Income Tax 
Excess Profits Levy 





265,225 


12,700 Forelgn Taxation 








259,369 


221,713 
52,263 


169,450 
422,660 











592,110 Holdings Ltd 
3 Deduct 
Dividends pald: 
Income Tax at 9s 6d 


24,542 Tax at 9s 6d 





25,408 
Proposed Appropriations: 


Income Tax at 9s 6d 


52,153 Tax at 9s 





53,019 


78,427 
75,000 








153,427 





438,683 December 3156, 1 


from 1951 





77,230 
€515,913 














Trading Profit after Romi 3 ПАРА Мое ра на Items 
detalled below Em 


oer Emoluments .. 





Add Income from Trade Investments m 


Profit of the Group for the Year before Taxation .. i 
Deduct United Kingdom Tiaan bisede on gie; Profits er the year: 


Less Taxation provisions of previous years no longer required 
Profit of the Group for the Year after Taxation 
Deduct Profits retained In Subsidiary Companies 


Profit of Lancashire Dynamo аи Ени Led tor the ag .. 
Add Balance brought forward from 1951 . os 


Preference Dividend for the half year to June 30th, 
Transfer to General Reserve .. 
Amount written off Trade Investments | 


1952 Profits retained in Subsidiary Companies |. 


Profit of the Group unappropriated at December 3156, 1952 


£ 
477 450 


£ 
61,355 


Directors" Remuneratlon: 


5,106 
44,793 49,899 

10,852 
489,302 





. .. 42,525 
.. .. .. 54 v 213,093 
16,000 


271,618 
16,153 














Total amount атава МЕ disposal: by eee упао 


m 601,106 


1952, less 


Interim Dividend on the Ordinary Stock ог4 pore cent less Incoma 





Preference Dividend for the half year to December 31st, 1952, less 
Final Dividend on Hao Ordinary Stock of ві | pre cent lest Income 


.. 54,635 





141,561 





Profit of Lancashire Dynamo Holdings Ltd unappropriated at 


459,545 


Unappropriated Profit of “Subsidiary Compantes brought forward 


115,338 
£574,883 
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LANCASHIRE DYNAMO HOLDINGS 
Balance Sheet as at 





Balance Sheet of Parent Company 
Lancashire Dynamo Holdings Ltd 





























Consolidated Balance Sheet of 
Lancashire Dynamo Group 

















| 1951 1952 1952 
£ £ £ £ £ iai £ £ 
issued Authorized Issued 
60, 60,000 60,000 5j per cont ou Cumulative Preference Stock 60,000 
1,168,664 1,168,664 1,168,664 о inary Stock 1,168,664 
— — 81,336 81,336 Ordinary Shares of £1 each — 
1,228,664 1,228,664 £1,310,000 1,228,664 
Capltal Reserves 
284,112 284,112 Share Premlums К 284,112 
115,068 115,068 Other Reserves 124287 
— — Pre-acquisition Profits of Minority Interests 1,340 
399,180 399,180 409,739 
Revenus Reserves and Undistributed 
Profit 
400,000 400,000 General Reserve . 38 5. 
438,683 459,545 Profit Unappropriated 574,883 f 515,913 
— 838,683 859,545 ——— ——— 981,421 
2,466,527 2,487,389 Total issued Capital and Reserves .. 2,619,824 
33,000 38, Future Taxation 263,597 
Current Liabilities and Provisions 
-— -— Bank Overdraft 580,966 401,556 
110,396 23,969 Creditors, Provisions and Current Taxation 1,238,637 1,159,919 
Proposed appropriations for 1952 as shown 
53,019 55,501 In the Directors' Report 55,501 53,019 
— 163,415 79,470 1,875,104 1,614,494  —— 
£2,662,942 | £2,604,859 £4,758,525 











Worth Expanding 
Lancashire Dynamo is one of the growing number of 
companies showing, in a summary of results, the 
relationship between turnover and trading profit. 
The figures are given in "Phe Year in Review’ as 


follows: 


LANCASHIRE Dynamo HOLDINGS LIMITED 


The Year in Review 


Issued share capital .. £1,228,664 
Number of stockholders 2,018 

Average amount of stock held by each stock- 
holder UM £609 
Approximate capital employed i in the Group £2,900,000 
Approximate turnover for the year . £6,800,000 
Trading profit for year Е 477,450 
Percentage profit on turnover 70% 
Number of employees i in the Group 4,001 

3; active employees with over 25 
years' service 279 

55 active employees with over 50 
years’ service e A 8 

Profit including income from trade invest- 
ments £488,302 

Profite tax, income-tax, and excess profits 
levy for the year Е £287,771 
Amount paid out in dividends А oe 80,909 
Amount ploughed back into the business .. 119,622 














While such extra information is interesting, it 
would possibly prove even more so were the view 
to be broadened, say, over five years. A five-year 
review giving these figures would show at a glance 
the progress of the group from year to year. 

Mr H. W. Bosworth, the chairman, does in fact 
use a form of five-year review in his statement which 
accompanies the accounts. He uses it to show that 
in five years ‘some £505,000 of profits has been 
ploughed back into the business while £1,124,000 
has been allocated to the tax collector with the result 
that the net bank overdraft has reached a figure of 
£529,193". 

The items shown in the five-year table include 
profits before taxation, taxation, percentage of tax 
to profit, net profit left after taxation, profits dis- 
tributed to stockholders, profits unappropriated and 
total capital employed in the business. This is the 
nucleus of a five-year record which combined with 
‘The Year in Review would prove an interesting 
regular feature of the report. 

Incidentally, Mr Bosworth in commenting on the 
five-year figures and particularly the bank borrowings, 
touches on the subject discussed here on May 3oth – 
the problem of the extent to which current industrial 
activity should be financed by permanent capital. 
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Balance Sheet of Parent Company 
Lancashire Dynamo Holdings Ltd 


Consolidated Balance Sheat of 
Lancashire Dynamo Group 


60,653 
1,903,381 


1,964,034 





1952 
£ 





701,373 








Fixed Assets 
Land, Bulldings, Plant and Machinery at cost бя 
depreciation as at December r 31st, 1947 . 
Addittons 5 . ve 


Less Depreciation 


Loose Tools, Patterns, etc., as valued by the Direc- 
tors at December eit 1952 (Replacements 
charged to Revenue) 


Trade Investments at Cost {uncalled Барин £3 571) 
Less Amount written of .. 


investments in Subsidiary Companies at Cost 
Total Fixed Assets .. 


Currant Assets 
Stocks on hand - Materlals, Work In Progresi and 

Finished Machines .. А 
Debtors, fess Provision for Bad Debts s 
Amounts owlng by Subsidiary Sonipenies EG 
Cash at Bankers and In hand "s 


Note 1. Commitments of the Group for Capital Ex- 
penditure nct provided for in these Accounts amount 
to approximately £126,900. Included Іп this figure Is 
the sum of £40,000 payable on freehold property In- 
cluded in Fixed Assets at cost to data of £20,225. 


Note 2. The Group has been granted rellef from 
Profits Tax on undistributed profits up to December 
31st, 1952, to the extent of £175,900. Any distribu- 
tlon In excess of the profits earned In any subsequent 
year would, under present legislation, Incur payment 
of Profits Tax up to a maximum of that sum. 


H. W. BOSWORTH m 
J. G. SHAW 








£4,758,525 








195} 
Е 





663,925 





60,653 


724,578 








‘Even if it were felt that the permanent demand 
justified the increased capital,’ the chairman states, 
‘the present would not be an opportune time to 
raise it.’ 
Time Factor 

Under such headings as ‘Cutting the cake’, and 
“Where the money goes’, or, more soberly, ‘Analysis 
of income’, a break-down of revenue or profits 
either in terms of shillings and pence per {1 or in a 
percentage of the whole is a familiar item of addi- 
tional information in company accounts. A new angle 
on ‘cake-cutting’ is, however, provided in the accounts 
of the Associated Portland Cement Manufacturers Ltd. 

In addition to a normal diagram showing the 
distribution of total profits in 1938 and 1952 there 
is shown the equivalent time taken to provide for 
each item in proportion to the profits. In 1938 taxa- 
tion absorbed 26 per cent of profits and represented 
the group’s earnings from the beginning of the year 
up to April 5th. In 1952 taxation absorbed 55 per 
cent of total profits and represented group earnings 
from the beginning of the year up to July 19%. 
The point which the company obviously intends 
emphasizing is that it worked until July 19th for the 
Inland Revenue before it began to earn its own net 
profits. Whether one agrees or not with the form of 


£4,377,528 


expression, it must be agreed that it succeeds in 
emphasizing the tax burden on the group. 

More academically interesting is the distribution 
of the total income of £/42,147,000 and the seventeen- 
year record of the rates of distribution of profit on 
invested capital. The latter shows that the 1936 
dividend of 22$ per cent on the ordinary stock 
represented a gross rate of 10:6 per cent and a net 
of 8-2 per cent on invested capital. The 1952 dividend 
of 30 per cent on the other hand represented only 8-1 
per cent gross and 474 per cent net on capital invested. 

'The Associated Portland Cement Manufacturers 
accounts follow a policy which is now becoming 
quite widely adopted. It is the exclusion of the word 
‘profit? from the profit and loss account narrative 
until the final net balance after the provision of all 
charges.and reserve allocations. Before that point 
the operative word is ‘surplus’. 


Money Market 


With applications totalling £339} million, the 
market obtained 74 per cent of its Treasury bill 
requirements on June 5th by bidding at the main- 
tained level of £99 8s 2d. The average rate was 
£2 75 4'524 per cent and this week the offer is 
repeated at £270 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Unqualified Accountants and Co-ordination 
Sir, – Speaking at the annual general meeting of The 
Institute of Chartered Accountants in England and 
Wales, the President is stated to have admitted, quite 
frankly, the Institute’s defeat in its efforts to obtain 
co-ordination of the accountancy profession. On the 
other hand, the President of the Society of Incor- 
porated Accountants and Auditors, speaking at his 
Society’s annual general meeting, is reported to 
have emphasized his satisfaction that the principle of 
co-ordination should not be considered insoluble. 

Because I am a member of another profession it is 
with some trepidation that I venture to comment 
on the apparent abyss separating the opinions of 
these eminent gentlemen. 

What then is wrong today with accountancy as a 
profession? 

In the first place, you fail to recognize the need to 
speak with one voice. Unfortunately, the many voices 
putting forward your claims do not always say the 
same things, nor do they always agree. Perhaps that 
- is why there is a tendency in the public mind to 
consider you a little confused and lacking in direction. 

Secondly, I would say: get rid of ‘professional 
snobbishness’. It is very easy to attach airs of super- 
iority or advantage to this or that society at the 
expense of the more immature or, as you might put 
it, the professionally inferior. The other fellow won’t 
like you for # – and your profession suffers.. Ability 
to discharge efficiently your services as accountants 
is more important than membership of a society. 

Lastly, close your ranks. A profession never stands 
still. Either it progresses or it decays. Strength and 
progress come through unity. Some twenty to 
twenty-five years ago you had several independent 
accountancy bodies-some quite small, but impec- 
cable in their professional standards. Today, as a 
result of absorptions the number has fallen consider- 
ably. That in itself is a good thing for the profession. 
Now you need to continue the process of absorption 
of the few remaining bodies—small, but equally 
impeccable in their standards. They must count in 
your ranks. So long as you argue among yourselves 
the ‘quack’ will continue to gather his harvest. 

All this is surely but a step towards the final goal — 
complete unification under the control of one national 
body responsible for two sections of training and 
certification as follows: 

(a) practising accountants and auditors; 

(b) commercial, management, public service and 

other non-practising accountants. 

As an objective observer, I would comment that 
the above two aspects of ‘accountancy’ are different 
in character and have but a small common base. Тће 


training for the one aspect is not suited entirely to 
the other. I think it must be true that today there are 
many members of ‘recognized’ accountancy bodies, 
well trained academically, whose performance in the 
field of audit would virtually be little better than 
those of the unqualified practitioner. It is in this 
direction more than any that your profession needs 
complete reorientation. ` 

I cannot pretend that the solution is all so easy. 
I realize that some of the best minds in your profes- 
sion are striving to find the right answer. But first 
things first. Unless you thin the trees you may fail 
to find your way out of the wood. 

I find it interesting to read in the May 23rd issue 
of The Accountant that seventy-five years ago the 
question of non-unity was vexing the accountants 
of that day. As I re-read the divergent statements 
emanating from the presidents of your two senior 
societies [ feel prompted to ask: have you really 
travelled so very far in these seventy-five years? 

Yours faithfully, - 
SECRETARY. 


Sir, — Professional accountants in the provinces will 
have been pleased to learn from the President's 
address reported in your issue of May 16th that an 
extension of Section 161 of the Companies Act to 
cover exempt private companies is now being sought. 
The President went on to say: 

‘It is the work for individuals, farmers and traders 

that goes into the hands of the quack accountant.' 

А further substantial step in the right direction 
would be to press for amendment of the Income 
Tax Act, 1952, to provide that only accounts pre- 
pared or audited by qualified accountants in public 
practice be recognized in settling Schedule D assess- 
ments. This principle would not be new. Section 25, 
Finance Act, 1923, now incorporated in Section 52 
(4) of the Income Тах Act, 1952, provides as follows: 

‘Upon any appeal, the General Commissioners 
shall permit any barrister or solicitor to plead before 
them, on behalf of the appellant . . . and shall hear 
any accountant. . . .' 

In this subsection ‘accountant’ means a person who 
has been admitted a member of an incorporated 
society of accountants. 

Surely the work of preparing and auditing accounts 
should be restricted to qualified accountants in public 
practice and should be no part of the work of banks, 
solicitors, estate agents or retired members of the _ 
Inland Revenue. 

Yours faithfully, 
С. І. MORTIMER, M.C., A.C.A. 


Darlington, Co. Durham, 
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U.S.A. and British Accounting Methods 
Historical Background 


~ Your correspondent in Canada (issue June 6th, 
1953) refers to his need to defend the British method 
of putting the balance sheet ‘the wrong way round’. 

Recently I had the occasion to delve into the 
archives of a substantial and long-established north 
of England manufacturing company, with origins 
going back to the industrial revolution. Coming 
across some old accounts, I was surprised to find 
that the profit and loss accounts and balance sheets 
(issued in beautiful copperplate) were very much 
in line with some contemporary practice, apart from 
the fact that the assets were on the left-hand side of 
the balance sheet and were arranged, reading from the 
top, in grouped order of liquidity. 

This form, duly certified by an independent firm 
of accountants, was used till the beginning of this 
century. This seems to suggest that the present 
British form was by no means in general use, and 
may even be of late origin. 

The older form seems to be more logically linked 
with the traditional book-keeping process, and in 
addition to supply, in normal reading order, the 
information in sequence of immediate importance 
and interest. 

I wonder if any other readers can furnish the 
historical background of what was general practice 
in the last century and, if there has been a change 
(in my opinion for the worse) how it came about. 

Yours faithfully, 
INTERESTED. 


The Replacement Theory 

Sm, ~ It seems a great pity that in his presidential 
address reproduced in your May 23rd issue, the 
President of the Society did not deem fit to prove, 
by example, the advantages of the replacement theory 
(to which he gives unstinted praise) over the historical 
or factual basis, that is, the ‘old conventional basis’ 
which is dismissed so peremptorily. 

Accounts incorporating the replacement theory 
apparently disclose a ‘more accurate statement of 
the real profits’, which fills one with eagerness to see 
the working of the ‘theory’ in the only testing ground, 
namely, practice. 

As applied to plant, it operates to charge against 
profits depreciation on plant the company does not 
possess and on a cost basis that is hypothetical, that 
is, guesswork, 

As applied to trading stocks, it operates as the bad 
buyer’s best friend because his handiwork will never 
be subjected to the bitter blast of market values. 
Stocks will be carried at cost because the replacement 
cost/value will always exceed cost. Surely the ‘theory’ 
begs the whole question, which is, what is the market 
value of unsold purchases, not theoretical replace- 
ments. The now accepted basis is the lower of cost 
or market value. Cost price gives no trouble; the 
information is in the accounts. It is the meaning of 
market value around which controversy revolves. 
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Yet the problem as posed appears to be free from 
doubt even if the solution is not so easy. To value 
an asset one seeks the price at which it can be sold, 
not the price at which more may be purchased. 
Market value must therefore mean the value at 
which the stocks could be sold in the market to 
which the trader resorted in the first place to purchase 
the stocks. It may be that the volume of the stock on 
hand and its features operate to create a price to 
itself; very large investment holdings create these 
conditions. It is a difficulty, but it is not insuperable, 
if honestly tackled. In this connection the ‘theory’ has 
great advantages because it is divorced from fact and 
anything can be proved, ex hypothesi, for example, 
that pigs can fly. 

Yours faithfully, 


London, EC2. E. HARMAN. 


Wealth 
Sig, - Anent Мг H. A. Briscoe’s article entitled 
‘Replacement profit is false’ in The Accountant of 
June 6th, which I have been reading with pleasure 
and great interest, I am puzzled about the use of 
the word ‘wealth’. 

It seems to me that ‘wealth’ is effort and effort only 
~ either immediate effort or past effort. The materials 
are already in the world but effort is needed to make 
things. Even a drink of water needs effort to get it, 
and, to the individual, without effort, the water has 
no value. | 

Without effort no wealth is possible. Therefore, 
effort ts wealth, and a community will be wealthy i 
it works. Wealth is not static: lack of effort would 
result in starvation. 

A pool, as described in the article, has no value in 
the long run unless effort fills it. It is only a kind of 
medium of exchange for effort in the same way as a 
bank is for money. A thousand pounds, therefore, 
to me represents the effort necessary to earn another 
thousand pounds, and has value only as it continues 
to flow. In the same way bricks and mortar are not 
capital - they have an exchange value the same as 


anything else. 
Evesham, Worcs. 


Yours faithfully, 
WILFRED TULLETT. 


The Finance Bill 
Sm, – In your issue dated May 16th, under the 
heading "Ihe Finance Bill: Debate on the Second 
Reading’, it is stated that £30 million is collected 
under P.A.Y.E. This figure seems very low to me, 
and it would appear that the wrong figure has been 
quoted. 
Yours faithfully, 

Dover, Kent. P. F. COX. 
[The £3o million was not our figure but the figure 
estimated by the Member of Parliament as being the 
amount collected on the wages which he suggested 
should be exempt. The total amount collected under 
P.A.Y.E. in 1950-51 which, of course, covers many 
kinds of income besides wages, exceeded £500 million. 
— Editor.] 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


СЛ. v. Frank Butler Memorial Fund 
'Trustees 


In the High Court of Justice (Chancery Division) 
April 3oth and May rst, 1953 
(Before Mr Justice ОрјЈонм) 


Income-tax — Settlement — Covenant to pay periodical 
sum — Power of revocation after seven years — Subse- 
quent extension of period by three years – Whether 
income to be deemed to be settlor’s income — Income Tax 
Act, 1918, Section 37 ~ Finance Act, 1938, Sec- 
tions 38 and 41. 


On March 27th, 1943, a settlor established a 
charitable trust, and covenanted with the trustees 
that, so long as she lived, she would pay to them the 
monthly sum of £350. The deed provided that the 
settlor should have a power of revocation exercisable 
at any time after the expiration of seven years from 
the date of the deed of trust. No question arose as to 
payments made before February 28th, 1950, and the 
trustees obtained repayments of tax under Section 37 
of the Income Tax Act, 1918. 

On February 28th, 1950, the settlor executed 
another deed providing that the power of revocation 
should not be exercisable until after March 27th, 
1953. The trustees made a claim to repayment of 
tax deducted after March 31st, 1950, but the Com- 
missioners of Inland Revenue refused the claim on 
the ground that the income in question was deemed 
for tax purposes to be the income of the settlor and 
not of the trustees. Тће Special Commissioners 
decided in favour of the trustees. 

Held, that by virtue of Section 38 (1) of the Finance 
Act, 1938, the income was the settlor's income for tax 
purposes; and that therefore no repayment to the 
trustees could be made. 


Jennings о. Middlesbrough Corporation 
In the High Court of Justice (Chancery Division) 
May 2oth, 1953 
(Before Mr Justice Џрјонм) 


Income-tax – Trade — Letting of town hall for meetings 
- Running of dances and roller-skating — Whether 
receipts partly covered by Schedule А assessment — 
Income Tax Act, 1842, Sections 60, 100 — Income Tax 
Act, 1853, Section 5 – Income Tax Act, r916, 
Schedule D, Cases Г and II, Rule 5 — Finance Act, 
I940, Section I5. 


The Corporation owned the town hall and the 
primary purpose of the hall was the holding of civic 
functions, such as mayoral receptions; aud it was 


also used for purposes of elections and for meetings 
concerned with civil defence. Тће Corporation also 
let the ball to various organizations for the holding . 
of meetings, and charged a fee. In addition, the 
Corporation organized dances in the hall about three 
times a week, and provided a band, lighting, heating 
and seating. Refreshments and cloakroom accom- 
modation were also provided but at extra charges. 
Moreover, twice a week the Corporation organized 
roller-skating in the crypt of the hall at a charge 
which covered lighting, heating and music from 
gramophone зена Refreshments, cloakroom accom- 
modation and the hire of roller-skates were charged 
for separately. 

Assessments under Schedule D were made upon 
the Corporation in respect of its receipts from the 
letting of the hall to other bodies and from the 
dancing and the roller-skating. It was contended on 
behalf of the Corporation that the profit from these 
receipts should be apportioned between the part 
arising from the carrying on of the activities in ques- 
tion and the part which was referable to the exploita- 
tion of the Corporation’s right of property in the 
town hall. It was contended for the Crown that no 
such apportionment was competent, and that the 
only factor in respect of Schedule A to be brought 
into account in computing the profits, was the deduc- 
tion of the amount of the net Schedule A assessment 
as authorized by Rule 5 of Cases I and II of Schedule 
D. The Special Commissioners decided in favour of 
the Corporation. 


Held, that as the case fell within Case I of Schedule 
D, no apportionment could be made; that the only 
deduction in respect of Schedule A was the deduc- 
tion under Rule 5; and that the case should be 
remitted to the Special Commissioners for the assess- 
ment to be adjusted accordingly. 


C.I.R. v. Walker Cain Ltd 
In the High Court of Justice (Chancery Division) 
April 24th, 1953 
(Before Mr Justice Орјонм) 


Excess profits tax — Capital employed – Wartime control 

of an industry — Pooling of profits — Interest of member 
in pool fund — Whether part of capital employed in the 
trade or business — Accrual of profits in a period ~ 
Finance (No. 2) Act, 1939, Sections 13 (3), 74 (2), 
Schedule VII, Part II, paragraphs x, 2 and 4 


The respondent company was assessed to excess 
profits tax in respect of the profits of one of its sub- 
Sidiary companies which was engaged in the soft 
drinks trade. During the war the trade operated 
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under licence, and from 1943 onwards it was a con- 
dition of the licence that the persons receiving it 
should participate in a scheme for controlling the 
industry. For this purpose the Soft Drinks Industry 
(Wartime) Association Limited was incorporated, 
and was recognized by the Minister of Food as the 
competent trade body governing the industry. - 

Each trader in the industry was given a pre- 
determined cost allowance covering the direct cost 
of manufacture, delivery and sale of his goods; 
and he had to account to the Association for the sum 
representing the excess of his sales over his pre- 
determined cost allowances. The amounts thus 
accounted for to the Association formed a pool fund 
which was divisible among the members in a specified 
way. Each member had to make returns to the Asso- 
ciation showing his sales during the period covered 
by the return, and had to send to the Association a 
cheque for the excess already mentioned. The Asso- 
ciation was then bound to credit all sums paid by 
members to the pool fund, in respect of which the 
Association had to keep a separate banking account. 
The sums from time to time standing to the credit of 
the pool fund were applicable in meeting expenditure 
of the Association; but the surplus of the pool fund 
in any period of six months had to be distributed 
amongst the members rateably in proportion to their 
quota profits for the period. There was also power to 
make interim distributions. 

'The Special Commissioners decided that the sums 
standing to the credit of the subsidiary company 
from time to time should be brought into the com- 
putation of the subsidiary company's capital for excess 
profits tax purposes. 


Held, that the Special Commissioners! decision 
was correct. 


Foulds v. Clayton 
In the High Court of Justice (Chancery Division) 
May 4th and sth, 1953 
(Before Mr Justice Орјонм) 


Income-tax — Building business - Houses built before 
the war and sold after the war — Purchases of houses in 
post-war years and sales of these houses — Whether a 
trade of a property dealer being carried on — Income 
Tax Act, 1918, Schedule D, Case I. 

The appellant was a farmer and he was also 
engaged before the war in the building of houses. 
In March 1939 he had on hand 31 houses which 
remained unsold. Between 1943 and 1949 he sold 
19 of these houses. In 1942 he purchased two other 
houses and between 1944 and 1948 he purchased a 
block of 32 houses as well as four separate houses 
and five separate pieces of land. He sold the 32 
houses, two of the four separate houses and two of 
the pieces of land. Some of the houses built by the 
appellant were built for the purpose of letting. 

‘The General Commissioners decided that the 
appellant had carried on the business of a property 
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dealer from 1934 onwards and that his profits on 
sales of houses were assessable to income-tax. 


Held, that there was evidence supporting the 
General Commissioners' decision. 


Baddeley (Newtown Trustees) v. C.I.R. 
In the Court of Appeal 


May 18th, 1953 


(Before THe MASTER or THE ROLLS (Sir RAYMOND 
EversHED), Lord Justice Jenkins and Lord Justice 
Hopson) 


Stamp duty — Conveyance on sale — Exemption for 
charities — Promotion of religious, social and physical 
well-being — Social and recreational means — Whether 
exemption applicable – 43 Elizabeth I, Ch. 4 — Stamp 
Act, 1891, Section 54 (1), Schedule — Finance (1909- 
IQIO) Act, 1910, Section 74. 


A deed of conveyance transferred to the trustees 
a piece of land, upon which there stood a mission 
church, a lecture room and a store. Another deed of 
the same date conveyed to the trustees four pieces of 
land adjacent to the mission church and laid out as a 
playing field, and directed them to hold a sum of 
£10,000 on trust as though it were capital money 
arising from the sale of that land. Each deed directed 
the trustees to allow the property j 


‘to be appropriated and used by the leaders for the 
time being of the Stratford Newtown Methodist 
Mission under the name of ‘The Newtown Trust” ’. 


The first deed then required the trustees to permit 
the mission church, lecture room and store to be used 
by the leaders of the Mission 


‘for the promotion of the religious social and 
physical . well-being of persons resident [in two 
county boroughs] by the provision of facilities for 
religious services and instruction and for the social 
and physical training and recreation of such afore- 
mentioned persons who for the time being are in 
the opinion of such leaders members or likely to 
become members of the Methodist Church and of 
insufficient means otherwise to enjoy the advantages 
provided by these presents’. 


The trustees were to maintain the property 


‘as a centre for religious services and instruction 
and for social and physical training and recreation’. 


The second deed, which dealt with the four pieces 
of land laid out as a playing field, directed the trustees 
to permit the property to be used for the promotion of 


‘the moral social and physical well-being of persons 
resident ш the [same county boroughs] who for the 
time being are in the opinion of such leaders 
members of the Methodist Church and of insufficient 
means otherwise to enjoy the advantages provided 
by these presents’. 

The trustees were required to maintain the property 

‘as a ground for moral social and physical training 

and recreation’. It was contended that the trusts 
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created by the two deeds were charitable trusts for 
the reasons (a) that they were for the relief of poverty 
and (b) that they were for other purposes beneficial 
to the community. 


Held, that the- object of the trust was the promo- 
tion of the religious, social and physical well-being 
of persons resident in the two county boroughs; that 
the rest of the trust provisions were concerned with 
the means by which that object was to be promoted; 
that it was immaterial that the means included 
recreation; that the trust was for the benefit of an 
ascertainable and sufficient section of the public; 
and that, therefore, the exemption from stamp duty 
applied. 


Cain v. Scholefield 
In the Chancery Division 


May 4th, 1953 
(Before Mr Justice UPJOHN) 


Income-tax ~ Appeal – Production of accounts — Rejec- 
tion of accounts by General Commissioners — Increase of 
assessment — General Commissioners! power to increase 
assessment — Income Tax Act, 1918, Sections 125, 137. 


The appellant, who carried on business as а book- 
er, was assessed in the sum of about {£500 and 

he appealed against the assessment to the General 
Commissioners. The appellant's accountants pre- 
pared accounts, and these accounts were before the 
General Commissioners at the hearing of the appeal. 
The appellant admitted having received an income of 
667 16s 8d during the period in question; but the 


пега] Commissioners took the view that the. 


appellant had not given his accountants a correct 
record of his transactions, and they rejected the 
accounts and increased the assessment to £2,000. 


Held, that there was evidence upon which the 
General Commissioners could confirm the assess- 
ment in that amount. 


C.I.R. v. Custodis (1922) Ltd 
In the High Court of Justice (Chancery Division) 
May 1st, 1953 
(Before Mr Justice Upyoun) 


Profits tax — Directors! remuneration – Amount deduct- 
ible — Effects of income-tax principles ~ Finance Act, 
1937, Sections 19 and 20, Schedule IV, paragraph II 
~ Finance Act, 1947, Section 45- Finance Act, 
I951, Section 30 — Finance Act, 1952, Section 34. 


The company, a director-controlled company, paid 
directors’ remuneration amounting to £1,530 during 
the chargeable accounting period ended March 31st, 
1949. In computing its liability to profits tax for that 
period the company claimed to be entitled to deduct 
the full amount of £2,500 mentioned in paragraph 11 
of Schedule IV to the Finance Act, 1937, as amended 
by Section 45 of the Finance Act, 1947. The General 
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Commissioners decided in the company’s favour. 

- Held, that the £2,500 was the upper limit in a case 
to which that amount applied, and that the applica- 
tion of income-tax principles required that if a sum 
smaller than £2,500 was in fact paid, only the smaller 
amount could be charged in computing the com- 
pany's profits for profits tax. 


Household v. Grimshaw 
In the High Court of Justice (Chancery Division) 
April 21st, 1953 

(Before Mr Justice Џрјонм) . 
Income-tax — Author — Contract to write stories for 
film company – Whether a contract of employment – 
Sum paid under termination contract – Whether a 
receipt of a profession—Income Tax Act, 1918, 
Schedule D, Case 11, Schedule Е. 

The appellant, who had been a professional author 
since 1936, served with the Armed Forces during the 
war, but had never up to that time had any contract 
with a film company and had sold no film rights. 
On December 31st, 1943, while the appellant was 
serving in the Middle East, he entered into an agree- 
ment with Metro-Goldwyn-Mayer British Studios 
Limited (Metro) and agreed to render to Metro his 
exclusive services in writing and composing stories 
and other matter for films. Metro was to pay the 
appellant Хто a week as from July 2oth, 1943, until 
the commencement of the employment. The employ- 
ment was to begin as soon as the appellant could 
obtain his discharge from the Army, or, at the latest, 
three months after the date of his discharge; and he 
was to be employed for a minimum period of twelve 
consecutive weeks in each of the three years from , 
the commencement of the employment, but this 
period could be extended by Metro for a further 
four weeks. All products of the appellant’s services, 
and all copyright and other rights, were to be the 
sole property of Metro ‘who shall be deemed in law 
to be the sole author thereof (the writer acting 
entirely as Metro’s employee)’. Metro had the right 
to change the products of the appellant’s services as 
they thought fit. During the period of the employ- 
ment the appellant was to devote the whole of his 
time and attention to the rendering of services to 
Metro, but he could work at home provided that he 
attended conferences and discussions as and when 
required by Metro during normal business hours. 
The appellant was not to write for anyone else 
without the previous consent of Metro. For his 
services the appellant was to be paid at the rate of 
£200 a week during the period of the employment. 
The appellant gave Metro the option to acquire the 
motion picture, television, broadcasting and ancillary 
rights in every novel written by the appellant 
and published between the date of the agreement 
and the expiration of the three years above men- 
tioned. 

The appellant was demobilized in 1945, and in 
that year he was engaged for the minimum period of 
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twelve weeks in doing work for Metro. In March 
1946, however, Metro informed the appellant that, 
owing to a change in its plans and a substantial re- 
organization, the company would have no work for 
the appellant, and on September 11th, 1946, it was 
agreed that each side was to be released from its 
obligations under the 1943 agreement, and the 
appellant was paid £3,000. Of this amount {£300 
-was paid to an agent. 

An assessment was made on the appellant, in 
respect of the remaining £2,700, under Case II of 
Schedule D. It was contended on behalf of the 
appellant that the 1943 agreement was a contract of 
employment, and that the £2,700 was a capital sum 
received by the appellant in consideration of his con- 
senting to the termination of that agreement, and 
was, therefore, not a taxable receipt. 

The Special Commissioners decided in favour of 
the Inland Revenue. 


Held, that the Special Commissioners’ decision 
was correct. 


In re Gestetner’s Settlement 
In the High Court of Justice (Chancery Division) 
April xsth, 1953 
(Before Mr Justice HARMAN) 
Income-tax – Charity — Repayment claim — Sum paid 
by trustees – Whether trust void – Income Tax Асі, 
1918, Section 37 (1) (b). 

The settlor executed a deed of settlement which 
recited that he was desirous of making provision for 
‘the members of the specified class as hereinafter 
defined’. The specified class was defined in clause 5 
of the settlement deed as a number of living persons, 
descendants of the settlor’s father, descendants of his 
uncle, any widow or widower of four named persons, 
a number of charitable institutions, certain ex- 
employees and their widows or widowers, and any 
persons for the time being a director or employee 
(or former director or employee), or the wife or 
husband or the widow or widower thereof, of Gestet- 
ner Limited or of any company, the directors of which 
included any one or more of the persons who were 
directors of Gestetner Limited. The settlor and his 
wife and the trustees were excluded. 

During a specified period the trustees were to pay, 
divide or apply so much of the trust income as they 
should think fit to or between (or for the mainten- 
ance, support or benefit of) all or any one of the 
members of the specified class, as the trustees should 
in their absolute discretion think fit; and they were 
. to accumulate the balance and hold the accumulations 
as an accretion to the capital. After that period the 
income was to be held for the maintenance or benefit 
of such member of the specified class as the trustees 
should determine, and subject thereto the trustees 
were to hold the income (or the balance thereof) in 
trust for the maintenance or benefit of such of the 
settlor's children and remoter issue as were for the 
time being in existence, and if more than one in 
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equal shares per stirpes with the remainders over. 
The capital was to be held for such members of the 
specified class, and in such shares and proportions, 
as the trustees might in writing appoint. Subject to 
the exercise of any of their powers the trustees were 
to stand possessed of the trust fund on trust for 
children of the settlor attaining 21. 

The trustees paid some of the trust income to a 
charity, which then claimed repayment of tax de- 
ducted therefrom. The Inland Revenue rejected the 
claim on the ground that the power given to the 
trustees was a power coupled with a duty; and that 
the power was bad because it could be exercised at 
a time when it was impossible to know the extent of 
the class among whom the power of selection was 
exercisable. 


Held, that the power was not a power coupled 


‘with a duty, or a power importing a trust, and that 


the trust containing this power was a valid one. 


Lord Advocate v. King 
In the Court of Session 


March 25th, 1953 
(Before Lord BLADES) 


Estate duty — Gifts inter vivos — Transfer of deposit 
receipts and savings account books — Whether gifts 
mortis causa — Customs and Inland Revenue Act, 
1881, Section 38 (2) (a) – Customs and Inland Revenue 
Act, 1889, Section 11 (1) – Finance Act, 1894, Sec- 

tion 2 (I) (с) – Finance Act, 1946, Section 47. : 


On October sth, 1944, the deceased placed the 
sum of £4,522 on deposit with the British Linen 
Bank to the credit of himself and the defender 'to be 
drawn by either or survivor’. On March 11%, 1946, 
the deceased handed the deposit receipt for the 
£4,522 to the defender, and told her to withdraw the 
sum from the bank with its accrued interest, and 
re-deposit the sum and obtain a new deposit receipt 
for £4,577 in the name of the deceased and herself 
‘to be drawn by either or survivor’. Immediately 
on her return from the bank the defender handed 
the deposit receipt to the deceased, who then gave it 
back to her, and told her that it was for her to do 
what she liked with it. The receipt had ever since 
remained in the defender’s possession. 

A few days later the deceased brought a form 
used by a person opening a deposit account at the 
British Linen Bank, and asked the defender to sign 
the form. The declaration in the form was to the 
effect that the deceased and the defender wished to 
open a deposit account ‘to be drawn by either or 
survivor’. The deceased made the arrangements for 
the opening of a savings account, and handed the 
savings account-book to the defender, and told her 
that it was for her to do what she liked with. 

'The defender also had a savings account with the 
Clydesdale Bank, and he told the defender to have 
that account transferred into their joint names, and 
to add to the account an amount that was on deposit 
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with the bank in his name. This savings account 
was opened on March 26th, 1946. The defender 
brought the savings account БАЈЕ back to the 
deceased, who immediately handed it to her, and 
told her that it was for her to do what she liked with. 
Later he gave the defender two sums of money of 
£20 and £40, and told her to add those sums to the 
money she already had in the Clydesdale Bank. 
The deceased died on October 16th, 1947, and the 
Inland Revenue claimed estate duty on the sums in 
question on the footing that they were donations 


mortis causa, so that the title to the money did not ' 


pass to the defender until the date of the deceased’s 
death. 


Held, that the sums were gifts inter vivos, the title 
to which passed to the defender at the dates when 
the respective documents were handed to her. 


Edwards v. Bairstow and Harrison 
In the High Court of Justice (Chancery Division) 
April 28th, 1953 
(Before Mr Justice ОрЈонм) 


Income-tax — Isolated transaction — Purchase and sale 
of cotton-spinning plant — Whether an adventure in the 
nature of trade – Income Tax Act, 1918, Section 237, 
Schedule D, Case I. i 


The respondents purchased cotton-spinning plant 
with the object of selling it as quickly as possible at 
a profit. They hoped to be able to sell the plant in 
one lot, but ultimately they had to dispose of it in 
five separate transactions. The purchase took place 
in 1946 and the five sales were spread over the years 
from 1946 to February 1948. А profit of about 
£18,000 was made. The General Commissioners 
decided that the transaction was an isolated one, and 
was not taxable and they discharged the assessments. 


Held, that the case should be remitted to the 
General Commissioners for them to consider whether, 
the transaction being an isolated one, there was 
nevertheless an adventure in the nature of trade, and 
for the General Commissioners to hear further 
evidence on that point. 


Hutton v. C.I.R. 
In the High Court of Justice (Chancery Division) 
May ist, 1953 
(Before Mr Justice Upjonn) 


Sur-tax — Tax reserve certificates - Sum equal to 
amount of interest earned — Whether a taxable receipt — 
Income Tax Act, 1918, General Rules 19 and 20- 
Finance Act, 1942, Section 29. 


The appellant held half the shares in a company, 
which had purchased tax reserve certificates, and 
which over a number of years applied the amounts 
of the certificates in payments of its tax liabilities. 
In the accounting period ended June зоћ, 1943, the 
company discharged a tax liability of £18,678 135 4d 
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by means of certificates to the nominal value of 
£18,600 and by means of interest of [78 135 4d 
thereon. This £78 13s 4d was shown as a separate 
credit to the profit and loss account for the period. 
On July 3oth, 1943, the company resolved that the 
sum of [78 135 4d, received in respect of interest on 
tax reserve certificates, be paid to the shareholders 
in proportion to their holdings of shares at June зоб, 
1943, and the appellant, by virtue of his holding of 
half -the shares, received about £39. The same 
practice was adopted in subsequent years. ‘The 
interest on tax reserve certificates is exempt from tax. 

It was contended that the company was entitled 
to distribute the £78 13s 4d without deducting tax. 
under General Rule 20, on the ground that as the 
interest had not borne income-tax in the hands of 
the company, the company was neither entitled nor 
bound to deduct tax in distributing the sum by way 
of dividend to its shareholders, and that, therefore, 
the £78 13s 4d was not subject to sur-tax in the 
hands of the recipients. 


Held, that the [78 13s 4d was a part of the amount 
standing to the credit of the company's profit and 
loss account at June 3oth, 1943, and that, therefore, 
as that amount had suffered tax, the £78 13s 4d had 
been paid out of a taxed fund, and had to be included 
in computing the appellant’s total income for sur-tax 


purposes. 


John Hudson & Co Ltd v. Kirkness 


In the High Court of Justice (Chancery Division) 
April 29th, 1953 
(Before Mr Justice Орјонм) 

Income-tax — Balancing charge — Vesting of wagons 1n 
British Transport Commission - Whether a sale - 
Non-rateable machinery — Finance Act, 1936, Sec- 
tion 22 — Finance Act, 1940, Section 30 — Income Tax 
Aci, I945, Sections 17, 68 — Transport Act, 1947, 
Sections 5, 8, 29, 30, ЗІ, and 32 — Defence (General) 
Regulations, 1939, Regulation 53. 

'The appellant company carried on business as a 
coal merchant, and in 1947 it owned 633 railway 
wagons which had been under requisition to the 
Ministry of Transport from 1939. On January ist, 
1948, pursuant to Section 29 of the Transport Act, 
1947, the railway wagons vested in the British 
Transport Commission, and the company received 
2 sum calculated according to Schedule VI to the Act. 

The company was assessed under Case I of 
Schedule D for 1948-49 in the sum of £29,021 which 
was the amount of a balancing charge which was 
claimed by the Inland Revenue, and it was contended 
for the Inland Revenue that the process, whereby 
the wagons became owned by the British Transport 
Commission, was a sale for the purposes of Section 17 
of the Income Tax Act, 1945. The Special Com- 
missioners decided in favour of the Inland Revenue. 


Held, that the transaction was not a sale. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales ' 
MEMBERS’ ADDRESSES WANTED 
The Secretary of the Institute would be glad to know 
the present addresses of the following members of 
the Institute. The town at which the member was 
last known is shown after each name. 
William Bruce Thornton Bate, D.S.C., A.C.A. 
Lostwithiel. 
George Arthur Jebb Brewer, a.c.a., London. 
Charles Louis Dornton Duff, r.c.4., Brighton. 
Francis Gerald Hope, r.c.4., Wokingham. 


Personal 


Messrs Moorrs, Carson & МУАТ5ОМ, Chartered 
Accountants, of 209 West George Street, Glasgow, 
C2, announce that Mr James A. THOMSON, C.A., is 
retiring from the firm at the end of June to take up an 
appointment with Cayzer, Irvine & Co Lrp, and 
The Cran LINE Steamers LTD, with which com- 
panies the firm has been closely associated for many 
years. 

Mr Т. W. MILNER, F.A.C.C.4., announces that he 
has taken into partnership Mr A. С. T. GRIFFITHS, 
A.A.C.C.A., who has been a member of the staff for 
some years. The practice will continue under the 
style of BROOMFIELD & ALEXANDER, Accountants and 


Auditors, at their head office, 181 Dock Street, ` 


Newport, Mon, and the branches at Blackwood, 
Mon, and Pontypool, Mon. 

Messrs WENTWORTH Price, Сарзву & Co, of 
8 Windsor Place, Cardiff, announce that owing to 
the death of Mr LEONARD PATERSON, Р.5.А.А., and 
the desire of Mr Gzonax Е. DICES, Е.5.А.А., to retire 
from practice, they have arranged to amalgamate 
their practice with that of Messrs R. H. Максн, 
Son & Co, Chartered Accountants. The practices 
wil continue to be carried on at Baltic House, 
Mount Stuart Square, Cardiff, and at 8 Windsor 
Place, Cardiff, under the name of R. Н. Manca, 
SoN & Co, Chartered Accountants (incorporating 
WENTWORTH PRICE, Сарзву & Co.). 


Professional Note 
Mr T. I. Kinley, M.A., c.a., has resigned his 
position as deputy manager of the Glasgow Corpora- 
tion Transport Department in order to take up a new 
appointment as assistant secretary of Scottish 
Omnibuses Ltd. | 


Obituary 
JOHN ALBERT DEAKIN HALE, A.C.A. 


It is with great regret that we record the death, 
on June 6th, of Mr John A. Deakin Hale, a.c.a., who 
was in his gand year. . 

Mr Hale was one of the oldest members of the 
Institute, having passed his Final examination in 
1887, although he did not in fact apply for admission 
until 1891. 

He founded the firm of Deakin Hale & Co, Char- . 
tered Accountants, of Moorgate, London, EC2, in 
1906, and was actively concerned in the affairs of his 
practice until his retirement only eighteen months 
ago. 


'The Special Commissioners of 
Income Tax 


Тће Board of Inland Revenue announces that Mr 
George Basil Todd-Jones has been appointed as 
Presiding Special Commissioner of Income Tax in 
succession to Sir George R. Hamilton who is retiring 
from the public service on July 31st, 1953. Mr 
F. N. D. Preston, whose appointment as successor 
to Sir George Hamilton was previously announced, 
has had to decline the appointment for reasons of 
health. 


Companies (Unregistered Companies) 
Regulations, 1953 


A doubt exists as to whether the Companies (Un- 
registered Companies) Regulations, 1948, which 
were made under the Companies Act, 1947, expired 
on the coming into force of the Companies Act, 
1948. 

The Board of Trade have accordingly made the 
Companies (Unregistered Companies) Regulations, 
1953, which re-enacts the provisions of the 1948 
Regulations and the opportunity has been taken to 
consolidate them with those of the Companies 
(Unregistered Companies) Regulations, 1949. 

The 1948 Regulations applied the prospectus and 
allotments, annual returns and accounts and audit 
provisions of the Companies Act, 1948, to certain 
corporate bodies which were not registered under 
that Act. The 1949 Regulations substituted ‘principal 
office’ for ‘registered office’ where that term appears 
in the above-mentioned provisions of the Act. 
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Sheriffs of the City of London 


Each year, in Guildhall, the liverymen of the City of 
London elect two new sheriffs, one candidate being 
nominated by the Court of Aldermen from their own 
body, whilst the other candidates are members of 
. one or more of the eighty livery companies, which 
have a total membership of approximately 12,500. 

This year the election of the new sheriffs – Бу a 
show of hands — takes place on June 24th and one of 
the two candidates, other than the aldermanic candi- 
date, is Mr Leslie B. Prince, M.A., Е.С.А., С.С. Mr 
Prince, who represents the Ward of Bishopsgate on 
the Court of Common Council, is senior partner in 
the firm of Leslie B. Prince, Simon & Co, Chartered 
Accountants, and has practised at his firm’s present 
address in Bishopsgate for twenty-five years. 

As readers will remember, Mr 5. H. Gillett, 
M.C., F.C.A., was elected a sheriff at last year’s meeting 
in Guildhall, and we hope that again, on June 24th, 
a member of the profession will be similarly honoured. 


Central Land Board 


A leaflet designated ‘Assignments 1’, describing the 
provisions of the Town and Country Planning Act, 
1953, as it affects assignments of claims for deprecia- 
tion of land values under Section 58 of the Act, 
has been issued by the Central Land Board. Copies 
of the leaflet are available at any of the Board’s 
regional offices. 


Our Weekly Problem 
No. 73: Smpate’s SUIT 


“They told me they had reduced the price of their 
suits to so many guineas’, said Mr L. U. Sidate. 
‘And then they go and charge two shillings for the 
box: it’s overdoing it! My suits last me nine years. 
I wear a suit for the same number of days in the 
first and last years, twice as many days in the second 
and eighth years and so on to five times as many in 
the fifth year.’ 

‘What happens after the ninth year?’ inquired 
Mr U.N. Ravel. | : 

‘I give it to the gardener. But,’ added Mr Sidate, 
‘during the war I found an old coat in the potting 
shed and as it was considerably better than the one I 
was wearing I took it back into use. I have a rather 
interesting costing system for writing off the suit 
and its box over the number of days I wear the suit.’ 

‘The cost of wear’, Mr Sidate chuckled, ‘and tear 
per day in the last year is, in pence, half the number 
of days on which I wear it in that year. Each previous 
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year the cost is one penny more per day in that year.’ 
‘So that in the first year it is eightpence more per 

day than in the last year,’ said Mr Ravel. 
‘Precisely,’ said Mr Sidate. 


What was the cost of the suit, excluding the box? 
The answer will be published next week. 


ANSWER TO No. 72: Tus Canon’s Can 


Even without knowing that there are 25 Sundays after 
Trinity it is not difficult to guess that the number of 
children is 5. 

Five taken out four ata time 5 ways 

Five taken out three at a time XO ,, 

Five taken out two ata time 10, 


' 25 ways 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or JUNE 15TH, 1878 
Extract from Notes in Passing 
The Rights of Creditors 


It would be a curious bankruptcy law that would 
allow to pass unchecked such conduct as that of a 
certain creditor of one George Dyer, a jeweller and a 
liquidating debtor. The day after the presentation by 
the latter of his petition, which issued in the appoint- 
ment of a receiver, this creditor called upon the 
debtor and asked for the return of some goods which 
the former had supplied on credit. This Mr. Dyer 
refused to do; but taking advantage of the production 
of certain articles for a customer’s examination, the 
creditor managed to secure two gold watches, two 
gold chains, and a diamond locket, with which he 
walked off. The pleasantry of this proceeding was 
undoubtedly enhanced by the fact that these articles 
formed no part of the goods in question. Of course 
the Registrar before whom the matter came ordered 
the return of the purloined assets to the receiver. 








ANNOTATED TAX CASES 


Edited by Roy BORNEMAN, Q.C. 


Published on the first Saturday after the 20th 
of each month. Reports of Income-tax, Sur-tax, 
Profits 'Tax, E.P.T., Death Duties and Stamp pu 
Cases decided in the Courts of England and Scotlan 
The reports contain a lucid summary of the cases and 
8 full report of the judgments, togetber with explana- 
tory notes on the decisions. 








SUBSCRIPTION 30 “~ PER ANNUM . 


(post fres) 
GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, EC2 







INSURANCE TD. 
CORPORATION S 


LONDON, SW1 





JUNE 20TH, 1953. 


CONTENTS 
‘Leading Articles Page 
Cost of Local Government 721 
The Finance Bill- V 723 
Special Article 

Costing Economically 

by F. Clive de Раша, T.D., 

A.C.A., A.C.W.A. 725 
Weekly Notes . 729 
Reviews 731 


Finance and Commerce 732 
Gorrespondence 735 


The Institute of Chartered 
Accountants in England 
and Wales 


Meeting of the Council 737 


Findings and Decisions of 
the Disciplinary Committee 741 


The Institute of Municipal 
Treasurers and Accountants 


Sixty-eighth Annual Con- 
ference 74a 


Notes and Notices 


The Institute of Chartered 
Accountants in England and 
Wales: Members’ Library ~ 
-Personal-Professional 
Notes — Obituary — Census 
of Production for 1953 — 
London and District Society 
of Chartered Accountants — 
~ The Society of Incorpor- 
ated Accountants and Aud- 
itors: Scottish Branch – The 
: Institute of Cost and Works 
Accountants — The Institute 
of Internal Auditors — East 
Anglian Chartered Account- 
ants’ Students’ Association — 
Chartered Accountants’ 
Students’ Society of Kings- 
ton upon Hull – Oxford 
Chartered Accountant Stu- 
dents’ Society – South Wales 
and Monmouthshire Char- 
tered Accountant Students’ 
Society — Chartered Ac- 
countants’ Golfing Society- - 
Association of Scottish Char- 
tered Accountants in Lon- 
don: Annual Golf Meeting 
— The Institute of Actuaries 
— Our Weekly Problem — Our 
Contemporaries — Twenty- 
five Years Ago — Seventy- 
five Years Ago 745 


~ The Accountane) 


VOL. CXXVIII NO. 4096 


COST OF LOCAL GOVERNMENT 


N LTHOUGH no new legislation of importance affecting local 
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government finance was enacted during 1952, the year, 

judging by the report of the Council of The Institute of 
Municipal Treasurers and Accountants, just issued, was one of 
considerable activity. The numerical strength of the Institute at 
January rst, 1953, including 359 honorary members, was 2,667, a 
net increase of 113 over the previous year’s figure. There were also 
1,938 registered students at the beginning of this year as against 
1,920 a year earlier. There were 1,632 candidates for the Institute’s 
examinations, held in May and November, and 417 of these, or 
less than 26 per cent, passed. While the Council remarks upon the 
decline in the number of candidates presenting themselves for 
examination — the November entry was the smallest since the war – 
it makes no comment on the low pass rate. 

The accounts of the Institute, as one would expect of a body 
whose members are skilled in the husbandry of high finance, are 
sound. The excess of income over expenditure for the year is {111, 
but this is after charging {915 of the Institute's total share (£1,115) 
of the cost of the Sixth International Congress on Accounting. 
The accumulated surplus at January ist, 1953, is £19,769, a sub- 
stantial proportion of which, appropriately enough, is represented 
by investments in local loans. 

In his presidential address, delivered on Wednesday at the 
sixty-eighth annual conference of the Institute held in Scar- 
borough, Mr C. Н. POLLARD, O.B.E, F.S.A.A., F.LM:T.A., Е.5.8., 
City Treasurer of Kingston upon Hull, surveys briefly the pro- 
gress of local government during the past 350 years and then 
considers some of the more important problems of the present 
day. Local rating virtually began with the famous ‘Act of Elizabeth’ 
—the Poor Relief Act of бо – а measure remarkable for the 
principles it enunciated, for the arrangements for administration 
it contained, and also — because of the undoubted soundness of its 
construction — its powers of survival. Although supplemented by 
other enactments which enabled new authorities as they came into 
being to levy rates for other purposes, it ran a long and beneficient 
course until the passing of the Rating and Valuation Act of 1925 
which empowered local authorities to levy a single general all- 
purposes rate. 

‘The historic office of Overseer of the Poor, that of the officials 
responsible for the administration of the ‘Act of Elizabeth’, was 
abolished by the new legislature but the traditional basis of local 
taxation – the annual value of property -still survives. The 
humane vision of these Elizabethan planners, quick to recognize 
that the feudal system of medieval England was crumbling under 
the pressure of a capitalist, commercial age, is evident from the 
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following extract from the original Act, requiring 
the overseers: 
*. .. to raise weekly or otherwise by taxation of 
every inhabitant, parson, vicar, and other, and of 
every occupier of lands, houses, tithes impropriate 
. or propriation of tithes, coal mines or saleable 
пена in the said parish, in such competent 
sum and sums of money ás they shall think fit, a 
convenient stock of flax, hemp, wool, thread, iron 
` and other necessary ware, and stuff to set the poor 
on work; and also competent sums of money for 
and towards the necessary relief of the lame, im- 
tent, old, blind, and such other among them 
eing poor and not able to work and also for the 
putting out of such children to be apprentices, to 
e gathered out of the same parish, according to 
the ability of the same parish’. 


Mr PoLLARD’s neat historical preamble inspires 
the right philosophical detachment and balance 
of perspective necessary for the consideration of 
more current and contentious problems of local 
government. One of these is the continuous 
growth in spending by both central and local 
governments. The total expenditure on main 
services by local authorities in this country has 
risen from {100 million in 1913-14 to £743 
million in 1950-51. Two items alone account for 
rather more than half of the latter total – educa- 
tion £269 million and housing £107 million. The 
. cortesponding figures for these' services in 

1913-14 were £32 million and Хі million. The 
taxpayer may well ask – as does Mr POLLARD — 
if the non-stop increases in expenditure and in 
consequence, rates, are inevitable and if so, is 
good value being obtained for all the money which 
is being spent? As regards education, by far the 
largest single item in the local authority's budget, 
the adequacy of the return on what must be 
regarded as a long-term investment cannot ever 
immediately be apparent. The fate of this 
country, Disraeli said, depends on the education 
of its people. The optimist will affirm that 
broadening the school curriculum brings us 
nearer to the old Greek ideal of mens sana in 
corpore sano. 'Yhe pessimist, on the other hand, 
will insist that by substituting, say, games for 
Greek we are wholly abandoning brains for 
‘brawn. Moderation is always the most difficult 
of all states to maintain and the immediate and 
vital task of the local authorities is to strike the 
- proper balance of expenditure, having constant 
regard both to education and to economy. | 
On housing, the next largest item of local 
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government expense, it is possible to be more 
explicit, for it would seem that substantial saving 
could almost certainly be made by a more realistic 
approach to the subsidy policy. At present, the 
average weekly subsidy on each house owned and 
let by local authorities is over 135 6d. This burden 
has to be paid for by the. general community in 
the form of taxes and rates. As the aggregate 
incomes of many tenants, taking into account 
their adult family’s earnings, are substantially in 
excess of {1,000 per annum, it would appear 
reasonable that the whole basis of the subsidy 
should urgently be reconsidered. | 

Two weeks ago we welcomed, in a leading 
articlé, the research activities of The Institute of 
Cost and Works Accountants into the relative. 
costs of administration and production in industry. 
It would seem that a similar general inquiry into 
the costs of administering local government ser- 
vices might reveal sources of substantial saving. 
From a subjective analysis of expenditure in his 
own city, provided by Mr Porranp, it may be 
seem that, in 1938-39, salaries, wages and 
national insurance cost {1,219,512 or 36 per cent 
of the total expenditure for the year of £3,386,669. 
Salaries etc., in the 1953-54 budget, are 
£3,161,407 or 46 per cent of the total estimated 
expenditure of £6,806,551. If these figures are 
representative (and they probably are, for else- 
where in his address, Ме Ротљавр states that for - 
local authorities in England and Wales alone the 
total salaries and wages bill is about £425 million 
a year, or half the total annual expenditure on 
revenue account), then an increase of 24 times in 
actual remuneration and a rise of 10 per cent in 
its ratio to the total expenditure clearly indicates 
that closer investigation, with a view to reducing 
costs, is imperative. 

The PrEsIDENT’s acute observations on other 
aspects of his subject should instil in all members 
of the Institute a new awareness of their responsi- 
bilities. One of the most helpful contributions to 
the success of the new Elizabethan age upon which 
we have so propitiously embarked would be a 
revival in the art of local government administra- 
tion, and this can best be brought about by insight 
and imagination in those elected to authority and 
interest, instead of apathy, on the part of the tax- 
payer; a ге па пр, in fact, of the spirit and invent- 
ive genius of those early planners who conceived 
and drafted the historic ‘Act of Elizabeth’. 
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THE FINANCE BILL-V ` 
THE COMMITTEE STAGE (Continued) : 


HE fourth day of the Committee stage of 

the Finance Bill, on June 11th, saw the 

acceptance by the Government of an 

Opposition amendment. It consists of a new sub- 
clause (3) to clause 12, and is as follows: 

'(3) In Section two hundred and seventeen of the 

- Said Act (services of a daughter), for the reference 

to twenty-five pounds there shall be substituted a 

reference to forty pounds.' 

It concerns that Cinderella of income-tax 
personal reliefs, the allowance for the maintenance 
of a daughter upon whose services the taxpayer is 
compelled to rely by reason of old age or infirmity. 
As will have been seen, the relief is increased from 
£25 to £40, the first increase since the relief was 
introduced thirty-three years ago. Apparently no 
attempt is being made to clear up the minor 
mystery which surrounds the relief, namely, why 
no income limit is applied to the daughter. 

The committee went very closely into personal 
reliefs that day, the debate being precipitated by 
the concessions introduced by the CHANCELLOR. 
Naturally he was asked to go further. The 
Opposition wanted to increase the single personal 
relief from {120 to {150 in favour of a single 
person who is a householder, on the grounds that 
such a person has a great deal more expense than 
the single person who lives with parents or in 
lodgings. In opposing the amendment, the 
ECONOMIC SECRETARY TO THE TREASURY said he 
hoped the Royal Commission would deal with 
the point. 

The former Chancellor, MR Носн DALTON, 
made a strong plea for an increase in the earned 
income relief from two-ninths to one-quarter, and 
was supported from both sides of the House. 
Mr BUTLER was adamant, however. He said the 
change would cost over £51 million and explained 
that in framing the Budget he had hesitated 
between such a change and a reduction of six- 
pence in the standard and reduced rates. He 
could not give both and had decided on the 
historic device, familiar with Mr Gladstone, of 
' reducing the standard rate. 

. MR Jay wanted to increase the child relief from 
' £85 to £100. He pointed out that notwithstanding 


the existing reliefs and the family allowances, the 
taxpayer with dependants was still very much 
worse off than the one without. On a gross income 
of £800 a year, the single person had {651 after 
tax, while the married man with three children 
had a sum which represented {161 per head of 
his family. А member recalled that the Act of 
1798 provided a deduction of 1o per cent for a 
family of more than four children but less than 
eight; 15 per cent for eight or nine children; and 
20 per cent for ten or more. There were so many 
claims, it is said, that the CHANCELLOR had some 
doubts whether all the children claimed for really 
existed. Child relief was withdrawn in 1806 and 
only reintroduced in 1909. The increase.in child 
relief now proposed would have cost over £14 
million and the proposal was rejected. 

Mr FREDERICK Lee moved that the 226 earn- 
ings. limit for apprentices be increased to £85, 
pointing out that a great many children at school. 
or university. received scholarship income which 
was not.counted and which might be as much as 
£300. He dealt in advance with the usual Govern- 
ment reference to the Royal Commission by 
saying ‘Royal Commissions have their uses, one 
of which . . . is to provide a ready answer for a 
Government in distress.’ 

The Economic SECRETARY TO THE ‘TREASURY 
argued that if the amendment were adopted there 
would have to be provision for marginal relief. 
where the apprentice’s earnings slightly exceeded 
£85 and this would involve the addition of 
'several hundred' Inland Revenue officers. He 
undertook that the CHANCELLOR would try to 
meet the points put by Mr Lre at the Report 
Stage. 

Mr Нооснтом moved that the increase in 
housekeeper reliefs be from {50 to £75, instead 
of to £60. He said that the housekeeper question 
was far too delicate a subject for the Royal Com- 
mission but nevertheless the FINANCIAL SECRE- 
TARY TO THE TREASURY preferred to leave the 
matter to them. He said the concession would 
cost £1 million. | с 

Earlier in the day the standard rate of income- 
tax was debated. Opening the debate, Mr Jay 


t 
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returned to the point ће made on the second 
reading, namely, that several million people 
. could be taken out of the range of income-tax 
altogether without very much cost in revenue. He 
said that in reply to his inquiries, the CHANCELLOR 
had told him that of roughly fifteen million indi- 
viduals paying income-tax totalling £700 million, 
the five million people in the lowest brackets 
contributed only £30 million. He argued that by 
merely lowering the standard rate, as the CHAN- 
C&LLOR had done, none of these people had been 
taken out of the income-tax range. His own sug- 
gestion was that the earned income, besides 
having a maximum of £450, should also have a 
minimum of, say, £100. The Government's 
answer was that the need for incentive was not 
confined to those with the lowest incomes. 

'The whole of the previous day's debate was 
confined to clause 9 of the Bill which alters the 
general purchase tax provisions, in particular 
reducing the 334, 66$ and 100 per cent rates to 
25, 50 and 75 per cent respectively. Purchase tax 
has almost as few friends as excess profits levy, 
but most members accepted the principle that it 
was inevitable in the present economic circum- 
stances. Accordingly, much of the debate was 
taken up by pleas for reductions in favour of 
particular goods. 

Such a tax is bound to contain anomalies. MR 


SHURMER held up a model of a dog with its tail - 


in the form of a cork-screw. He told the committee 
that the rate of purchase tax on the object was 
75 per cent. If the cork-screw had protruded from 
any other part of the dog's anatomy, the rate 
would have been only 25 per cent. 

The fifth day of the Committee Stage — last 
Tuesday – was largely devoted to an examination 
of clause 14 which reintroduces initial allowances 
but restricts them to one-fifth in the case of plant 
and machinery. The Opposition moved an amend- 
ment to increase the allowance to the two-fifths 
which obtained before Mr GAITSKELL suspended 
initial allowances. Moving the amendment, Mn 
CROSLAND said that the overriding economic need 
was to increase the rate of capital investment. It 
might be that for the first time since the end of 
the war, the limiting factor on capital investment 
was not the lack of physical resources but of 
capital. THz FINANCIAL SECRETARY TO THE 
‘TREASURY pointed out that the amendment would 
cost £44 million in 1954—55 and £76 million in 


i 
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the following year. MR GAITSKBLL supported the 
amendment, observing that when he suspended 
the allowances in his Budget two years ago, it was 
to clear the way for the defence programme. Now 
the position was different, particularly in the case 
of engineering industries, which were not so 
overloaded with orders. . 

Replying to the debate, Ме BUTLER said that 
as far as could be judged so soon after the Budget, 
things were developing in a way which was not 
entirely unsatisfactory. The curve of production 
was going up, which was what the Budget had 
set out to achieve. He had already made remis- 
sions costing £160 million, of which the 20 per 
cent initial allowance accounted for £84 million. 
In the interests of confidence and good budgeting 
he could not go any further. 'The amendment was 
defeated. 

Mr ALBU moved an amendment designed to 
implement the Millard Tucker Committee recom- 
mendation that there should be discriminatory 
allowances for different industries depending on 
their national importance. Under the amendment 
the Treasury would certify that certain expendi- 
ture was 

‘in the national interest being expenditure on 

projects which in the opinion o of the Treasury a 

essentially and positively related to export, im 

savings or the relief of basic deficiencies, or w ich 

in the opinion of the Treasury contribute definitely 
to the general health of the economy by technical 
development or better use of resources’. 

The Economic SECRETARY TO THE TREASURY; 
resisting the amendment, said that it would intro- 
duce a new taxation principle of discrimination 
within categories of initial allowance. This is of 
course what the amendment plainly seeks to do. 
Mr Maup.inc thought that once the principle 
was accepted the door would be opened to an 
enormous number of claims. He instanced the 
claims of the shipping industry, an industry which 
the CHANCELLOR had been considering with great 
care — particularly the trend of building in British 
yards for British owners. He pointed out that the 
general reduction in direct taxation introduced 
by the Bill would make it easier for industry to 
re-equip out of undistributed profit. The amend- 
ment was rejected on a division. 

Another amendment proposed a discriminatory 
initial allowance of 100 per cent, in favour of 
appliances to economize in the consumption of 
fuel. This amendment, too, was rejected. 
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COSTING ECONOMICALLY 


by F. CLIVE DE PAULA, T.D., A.C.A., A.C.W.A. 


and then to do unto ourselves as we do unto 

others. The internal accounting processes of 
a business spend considerable amounts of time 
and money carrying out the functions of costing, 
the object of which is generally to induce internal 
economy. It might therefore be worth consider- 
ing to what extent those costing processes are 
themselves carried out economically. 

It is not proposed to discuss the different 
methods of costing, that is to say how the costing 
should be done, so much as how economy can 
be achieved in the doing. Such economy could 
cover either the cost of labour, in the form of 
time spent by clerks carrying out the different 
costing functions, and it can also cover the cost 
of the materials that they use, though this is 
normally a small proportion of the total cost. 


ЈЕ is generally salutary to pause every now 


The Field of Costing 
The activities of costing are traditionally divided 
between the processes of cost-finding and cost 
control. It is under these heads, then, that we 
must review the methods and procedures em- 
ployed, to see whether they aré being as econo- 
mical as possible in their use of clerical labour 
and materials. Clearly the cheapest possible form 
of costing is to do no costing of any kind whatever. 


At the other end of the scale the most costly. 


way is to analyse every single item of expense to 
every individual item that is ever made. In many 
businesses this latter procedure could be almost 
ludicrous. Some reasonable economy must there- 
fore be sought between these two extremes, and 
it is suggested that many businesses might profit- 
ably make a careful appraisal of their present 
practices. 
COST-FINDING 

Let us then consider first the operation of finding 
out the costs of different products or services 
rendered to the customer. Assuming that a 
business decides to review its costing practices 
with a view to achieving economy, one of the 
first aspects that must be reviewed is to analyse 
the real reason why cost-finding is done at all. 
It will probably be found that it is done: 

(а) In order to fix selling prices — although it is 
worthy of record that in actual practice, cost- 
finding is less often done for this reason than 
the text-books would have us believe. 

(6) To ascertain profit margins, and find out which 


are the more profitable and which the less 
profitable lines. 

(c) As a basis for deciding future policy. 

(d) Merely in order to provide some basis for 
valuing work in' progress and finished stock 
for inclusion in the end-year accounts. 

Having decided what is the genuine reason for 
finding out the costs of different products, we 
must then consider what are these products for 
which costs are found. Do they consist of: 

(a) Individual non-repetitive items produced on a 

‘one off’ basis. 

(5) Items produced on a repetitive basis in different 
types, or in different sized packs. 

(c) Items produced in batches on a repetitive basis, 
but for which each batch is different from the 
others. 

(4) Broad groups of different types of products, 
with little uniformity or repetition in the items 
produced at one time or another within each 
group. 

Finally, consideration must be given to the 
time factor – that is to say, how frequently the 
different product costs are calculated, since this 
must have a material bearing on the cost of 
performing the operation. 


Why Find Product Costs ? 
'There is little doubt that the review of why the 
costs of different products are calculated at all 
provides the key to any possible economies on 
this branch of costing. It must be rounded off 


.by considering whether or not the present system 


in fact achieves the object which it is meant to 
achieve, and how often in practice it 18 used for 
this purpose. 

In the case of the business that produces 
items on a ‘one off’ basis, or of the jobbing firm 
in one industry or another, it is probably fair to 
say that costing of products prior to, or at an 
early stage in, production, is normally done in 
order to fix selling prices. In almost any other 
industry the fixing of selling prices is very rarely 
the true reason for establishing product costs. 
It is occasionally done for that reason in the case 
of a new product. However, it is of interest to 
note a quotation by Ronald S. Edwards where he 
cites the views of the chief accountant of a 
pottery firm, who thought that 

"There are a great many factors entering into 
price-fixing but the most important is the price 
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that people are willing or could be induced to pay. 
Industry’s problem was not to sell more goods for 
more than they cost but to manufacture goods at 
less than they can be sold for. . . . Often the 
industrialist is manufacturing to a price which has 
been determined for him by a number of external 

`. circumstances. He has then so to arrange his manu- 
facturing that an article is produced which is 
acceptable at that price and which at the same timé 
produces a profit.’ 

. We find then that in the majority of cases 
product costs are used to ascertain which are the 
more, and which the less, profitable lines. But 
considerations of profitability are far from being 
the only опез which determine whether or not 
any particular line should be continued or dis- 
continued, and many other factors of plant 
capacity, volume, prestige, future policy, etc., 

. must also be considered. This being so, the 

business should review the calculation of product 

costs in the past and consider seriously , 
` (a) What action has ever been taken in the past 

on the basis of calculated product costs, either 
to improve profitability or reduce unprofit- 
‘ability, or to influence sales into the more 
profitable tines, or eliminate the ünprontble 
ones? | 

. (b) If action ever has been taken, was it an ИЯ 
ment of selling prices, or action to alter costs? 

(c) Furthermore, where action has been taken, 
was it in respect.of any particular group of 
products, or have all groups been susceptible 
to a and how often, or when, was action 
taken? | 


' Planning Future Profits 

In the light of the facts disclosed by the above 

analysis of the past, it should be possible to look 

forward into the future and form some positive 

view as to what ought to happen. For in review- 

ing the past, it may well be found that though 

little or no action has taken place, there should 

or could have been some action. Looking forward 

then, it should be possible to form an opinion 
on the following points: 

(а) Whether in actual practice, there is any possi- 

bility in the future of altering selling prices, 

"ог whether these are entirely controlled by 

factors outwith the control of the business 

itself. Whether changes of selling prices by 

the business itself are theoretically possible, 

but in the circumstances highly improbable. 

(b) Whether there is any likelihood of action being 

taken to alter production in order to reduce 

the costs of products, and whether any such 

action is in fact possible. 


* °Thé Pricing of Manufactured Products’, Economia, Vol. 
XIX, No. 75. : 
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. (e) If action to alter. selling prices or costs is 

| possible in the future, whether such action 

covers all types and groups of prodücts, or 

` whether in fact it is limited toa certain section 
of the whole range. 

(d) How frequently such. action is either possible 

ог likely. 

If the answers to these аео ‘have been 
thought out carefully, a fairly clear indication 
should emerge as to the number of different 
product costs which it is worth calculating and 
the frequency with which it is worth calculating 
them. For example, it might be decided that it 
would be quite adequate if all the different product 
costs were.calculated once a year; or, for certain 
groups or items, more frequent calculation might 
be indicated; or even in an extreme case it might 
be found that the firm’s position in a highly com- 
petitive market could only be maintained if very 
regular and frequent calculation were made of 
all product costs. 

On the other hand it may be found that the 
likelihood of action being taken is virtually 
negligible. In this case product costs are prob-- 
ably. only used for the valuation of work in 
progress and finished stock for the епд-усаг 
accounts. In such a case it would be opportune 
to give serious consideration to both the degree 
of accuracy and to the number of different 
product costs that are needed. For only as much 
detail is needed as will avoid. distorting the 
accounts from year to year and provide a ‘true 
and fair view of the state of the company's 
affairs’. For this purpose (in engineering раг- 
lance) accuracy to one-hundredth of an inch 
may be quite adequate, and accuracy to а millionth 
part of an inch might be gross extravagance. For 
the greater degree of accuracy would certainly 
be expensive to obtain and would not necessarily 
have a material effect on the results disclosed.. 


How Many Different Product Costs 2 

In the above discussion it is suggested that careful 
scrutiny may reveal possible economies in the 
frequency with which different product costs are 
calculated — having in mind the action that those 
product costs are capable of generating. There 
next comes the question of the number of differ- 
ent product costs which need to be calculated. 
For example, it may well be worth considering 
whether in fact there is any substantial difference 
in cost between different sizes, styles, types of 
pack, grades or qualities, or batches. 

If there is a difference, then is the relationship 
between them reasonably constant, so that once 


‘the cost of one has been established in detail, 
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the costs of the others can be calculated empiri- 
cally? The situation can exist where considerable 
economy of calculation can be achieved by cutting 
down the number of individual items costed 
(i.e. by grouping into broader categories), and 
by only calculating the costs of certain items out 
of a large range (the costs of the other items in 
the range being assumed to be proportionate). 
The above considerations have dealt mainly 
with the calculation of the costs of established 
products. When considering them, it is also 
worth deciding on the circumstances in which it 
is necessary to calculate the detailed costs of 
new products. The danger is that it can so easily 


become an automatic routine to wade through. 


detailed costing of every new product when in 
many cases the new one may only represent a 
very slight modification of the old. 


COST CONTROL 


· Let us turn now to the other branch of costing 
which is concerned with the day-by-day control 
of expenditure. In the case of this cost control 
activity, the cost of actually carrying it out 
depends mainly on the degree of detail to which 
analysis is taken for control purposes. 

If all expenditure is merely grouped into 
broad totals on the lines of the traditional 
trading and profit and loss account, then the 
process of analysis is simple and inexpensive. 
Under such a form of analysis (or, rather, lack 
of analysis) expenditure is grouped according 
to the method of spending, i.e. labour, materials, 
salaries, petty cash, etc. 

However, where close control of spending is 
aimed at, it is usual to attempt some form of 
analysis, according to the person who is re- 
sponsible for authorizing and controlling the 
expenditure, and according to the reason for 
incurring the expense. 

This means that in the case of labour, overhead 
expenses, and those materials and tools which 
are normally classified as ‘consumable stores’, 
it is necessary to make a two-way analysis: 
first, to the different departments or areas of 
responsibility; secondly, to the different reasons 
for incurring expense, or account numbers, 
within each department, e.g. direct production 
labour, service labour, supervision, machinery 
maintenance, consumable stores, or building 
maintenance. 

In the case of those materials which form a 
direct and measurable part of the finished 
product (normally classified as ‘direct materials’), 
there is generally some similar primary analysis 
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to the departments in which the materials are 
taken into production. If any degree of secondary 
analysis is undertaken, it would normally be to 
the different products or batches passing through 
the different departments. 

Once again, any research into economy in the 
operation of the cost control procedures must first 
focus attention on the. action that flows from the 
figures produced. Probably it is as well to con- 
sider: what action in controlling expenditure has 
been taken in the past; what action is likely to 
be taken in the future; by when, and how, is that 
action to be taken. 

The problem of deciding the degree of detail 


required in the analysis of expenditure turns then 


on the question of deciding just what detail is 
needed to make that future action effective in 
the hands of those people who are expected to 
take it. 


Labour and Overhead Expenses 


If action to control expenditure on labour and 
overhead expenses is to be effective, it is clearly 
essential that each responsible official of the 
business should receive information concerning 
that field of expenditure over which he has both 
responsibility and authority to act. But the 
corollary is not so often considered – namely, 
that it is an expensive waste of effort to give him 
information concerning items of spending, 

(а) concerning which he is nominally responsible, 

but for which responsibility is in fact taken by 
a superior authority; 

- (Б) оп which his ability to take action (although 
theoretically possible) is in fact limited by some 
other controlling factor, such as external agree- 
ments with trade unions, or internal policies of 
higher management. 

This means that the degree to which items of 
expense are analysed to departments should be 
examined very critically to make sure just who 
it is that really can take effective action to in- 
crease or decrease expenditure on any item, Le. 
whether it is the individual direct production 
operative, the charge-hand, the foreman, the 
departmental supervisor, the works manager, or 
the managing director. On the margin, there 
may be some items on which action at lower level 
is so extremely improbable that it may not be 
worth the expense of providing information 
which is never likely to be used. 

Where a degree of analysis down to depart- 
mental level is decided to be necessary, it still 
remains to be decided just how much detail 
should be provided. For example, is an analysis 
of all the different items of consumable stores 
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really needed? On the other hand, would control 
of expenditure on some small tools be more 
effective if more detail of the different items were 
regularly provided? 


Direct Materials 


The ‘cost of controlling expenditure on direct 
production materials depends largely on the cost 
of providing a count or measurement of: 
| the quantities passing different points from one 
department to another, or from one process to 
another; or, 
the quantities being taken into use at different 
points; or, 
the quantities being scrapped, or wasted at 
different points. 
According to thé cost of count, measuring, and 
recording in this way, so it must be decided 
whether the value of the material concerned makes 
the establishment of control worth while. If 
measurement is extremely difficult and therefore 
highly expensive, or if the material is of little 
value, then, an overall control may be sufficient 
over the total value of materials consumed as 
compared with the total value of output of 
finished products. 

As control is extended, consideration must be 
given to the actual degree of benefit likely to be 
obtained in return for the cost of providing 
analysis down to: different departments or pro- 
cesses; individual products passing through each 
department, or process; individual batches, or 
runs, of different products. 

It may even be found that just as effective 
control can be established, at a much lower cost 
of counting or measurement, by measuring only 
the amount of waste produced, ог scrapped items 
rejected (though this can seldom be effective 
without at least an accurate measure of the total 
final quantity of good production). Yet even 
where complete count and check is carried out, 
it is well worth investigating whether an equally 
effective control might be obtained by the appli- 
cation of the statistician’s art. It is so easy to 
forget the fallability of human beings and to 


think that a 100 per cent check necessarily pro- 


vides а оо per cent answer — whereas a less 
expensive form of statistical control might pro- 
vide as high a probable degree of accuracy. 


Frequency of Presentation 


Having decided the pattern of analysis needed for 


the control of both labour and overhead expenses 
and of direct production materials, it must be 
decided how frequently the relevant information 
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needs to be presented to make control effective. 
Again, the key factor is the action which. it is 
intended to generate in the control of expenditure. 
For clearly, the greater the detail that has to be 
compiled and presented regularly, the greater 
the cost of presentation. It is therefore a waste of 
money to arrange for the frequent extraction and 
presentation of information on items over which 
action to control levels of spending can only be 
taken at infrequent intervals. 

It is suggested that many businesses, including 
those which carry out quite detailed procedures 
of cost control, might profit by giving studied 
attention to this point. It may often seem so 
much easier to arrange for the regular routine 
analysis of every item of expense to ensure that 
no item gets overlooked. Yet it will generally be 
found that the higher the level of management at 
which any item of expenditure is controlled, the 
fewer the opportunities of taking action to change 
the level of spending. Conversely, action is 
generally being taken almost from hour to hour 
which alters the level of expenditure of those 
items which are in fact controlled ‘on the shop 
floor’. 

Each item needs to be considered, then, in the 
light of the frequency with which action can be 
taken on it. In the interests of economy, every 
attempt should be made to present details of 
each only as frequently as is needed for action 
to be taken when such action is possible. If this 
is done effectively, it should avoid cluttering up 
the desk of beth the person who prepares the 
information and the person who receives it, with 
unnecessary detail. 

When considering this aspect of cost control, 
care must be taken not to confuse it with the 
general reporting function, by means of which 
the general result of operations is reported to 
different levels of responsible management. Some 
levels of management, particularly the higher 
ones, reed routine reports at regular intervals 
to show them the résults of the policies they have 
adopted. Not infrequently they mislead them- 
selves into thinking that they receive such 
information for the purpose of taking detailed 
action for control purposes. As a result it often 
happens that this purely reporting function is 
carried out in far too great detail (and therefore, 
probably at too great cost) whereas what is 
needed is some far broader picture of the 
important factors. 


PROCEDURES 


It is only when careful investigation has been 
made to elucidate the facts on all the above 
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. questions that a constructive approach can be 


made to the problem of deciding what procedures 


"| are to be employed in carrying out the cost con- 


trol and cost-finding functions. In the solution 


„| of this problem, as in so many others, a clear 
‘| appraisal and statement of the facts will in many 


cases make the solution obvious and relatively 
unambiguous. 

However, it is not possible to consider the 
, costing problem in splendid isolation, and it is 
| not therefore always desirable to adopt those 

. procedures which give the most nearly perfect 
: solution from the costing point of view. For cost- 
; ing is but one of the clerical operations carried 
, on in the different parts of a business. Maximum 
| economy and efficiency will therefore only be 
! obtained if the costing procedures are carefully 

dovetailed with all the other clerical procedures 
' with which it has common interests. These 





and payment; records of material issues; output 
records; sales records; cash and other expenditure. 


| 
| 
| 
П 
| 


Sir Harold Howitt Honoured 


We are sure our readers will wish to join us in con- 
| gratulating Sir Harold Howitt, G.B.E., D.S.O., M.C., 
, D.L., Е.С.А., on whom the honorary degree of Doctor 

of Civil Law will be conferred in Convocation at 
Oxford University on July 18th next. 


Sir Harold Gillett, M.C., F.C.A. 


' The honour of knighthood was conferred by the 
Queen on Mr S. Н. Gillett, M.C., Е.С.А., on the 
occasion of Her Majesty’s visit to Guildhall on 
Friday of last week. 
Sir Harold is an alderman and a sheriff of the City 
, of London, and is senior partner in the firm of Dixon, 
' Wilson, Tubbs & Gillett, Chartered Accountants. 
He is a member of the Council of the Institute and 
President of the Chartered Accountant Students’ 
Society of London. He is also deputy-chairman of 
the London Chamber of Commerce. 
We have pleasure in offering our congratulations 
_ to Sir Harold. 


More Coronation Honours 
‘ In previous issues it has been our privilege to con- 
gratulate members of the profession who were named 
, In the recent Coronation Honours List. We now have 
pleasure in congratulating the following members 
: who have also been honoured: Major J. Parry Brown, 
O.B.E., J.P., F.A.C.C.A., principal i in the firm of J. Parry 
, Brown, of Newport, Mon, who has been awarded 





| the C.B.E. for political and public services in South 


Wales; and Mr R. V. Lewis, LL.B., А.А.С:С.А., Clerk of 
; the Mablethorpe and Sutton Urban District Council, 
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Thus it finally becomes possible to decide just 
how the different parts of the costing process 
Shall be carried out, so as to achieve a maximum 
economy (for the business as a whole) of clerical 
time and material. 


CONCLUSION 

It will be noted that consideration of the details 
of costing procedures comes only at the end of a 
lengthy and detailed examination of what needs 
to be done and why. Further, it has been sug- 
gested that the answer to the question of how 
economy is to be achieved will probably become 
obvious if only the examination of ‘what’ and 
‘why’ is sufficiently clear-sighted, dispassionate 
and objective. Аз was said at the beginning, по 
attempt has been made to consider the problem 
of ‘how’. All that has been attempted is to 
suggest to those concerned with the field of 
management accounting that some healthy intro- 
spection might be not only beneficial but also 
profitable. 


WEEKLY NOTES 


who has been awarded the O.B.E. for services 
during the East Coast floods. 


The Association of Certified and Corporate 
Accountants 


The annual conference of the Association of Certified 
and Corporate Accountants commences next Satur- 
day, June 27th, at The Grand Hotel, Folkestone, and 
continues until July rst. There will be also, on July 
2nd and 3rd, an extension programme when members 
and guests will be able to visit Penshurst Place, birth- 
place of Sir Philip Sydney and now the home of 
Lord de L’Isle and Dudley, v.c., А.С.А., and to attend 
a reception at The Grand Hotel given by the Council 
of the Association. 

The proceedings commence on Saturday evening 
with the conference reception, which will be followed. 
on Sunday by a coach tour to well-known Kentish 
beauty spots. After the Mayor of Folkestone has 
formally opened the conference on Monday morning, 
the Rt. Hon. Lord Latham, J.P., F.A.c.c.A., President 
of the Association, will deliver his presidential 
address. In the afternoon, two papers are to be given; 
the first by Mr C. W. Holroyd Sergeant, M.A., А.С.А., 
is entitled ‘Some thoughts on shares of no par value’; 
while the subject of the second, by Mr Е. У. Smith, 
F.A.C.C.A., Е.С.1.5., is ‘Estate duty and the family 
business’. In the evening, the Mayor and Mayoress of 
Folkestone are holding an official reception at The 
Grand Hotel. 

On Tuesday morning, Mr R. Sproull, C.A., F.C.W.A., 
will give the third and final paper, which will deal 
with “Organization and fees in medium practices’. 
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The annual meeting of branch and district society 
representatives will be held in the afternoon, and in 
the evening there is to be a conference banquet and 


dance. 

7 On Wednesday an all-day coach tour visiting Dover 
and Canterbury will be followed in the evening by a 
visit to a repertory company play at the Leas Pavilion, 


Iron and Steel Holding and Realization 
Agency 

The Chancellor of the Exchequer has announced the 
appointment of Sir John Morison, C.4., a partner in 
the firm of Thomson McLintock & Co, Chartered 
Accountants, as chairman of the new Iron and Steel 
Realization Agency formed in accordance with the 
provisions of the Iron and Steel Act, 1953, to imple- 
ment the change-over of the iron and steel industry 
from national:to private control. Sir John, who is a 
director of the Finance Corporation for Industry, has 
been the Chancellor's main adviser on the change-over 
problems confronting the Treasury since January. 

The new Agency is-to be composed of not less than 
three, nor more than six members; at present the four 
members under Sir John Morison’s chairmanship 
are Mr A. C. Bull, a retired senior official of the Bank 
of England; Sir Thomas Chadwick, Accountant of the 
Treasury until May 31st this year; Sir Oliver Franks, 
lately H.M. Ambassador in Washington; and Mr 
C. P. L. Whishaw, solicitor, a member of the firm of 
Freshfields. 

Sir John Green, now chairman of the Iron and 
Steel Corporation of Great Britain, has also agreed 
to serve as a member of the Agency and will take up 
his vien to which he will devote the greater 
part of his time, when the Iron and Steel Corporation 
is dissolved. 


Adult Education Service Committee 


Mr C. M. Skinner, C.B.E., LL.D., F.C.A., is one of the 

six members of the committee which has been 

appointed by the Minister of Education under the 
chairmanship of Dr Eric Ashby, Vice-Chancellor of 

Queen's University, Belfast, to review the adminis- 

tration and financial aspects of the Adult Education 

‘Service. The committee’s terms of reference are as 

follows: 

“To review the present system by which the extra- 

. mural departments of universities, the Workers’ 
Educational Association, and the other responsible 
bodies provide local facilities for adult education, 
with special reference to the conditions under which 
these facilities are organized and are aided by grant 
from public funds; and to make recommendations.’ 
Mr Skinner is senior partner in the firm of Jones, 

Crewdson & Youatt, Chartered Accountants, of 

Manchester, and a member of the Court of Governors 

of Manchester University. 


High Shipbuilding Costs 


Several chairmen of large ship-owning companies 
have emphasized in recent months the difficulty of 


~ 
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replacing their fleets while shipbuilding costs are so 
high. The combined effects on building programmes 
of high taxation and high costs have been dealt with 
by the chairmen of such companies as Cunard, 
Peninsular and Oriental and the Orient Line. The 
dangers of high costs were again underlined recently 
by the chairman of Royal Mail Lines. He pointed 
out that increased. charges for ships at present on 
order— and they had already had one such increase 
for a ship on the stocks — could raise their £6 million 
building programme by 20 per cent. 

The occasion of this warning was the latest demand 
for higher wages by the unions in the industry, but 
it points also to another growing and perhaps chronic 
problem for shipbuilders. It may be possible to per- 
suade workers and suppliers that their charges should 
not go higher — or not very much higher. It seems 
exceedingly unlikely that costs are likely to come down 
significantly. How then is the industry to get along 
with its present level of costs if world shipping 
tonnage has to operate at rather less than optimum 
rates? This problem has been screened for several 
years by the tanker building programmes of the large 
oil companies but even these must soon settle down 
to a level of replacement demand. 

Jt looks as though the industry may be forced to 
give increasing attention to the question of rejuvenat- 
ing old ships as well as building new ones. ТЕ it is 
thought that such developments are impracticable, 
attention might be directed to the post-war history of 
the motor-car industry. 


Buoyant Trade with North America 

In May the trade gap was the largest for nearly a year. 
It reached £77 million compared with £69 million 
for April and compared with an average of 254 million 
for the first quarter of the year. Higher imports are the 
main cause of the widening of the gap, for exports 
were slightly down on the very good iue for ће. 
previous month. 

А feature of the export returns is, however, the 
continued high level of exports to North America. 
At [28-2 million the month's performance was over 
£4 million better than the monthly average of the 
first quarter. Indeed, the gradual though small 
expansion in total exports of recent months can now 
be seen to have occurred mainly in North American 
markets. 

А gap of [77 million is, of course, not in itself 
critical, for invisible items and the allowance for c.i.f. 
being a sterling commitment in very many cases, 
could mean that the gap was closed so far as the 
balance of payments position is concerned. But soon 
seasonal factors will begin to operate against this 
country's foreign currency-earning capacity — indeed 
the high level of imports last month may be a herald 
of the coming seasonal change. Now is the time for 
the sterling area's gold and foreign exchange reserves 
to increase against heavy seasonal calls on them in due 
course. Тће additions to reserves during the Spring 


bave not been spectacular. 
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REVIEWS 


Case Commentary on the Income Tax Acts 
by C. E. Garland, Barrister-at-Law 
(Н.М. Stationery Office, London. £1 10s net) 
This entirely new work is meant to be a companion 
volume to Harrison's Digest and Index of Tax Cases, 
the last edition of which was edited by Mr Garland 
himself. The subject-matter of Harrison is arranged 
in alphabetical order, with all the advantages and 
disadvantages that that entails. Faced with a problem 
arising on some specific provision of the Income Тах 
Act, the reader often has difficulty in finding the 
relevant part, or parts, of Harrison. The new volume 
takes the Income Тах Act section by section and gives 
summaries of cases arising on its construction, or 
rather on the construction of its legislative pre- 
decessors. At the same time, the relevant pages of 
Harrison are given. Тће advantages of possessing this 
new work need hardly be stressed. It 1s in loose-leaf 
form and will be kept up to date by supplements. А 
word of warning will not be out of place here. The 
summaries are, as might be expected, excellent, but 
there can be no substitute for reading the full 
judgment and the summaries should be treated only as 
what they are, namely, pointers to the relevant cases. 


Powers and Duties of a Liquidator in a 
Voluntary Winding -Up 
(With Summaries of Procedure) 
by Brian A. W. Holt, Solicitor 
(Jordan & Sons Ltd, London. 12s 6d net) 

In ‘fifty-one pages of text the author gives a brief 
account of the powers and duties of a liquidator in 
a voluntary winding-up and includes some useful 
practical advice. There is a great deal to be said for 
devoting a separate volume of manageable size to 
this subject, to save the harassed liquidator the task of 
thumbing through the large number of pages 
irrelevant to the subject in the larger text-books on 
company law. Two appendices give summaries of 
the procedure in a members’ winding-up and in a 
creditors’ winding-up respectively, which can be read 
through in a matter of moments. The third appendix 
reproduces the relevant winding-up rules, while the 
fourth and fifth appendices reproduce the forms in 
use. Áppendix Five gives a table of offences and 
penalties which is perhaps a little out of alignment. 


SHORTER NOTICES 


` Ам EXPLANATION OF THE Excrss Prcrits Levy b 
Н.А. R. J. Wilson, F.C.A., F.5.4.4., (H.F.L. (Publishers) 
Ltd, London. 8s 64 net) Considering the universally 
unpopular nature of the subject of Mr Wilson's book, 
it is most attractive and readable and will undoubtedly 
be of.very great help in the first assimilation of the 
general nature of the levy. Тћеге aresome useful tables 
and examples.and the book's 111 pages combin 
conciseness with commendable lucidity: : -~ -.- 


Execurorsuie Law AND Accounts, by Charles E. 
Perry, F.C.A., F.&.4.4., and О. Griffiths, M.A., LL.B., 
Barrister-at-Law. Tenth Edition revised by 8. С. 
Hough, a.1.B. (Textbooks Ltd, London. 175 6d net.) 
The provisions of the Intestates Estate Act, 1952, are 
incorporated in the new edition, now availaple, of this 
useful manual for Intermediate students. The text is 
illustrated by sixty practical problems which are 
excellent for pre-examination revision. 


Orrick ADMINISTRATIVE Practices (Office Man- 
agement Association, 8 Hill Street, London, Wir. 
12s 6d). A report compiled, largely in tabular form, 
from the answers given by some 300 firms in all 
parts of the country to a questionnaire covering a 
wide range of subjects, on office staff administration. 
The headings include: training and education; salary, 
policy and payment; promotion, grading, etc.; 
holidays; pensions and superannuation. It comprises 
a valuable source of information on current practice. 


Execrricrry TARF HANDBOOK (Electrical Review 
Publications Ltd, London. 7s 6d net), This hand 
64-page book gives full details of the standard tari 
operated by the various boards in England, Scotland 
and Wales, as well as other information including 
‘definitions of official terms and classifications, and 
tables showing national electricity sales and revenue 
for 1951-52. 


Tue Union Income Tax Acts (Consolidated), : 
1952, compiled by Jos. Lavine, B.coM. (Rand), 
A.C.W.A. (Hortors Ltd, Johannesburg, South Africa.) 
The income-tax legislation in the Union of South 
Africa is contained in the Income Tax Act, 1941, ав 
amended by eleven annual amending Acts up to and 
including 1952. Mr Lavine has produced his own 
consolidation of these enactments, together with a 
historical table of rebates, an appendix on private 
companies, and an index. It is a matter for envy on 
the part of United Kingdom taxpayers that the whole 
of this covers only 118 pages – about the length of 
the 1952 Finance Act. 


RECENT PUBLICATIONS] 


BzLciaN Coast Ношрау Gurpx, 2nd Edition, by C. A. 
Thompson. 56 pp. 6 X 44. 2s 6d net. Belux P^iblications, 
44 Suffolk Road, ilford. Essex. 

Tue Law or WiLLs, 4th Edition, by S. J. Bailey, M.A., 
LL.M. xlix+305 pp. 10X6. 40s net. Sir Isaac Pitman & 
Sons Ltd, London. 

PRINCIPLES AND PRACTICE oF PROFITS INSURANCE, 2nd 
Edition, by W. B. Honour and R. A. Davison, F.P.A.(N.Z.), 
A.I.C.A. Xvi+487 pp. 9X 5$. 63s net. Butterworth & Co 

. (Publishers) Ltd, London. 

-DELEGATION OF SERVICES WITHIN Counties, by J. R 
Sampson, F.I.M.T.A., А.Б.А.А. (County Treasurer, Stafford- 
shire). 168 pp. 81x 54. 25s net. Institute of Municipal 
‘Treasurers and Accountants (Inc.), London. 

A Survey or Uwrr COSTING IN LOCAL GOVERNMENT, by 

., Sydney Yates, A.LM.T.A., А.5.А.А., and R. E. Herbert, 
'"A..M.T.A., D;P.A. 103 рр. 81х54. 205 net. Institute of 

: Municipal Treasurers and Accountants (Inc.), London. 
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FINANCE AND COMMERCE 


"The Treasury’s decision to offer {100 million of 
3 per cent Exchequer Stock, 1960, at par has tempor- 
arily unsettled the gilt-edged market. For some time 
before the announcement of the operation there had 
been persistent talk of a Government loan, but the 
general anticipation had been for a major operation 
combining a funding of short-term borrowing and a 
call on the public investor for new money. 

On the basis of the Exchequer Stock issue, how- 
ever, it seems that the major test for the market will 

.not take place until the autumn, by which time the 
authorities may be able to see their way more clearly. 
Certainly the Exchequer Stock operation would seem 
to indicate that there is no immediate intention of 
easing credit restrictions and interest rate conditions. 

As a whole, stock markets remain quiet with a 
natural tendency among investors to await rather than 
to anticipate events. 


Improved Form 

Colonel Stuart S. Mallinson, chairman of William 
Mallinson & Sons Ltd, makes a point concerning 
the presentation and form of company accounts 
which is worthy of close consideration. ‘Financial 
statements,’ he says, ‘must display information in 
such a way that it can be simply and clearly under- 
stood by all the company’s stockholders as well as 
being in a form appreciated by financial and pro- 
fessional circles’. 

The occasion of Colonel Mallinson’s statement is 
the publication of the 1952 accounts of William 
Mallinson & Sons Ltd. The accounts are drawn in 
a different form from that of previous years, the 
double-sided account being forsaken for the columnar 
form showing “Total stockholders interests’ repre- 
sented by the total of fixed assets, investments, net 
current assets and goodwill, less debenture stock and 
reserve for future taxation. 

Our reprint shows the consolidated portion of the 
accounts and the attendant notes. In the original, 
both the profit and loss account and the consolidated 
balance sheet cover two quarto pages with the com- 
parative figures on a shaded background. The notes 
numbered 1, 2 and 3 which are not shown in our 
reprint, refer to fixed assets, investments and con- 
tingent liabilities of the parent company. The notes 
also cover two quarto pages. 


Aim Achieved 


If our reprint does not cover the same space as the 
actual layout of the accounts it does show the very full 
detail provided. Adoption of the columnar form 
must, if the balance sheet is to have a clean look 
about it, throw a lot of the weight of detail on to 
the notes and separate schedules. Some possibly 
might prefer to see more of the detail in the balance 
sheet. 

Broadly, however, it can be agreed with Colonel 


Mallinson that the aim of combining clarity for stock- 
holders with ‘a form appreciated by financial. and 
professional circles’ has been achieved’ in the com- 
pany’s accounts, as indeed it has been by the great 
majority of public companies today. 

The business of William Mallinson & Sons Ltd is 
of importing and merchanting hardwoods, ply-woods 
and veneers and the manufacture of specialized 
wood products. Although Colonel Mallinson dis- 
cusses the various aspects of the company’s opera- 
tions, there is nowhere in the report a clear and concise 
statement of what the company does and where it 
does it. The provision of this information is an 
improvement which could be made next year. 


On Stony Ground 


‘When our applications for fare increases have been 
heard by the Licensing Authority the local authorities 
who objected have criticized two things only: the 
dividend of 15 per cent on the ordinary stock during 
recent years and the amount set aside for deprecia- 
tion.’ This statement by Sir Ronald Leon, chairman 
of the West Riding Automobile Co Ltd, in his 
annual statement with the company’s accounts, 
shows that some of the seed s»wn in the attempt to 
educate the general public in the function of capital 
has fallen on stony ground. 

Doubtless criticism based on such an obvious mis- 
understanding of the two matters in question was 
quickly and adequately answered at the time. But 
we do not find any direct answer in the company's 
accounts. Reserves are to be capitalized and an issue 
of ordinary shares is to be made, it is true, but surely 
the company would have done well to have stated 
what the increased dividend of то per cent for the 
year represented on capital employed? 

The 1952 depreciation provision incidentally was 
£33,863 less than in 1951 at £139,579 owing to 
reconditioning of a considerable number of older 
vehicles and more economical use of the fleet. ‘A 
further consideration,’ the chairman states, ‘is that 
there are signs that, during the next few years, new 
omnibuses will be less costly than hitherto.’ 


Our Policy and Yours 


Our recent comments on the Yorkshire Insurance 
Company’s booklet simplifying the main features of 
the company’s operations have prompted Mr P. 
Kemp, A.C.I.I., accountant of the United Kingdom 
Provident Institution, to send us a copy of Our 
Policy and Yours, a brochure forwarded this year to 
each of the Institution’s policy-holders with the 
1952 accounts. 

Mr John Benn, chairman of the Institution, 
described the booklet as ‘a contribution to the wider 
understanding of the affairs of a life assurance 
office’. Each page deals with an item in the directors’ 
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report to show the various aspects of the year's 
operations. Apart from the natural emphasis on the 
total of new business -at £7,275,000 — and claims 
paid ~at £2,138,000 – the brochure shows how total 
funds are invested and why large funds are held. 
Ап important point in the information is the 
demonstration of how total gross receipts are earned 
and how they are employed. Of total receipts, 
amounting to £4,822,000 in 1952, 59'1 per cent came 
'from premiums and the balance from interest and 
dividends, On the other side 53-6 per cent of receipts 
was paid out to mernbers, 11:2 per cent was absorbed 
in income-tax and 9:5 per cent in management 
expenses and commission. These outgoings totalled 
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£3,581,000, leaving £1,241,000, or 2577 per cent of 
receipts, added to total funds which now amount 
to over £35 million. 


Money Market 


Applications for Treasury bills on June 12th totalled 
£353,075,000 and by maintaining the bid at 
£99 8s 2d the market obtained 69 per cent of require- 
ments, the whole of the £270 million of bills offered 
being allotted. The average discount rate was 
£2 75 4:26d per cent and this week's offer is main- 
tained at {270 million. Applications were {144 
million higher than the previous week due mainly to 
increased 'outside' demand. 








WILLIAM MALLINSON & SONS LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the year ended December 3186, 1952 





Profit on Trading, after providing for all working expenses  .. 


Add Interest and Dividends Received 
Trade Investments and Loans .. 
Government and Quoted Securities 
Loans and Unquoted Securities 
Loans to Subsidiary Companies not consolidated | 


Dividend from Subsidiary Company not consolidated In respect of the year 1951 


Deduct Provision for Depreciation of Bulldings, Plant and Equlpment 
Auditors’ Remuneration and Expenses .. 
Directors’ Remuneration 
As Directors 
As Executives 


Debenture Interest (Gross) 


Profit for the year before charging Granon ie m .. " 
Deduct Income Tax, 1353/54 s «s xx = 
Profits Tax, 1952 . 
Overseas Taxes 


Profit for the year after charging taxation  .. 
Add Balance of Undistributed Profit from previous year. 
Taxation Adjustments іл respect of prior years 
Provision for Factory Removals, no yankee к 
Profit on Sale of Fixed Assets .. 
Less: Transfer to Capital Reserve . 


Deduct Provision for Pensions 


Ascertalned losses of an overseas subsidiary company (not Consolidated) | 





1951 
Ж 


Е 
288,109 442,804 


15,119 


303,228 


11,268 


454,072 


Noo i. 25556 








67,996 
386,076 








— 228,929 


157,147 


83,659 
83,659 





243218 


353,260 


s e 6 
Transfer to Reserve for possible future losses of overseas SUPPE companies. .. 20900 : — 


Transfer to Debenture Redemptlon Fund 

Transfer to General Reserve e .. 

Transfer to Tax Equalization Reserve 

Expenses of New Issue of Ordinary Stock and Debenture Stock | 


Dividends, less tax 
5j per cent Cumulative First Preference Stock 
54 per cent Cumulative Second Preference Stock 


: 8 
Proposed Dividend of 10 per cent and Bonus of 24 per. cent on Ordinary Stock | 37,813 


Balance of Undistributed Profits carried forward 


61,250 65,379 


53,694 52,353 








114,944 117,732 


£207,546 


£238,316 





The Notes [appended] form part of this Profit and Loss Account. 








NOTES ON CONSOLIDATED PROFIT AND LOSS ACCOUNT 
4, The results of certain subsidiaries ara not given for the reasons stated In Note 10, 


5. Movements on provisions not shown in the Profit and Loss Coane are as follows: 


Provision for Pensions — .. ae 
Provision for Deferred Repairs .. 
Provislon for Special Repairs 


Expenditure £7,722 
Expenditure £5,222 
Expenditure £3,766 


6 Included In the drawings from the Provision for Pensions Is an amount of £5,734, applicable to the Directors of Willlam Mallinson & Sons Led. 
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Capital and st iier 1951 
Share Capital.—Authorized and issued £ £ £ £ £ 
£250,000 5} per cent Cumulative First Preference Stock .. E zs 250,000 250,000 
£300, :000 per cont отита Second Ргејегепсе Stock .. we vis 300,000 300,000 
£550, ,000 Ordinary Stock i ЗА ss M ae Me 550,000 550 
1,100,000 — —— 1,100,000 
Capital Reserves 
Surplus on Sale of Fixed Assets .. es $$ 55 ЈЕ ss ats 92,540 91,180 
Excess Profits Tax Post-war Refunds — .. s es ws a P 4,808 
Debenture Redemption Fund  .. s pa ot 2 v4 ds 5,250 — 
102,598 — 95,988 
Revenue Reserves and Undistributed Profits 
General Reserves... 118,000 118,000 
Reserve for Ibla future losses of Overseas ‘Subsidiary Companies ,000 = 
Preference Dividend Reserve .. M ue RA 20,000 20,000 
Tax Equalization Reserves vs x da sie as 55 10,000 10,000 
Undistributed Profits carried forward 
Holding Company .. ee m 7 .. vs v ei 65,192 46,452 
Subsidiary Companies ai E vi vs = B M 173,124 161,094 
238,31 207,546 
А 436,316 ——— 355,546 
Total Stockholders’ Interests .. s ea 25 ae M s is £1,638,914 £1,551,534 
Represented by 4 | 
Fixed gy as schedule, Note7 .. las 2 Vs tie: ae ae 279,620 225,414 
Investments, as schedule, Note 8 .. La аж qi ne 34 139,736 143,143 
Net Currant Assets 
Current Assets 
Stock and Work in progress, zs valued by the Directors e .. 1,560,285 1,892,378 © 
Trade and other Debtors, less provision for Doubtful Debts 5 620,486 780,340 
Advances to Subsidiary Companies not consolidated — .. 70,463 ,088 
Government Securitles, at Cost (Res Value £l bees vs us 2,000 7,500 
Cash at Bankers and In Hand 2 $ $a B 38,928 30,03! 
E Deduct — 2,292,162 2,745,337 
Current Llabilicies 
Creditors and Accrued Chargos ee ts is Ve 4 we 197,518 288,409 
Bank Overdrafts T <e M И oe "T s 191,467 484,187 
Current Taxation 58 ae EX Ja vs ..  295,06l 339,199 
Provision for Deferred Repalrs s a wis ri КИ 4 11,605 16,827 
Provision for Speclal Repairs aa E EE би m -— 11,234 15,000 
Provision for Pensions aie ae oe ; 19,278 27,000 
Proposed Dividend and Bonus on Ordinary Stock. aj s es 37,813 36,094 
——— 763,976 —— 1,206,716 
———— 1,528,186 1,538,621 
Goodwill (Including the excess of the cost of the Shares in the Subsldlary Com- 
panles Incorporated In this Balance Sheet, over the book values of their net 
tangible assets at dates of acquisition) at Cost, less amounts written off 133,267 133,267 
Deduct 2,080,809 2,040,44 
41 per cent Debenture Stock, 1353/65 (Secured) . ДА er ace 344,500 350,000 
Reserve for future Taxation Sis oe m 97,395 138,911 
——— 441,895 ——— — 488911 
STUART 5. MALLINSON: | Directors. 
А. E. BUSSELL, Secretary. рате TELA 
£1,638,914 £1,551,534 
The Notes [appended] form part of this Consolidated Balance Sheet, — — 
NOTES ON CONSOLIDATED BALANCE SHEET 
7. Fixed Assets 1952 1951 
Net Book Value Aggregate Net Book Value Aggregate 
МИА Сов HERES EON А я Cast Depreciation £ 
Feels | Land and-Bulldings — .. fact eg fa «x 141,178 9,911 131,267 96,849 7,490 89,359 
Leasehold Land and Buildings .. i ps 5 К 25,172 9,334 15,838 24,007 7,799 6,208 
Plant and Other Equipment ai АТ vs uv UT 146,878 44,162 102,716 125,287 33,989 91,298 
Motor Vehlcles — .. T Em En T 55,869 ,070 29, 49,183 20,634 28,549 
£369,097 £89,477 £279,620 £295,326 £69,912 £225,414 
8. Investments 1952. i 
Shares in Subisdiary Companies not consolidated x 92,108 96,668 
ur Investments (Market Value £14,685 — He £15, 168) ae 6,474 6,474 
de Investments and Loans РЁ m 15 32,880 32,880 
Other Investments and Loans ss 8,274 7,121 
£139,736 £143,143 





9. There are contingent lfabilities and guarantees of a normal trading nature and an undertaking to purchase shares in а subsidiary company. A guarantee 
in the sum of £10,000 has been given In respect of remote obligations under x lease. 


10. Subsidiary Companies not Consolidated 


The results of two subsidiary companies are not Included In the consolidated tccounts under review, che results to December 3ist, 1952, noc being 


avaltable, 


The first has pald dividends for each of the five years up to and Including December 3136, 1951. The proportion of the credit balance on the profit 
and loss account at December 31st, 1951, applicable со William Mallinson & Sons Ltd, was £70,445. Income Tax for 1952/53 was fully reserved. . 
The second, which Is situated overseas and became a subsidiary company during the year under review, Is expected to show a small profit, which 


Is not matertal In amount, applicable to William Mallinson & Sons 


The result of a third subsidlary company situated averse: ‘which became a subsidiary In 1951, has not been Included In the consolidated accounts 
under review, because the circumstances which lead to the result are considered by the directors to be of such an exceptional nature that Its 
inclusion tn the consolidated accounts would be misleading. The result shows a loss of which о Is applicable to the Interests of William 
Mallinson & Sons Ltd, which sum has been provided for In the books of William Mallinson & Sons Ltd 


M. Ital Commitments 


> e amount of outstanding contracts for capita] expenditure Is estimated at £2,500, 


- а 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Inflacement’ Accounting 


Sir, – In your leading article entitled “The case for 
counsel’, in your issue of June 13th, 1953, you 
indicate that Professor W. T. Baxter is personally on 
the side of those who think that financial accounts 
should be news rather than history. 

That Professor Baxter is nevertheless (as you also 
add) always mindful both of truth and of tradition, is 
illustrated by the question he asks in his article in 
your issue of June 218, 1947. ‘Is it really possible,’ 
ће asks, ‘for so many cost accountants to have been 
completely wrong and yet to have got away with it 
for so long?" 

He answers: ‘I doubt it.’ 

No doubt the revisionists will be as thankful as the 
traditionalists to have Professor Baxter’s powerful 


support: Yours faithfully, 
B. KENNETH FLETCHER. 
Bromley, Kent. . 


Suggestions for Co-ordination 
Sir, - Have our professional fathers explored the 


possibility of making a start by attempting to protect. 


the name ‘auditor’? If not, I venture to put forward 
the following observations for consideration: 

Auditors already have a measure of protection 
under the Companies Acts. 

The name ‘auditor’ is already well known to the 
public. Many company auditors must be very 
familiar with the term *Mr Auditor' during meetings 
of directors and shareholders, and most accountants 
are aware that many clients (who have never required 
an audit proper) are in the habit of referring to their 
accountants as ‘their auditors’. 

A great deal of company taxation work is left to the 
auditors, and as the very name implies a skill beyond 
accountancy, it is surely even more suitable to 
embrace all kinds of taxation work. : 

‘Auditor’ could be used with or without the 
addition of chartered, incorporated or cértified, and 
a8 it begins with the same letter it would not mean 
any alteration in the established initials. 

There could be, say, a British Council of Auditors, 
who would issue certificates of practice, and once the 
name is protected, auditors should be advised to use 
the word at all times to get the public used to it, and 
to distinguish the profession from the many types of 
accountants still remaining. 

The protection of ‘accountant’ could still be con- 
sidered, but once ‘auditor’ got going it is my guess 
that an auditor would no more want to call himself 
an accountant than, say, an oculist would want to 
call himself an optician. 

This set-up would overcome the objection of the 
qualified municipal accountant with а so-called spare- 
time practice. If he desires to make a definite change, 

‘there would be nothing to prevent him setting up in 


bona fide practice as an accountant, and then apply- 

ing for an auditor’s certificate of practice after 

acquiring experience during a specified number of 
years. 

Although auditors could use ‘chartered’, ‘incor- 
porated’ or ‘certified’, I sincerely hope that they 
would be satisfed with the single word 'auditor'. 
Part of the trouble today is the fact that anyone 
adding х.Ү.2. to his name is regarded as а qualified 
accountant to most members of the public, who 
cannot understand the various differences which are 
regarded as internal professional quibbles. There are 
different degrees in the medical profession, and 

“some people study these before seeking assistance 
(as indeed they could for auditors), but thank good- 
ness the general public’ are not confused with 
chartered, incorporated or certified doctors, solicitors 

"etc. 

There should be no confusion in the company 
world, as an appointed auditor would become a 
company auditor, and an auditor appointed to the 
accountancy staff would still be acting as, and called, 
a company accountant. 

Accountants remaining in practice as such would 
continue to take work, but in course of time I believe 
that it would be 'done' to consult an auditor, and 
that people would only employ an accountant in the 

. same way as they now employ estate agents, banks, 
etc., for accountancy or income-tax work. ` 

There might be difficulty in some quarters, but, 
for instance, social clubs could perhaps describe 
their appointed auditors as scrutineers or examiners, 
and there might be a similar way of describing un- 
qualified internal auditors and any others who 
normally use that name. I am, however, disturbed 
concerning mushroom bodies who use the word 
auditor as part of their title, but that is the price we 
are paying for past obstruction, and the more we 
delay the thicker will the mushrooms grow until 
they become utterly indigestible. Therefore, J 
implore some members of the Institute to resist the 
understandable temptation to keep their heads in 
the magic sands around the enchartered castlel 

From the above it will be seen that I envisage a 
new profession of auditors by qualifications, because, 
for instance, a doctor is no less a doctor when acting 
as an assistant, but the scheme could be modified to 
cover practising accountants only, provided, and 
this is most important, the practising auditors 
adopted the new name absolutely and at all times. 
It may be too much to hope that the three main 

bodies will comment on these humble suggestions, 

but if by any chance they are new, they may prove to 
be of interest to all who feel that something must be 
done without further delay. If there are insuperable 
difficulties in the way of ‘auditor’, is there anything 
in the idea of a new name altogether? I cannot say 
that I fancy any which come to mind, e.g. ‘auditant’, 
‘auditcian’, ‘auditect’, etc., but possibly ‘solicitor’ 


“sounded strange’ at one time. It is also possible’ to 
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remodel ‘accountant’, but personally I would prefer 
to get away from that name as so many types already 
exist, whereas ‘auditor’ suggests something more 
exclusive; it has had a public understanding for many 
years, and it does not need any descriptive and 
confusing addition. 

My name is of no consequence, but as the subject- 
matter of this letter is highly important to all account- 
ants, I should perhaps add that I am a Fellow of the 
Society, and a partner in a long-established provincial 
firm after about thirty-eight years in the profession. 
Therefore, in making these suggestions I have no 
personal axe to grind. 

Yours faithfully, 
A. Т. STREETER. 

Eastbourne. 


‘Replacement Profit is False’ 


Sir, — I have just read most carefully the very verbose 
article in your issue of June 6th, entitled ‘Replacement 
profit is false’. 

As 1 have been studying inflation for several years 
I was interested to read the second paragraph under 
the heading ‘Financing inflation’ on page 673. Your 
correspondent describes the first outlays by business 
men who obtained overdrafts which were exactly 
balanced by the savings of the community. 

Surely the whole essence of inflation lies in the fact 
that overdrafts exceed, and do not equal, savings, and 
banks prosper, not chiefly by lending the com- 
munity's savings, but by creating money in order 
that real wealth may be created. The over-issue of 
bank money is inflation. 

I should be interested to read the reactions of others 
to this article. 

Yours faithfully, 
W. N. WALTER (Mrs). 

Waltham Cross, Herts. 


Sm, - Mr Briscoe, in his article in your issue of 
June 6th, considers income (or production) in a 
collective sense, and states that as changes in money 
values do not affect this collective income thus 
‘replacement profit’ is false. He appears to be aware 
_ that this collective income includes the income of 
bond-holders, wage-earners and pensioned persons 
as well as equity holders, but does not consider the 
inter-relationship between them or realize that each 
group must be considered on its own merits. The 
bond-holder's and the pensioner's income is depleted 
by inflation and one regrets that it is not possible 
under our present monetary system to alleviate this; 
but that the wage-earner rectifies his position may 
easily be seen, even where the adjustment is affected 
by a slight time-lag. 

But what is the equity holder's income? Mr Briscoe 
utilizes the expressions ‘profits’ and ‘income’ as if 
they meant one and the same thing. An elementary 
treatise on accounting will inform him that the 
principle idea of preparing accounts is to compute 
profits and by estimation to attempt to appraise 
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income as closely as possible. Thus it cannot be 
suggested that profits are income being only an 
approximation thereto. While admitting that the 
equity holder in certain businesses benefits from the 
plight of the bond-holder and also from purchasing 
his raw materials at an earlier stage of inflation, con- 
sideration of the business as a continuing concern 
compels the use of the same capital plus ostensible 
profit (the equity holder’s portion of the. wealth pool) 
at a higher monetary plane in the succeeding pro- 
duction. This loss of purchasing power can be com- 
puted with little more approximation than deprecia- 
tion itself and if utilized only for fixed assets and 
stocks will leave the equity holder on a comparable 


. plane to the bond-holder with reference to the balance 


of his working capital. 

The important point is to retain Mr Briscoe's 
wealth pool intact and his statistics assert that there 
has been little change in the level of the pool over the 
past fifteen years, but statistics also suggest there has 
been little change in the equity holders' portion of the 
pool — yet each year the majority of businesses retain 
part of their profits for transfer to reserve. In the last 
few years this ratio of savings to consumption has 
been markedly high and as these ‘savings’ are not 
represented by an increase in the collective wealth of 
the equity holder they would appear to be part of the 
outlay of such businesses. 

If reserves are part of the outlay of businesses, then 
accounting by orthodox methods can be said to have 
failed – possibly replacement profit will reduce this 
margin between profits and incomel 


Yours faithfully, 


L. 5. A. TRUMAN. 
Torquay, Devon. 


Sir, – I am interested to note in his article in your 
issue of June 6th, that Mr Briscoe’ 8 views are 
developing. 

At one time he held the view that during inflation 
the orthodox method of accounting showed a false 
economic profit, but was to be defended on moral 
grounds, whereas he now believes that it shows a true 
economic profit, and requires no other defence 
(second paragraph, page 673; and second paragraph, 
page 675). I cannot follow the logic by which he 
reaches this conclusion, and I doubt whether anyone 
else can. 

The idea, however, that any system of computing 
profits which neglects to provide for replacing worn- 
out machinery produces a true economic profit 
appears to me manifestly absurd, and I am not sur- 
prised to find later in the article that Mr Briscoe finds 
himself at variance with the leading economists of 
the day. 


Ii am, 
Yours faithfully, 
JOHN P. BIBBY. 
Liverpool, 3. 
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Cleaning Business: Control and Costing System 


Sir, - Information is sought by accountants on an 
efficient system of handling customers’ goods by a 
large London firm of cleaners. Collections and 
deliveries are mostly by own vans. The aim is to 
have a record showing the receipt of the order or 
inquiry; the collection by the driver and delivery to 
the factory; the dates of cleaning and dispatch and 
the employees responsible. 

Related to the above will be required suitable 
methods for pricing, costing, invoicing and collection 
of the accounts. At present some accounts are col- 
lected by the drivers and others are paid direct on 
the receipt of a statement. The object is, of course, 
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the tracing without difficulty of the customers’ goods 
at any time to avoid loss, and the limiting of cash 
misappropriations. Commission is paid to employees 
engaged on obtaining business and ideas are wanted 
on the best method of calculating and prompt pay- 
ment with a minimum of office work. 

The assistance of experienced practitioners either 
with this trade or similar, such as milkmen, laundry- 
men, and insurance agents, on all or any of the 
problems outlined, will be appreciated, or references 
to any source of information which would be helpful. 


Yours faithfully, 
SHAWFORD. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
MEETING OF THE COUNCIL 


At a meeting of the Council, held on Wednesday, June roth, 
1953, at the Hall of the Institute, Moorgate Place, London, 
EC2, there were present: 

Mr T. B. Robson, M.B.E., President, in the chair; Mr J. Blakey, 

Vice-President; Messrs H. Garton "Ash, O.B.E, M.C, W. 
Barrows, Sir Harold Barton, Mr T. A. Hamilton Baynes, si 
Bernhard Binder, Mesara С. W. Boyce, c.B.z., W. G. Campbell, 
P. F. Carpenter, W. S. Carrington, D. A. Clarke, J. Clayton, 
5. W. Cornwell, E. С. Corton, А. a Dicker, M.B.E., 
Fea, С. Е. Freeman, P. F. Granger, D . V. House, Sir Harold 
Howitt, G.B.E., D.S.0., M.C., Messrs W. Н. Lawson, C.B.E., K. A, E. 
Moore, S.J. Pears, 2 P.M, "Rees, M.C., G. Е. Saunders, Gi D. 
Shepherd, M.B.E., Ea G. Shuttleworth, B. Smallpeice, C. M. 
Strachan, о.В.в., E. D. Taylor, С. L. C. Touche, E. Gordon 
‘Turner, M.C., A.D. Walker, Т. Walton, Sir Nicholas Waterhouse, 
K.B.E., Messrs E. F. G. Whinney, R. P. Winter, M.c., with the 
Secretary and Assistant Secretaries. 


Election of President and Vice-President 


Mr James Blakey, r.c.A. (Litton, Pownall, Blakey & Higson), 
Manchester, was elected President, and Mr Donald Victor 
House, F.C.4. (Harmood Banner, Lewis & Mounsey), 
London, was elected Vice-President for the ensuing year. 

Mr G, R. Freeman: It gives me much pleasure to have 
the joyful privilege of nominating as our President for 
the ensuing year our Vice-President, Mr James Blakey. 
(Applause.) For ten years past on these occasions many of 

ou have listened with patience and forbearance to me when 

have had to propose a similar resolution. On all of these 
occasions it has been a great pleasure to me because I have 
known that each man I have nominated has been an out- 
standing member of this Council and would uphold the 
prestige of the Institute and the profession generally. ‘That 
has happened in each case and I am quite satisfied that in 
the present instance we shall know we have been right in our 
choice in a year's time. 

Mr Blakey has already shown his worth to this Council — 
to give one example his visit to Canada at rather short notice 
last autumn, where he represented the Institute in the 
deliberations of the Canadian Institute of Chartered 
Accountants. With Mrs Blakey, who is an accomplished 
and most genial person, I am sure he will again enhance 


the prestige of this Institute in all he has to do. What he 


has to do 18 ап enormous job of work for anybody and for a 
provincial man the work is probably far greater. But Mr 
Boyce, our President two years ago from Yorkshire, showed 
what could be done by a provincial President and I am sure 
а Lancashire man will nor allow himself to be outdone! 

I have very great pleasure in proposing Mr James Blakey 


as President of the Council and of the Institute for the 
ensuing year. (Applause.) 

Mr A. D. Warxzg: Mr President and gentlemen, I expect 
all of you must have read those famous words, “They praised 
him to his face with their courtly Spanish grace’, that is what 
I am going to try to do now. I find it very difficult because 
although I have been called many things in my life, I have 
never been called graceful, neither am I a Spaniard. 

I would like to second this proposition because Mr 
Blakey in Spanish could be described as simpatico, those 
who know the Spanish language know that that means that 
I second Mr Blakey as the President for the ensuing year 
because he is a jolly good fellow. (Applause.) 

The resolution was carried unanimously and Mr Robson 
then invested Mr Blakey with the presidential badge. He 
said: I hand you this badge and welcome you to your new 
office. 

(Mr Blakey then took the presidential chair.) 

Mr T. Watton: I would, if I may, like to say, from. Mr 
Blakey's home town, what pleasure we have in hearing of 
this great honour which has been conferred upon a man 
who was my young friend a long time ago and has now 
matured and deserves the honour which you have conferred 
upon him today. I would like you to know what Manchester 
feels in regard to this election, and if I may I would add my 
most fervent wishes for health throughout your year and 
every joy. (Applause.) 

Tue РЕЕБРЕМТ (Mr Blakey): Mr Freeman, Mr Walker, 
Mr Walton and members of the Council, I thank you for 
electing me as President of the Institute and I am very 
conscious of the great honour you have conferred upon me 
and of the responsibility I have to maintain its high tradi- 
tions and the example set by my predecessors. 

'Those members of the Council who have occupied this 
presidential chair will no doubt appreciate and sympathize 
with the many conflicting emotions that I am experiencing 
at the present moment. 

'The year 1953 will be remembered as one of dedication 
to duty as exemplified by the Coronation which took place 
last week and in all humility I do dedicate myself as b as 
lies in my power to serve the Institute. (Applause.) 

I trust I am aware of my own limitations but I can offer 
hard work and loyalty to the Institute in general and to the 
Council in particular. From the former I have derived great 

leasure in practising my profession, and from the latter I 
have received over the last sixteen years the greatest friend- 
liness and consideration from its members. 

I believe that І am the thirteenth provincial member to 
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become President and the second from the Manchester 
District Society – the committee of which I joined in 1921, 
and who nominated me to the Council in 1937. I acknow- 
ledge my indebtedness to the Manchester Society and trust 
that their confidence will not have been misplaced. 

J have a strenuous year before me but I am fortunate in 
having my wife's whole-hearted co-operation when necessary 
to attend certain functions and my partners have assured me 
of their help and assistance to relieve me as far as possible. 

I would like to pay a personal tribute to my predecessor — 
Mr Thomas Robson, for his unfailing kindness and help 
during my year of office as Vice-President — I could not 
have wished for a better guide and friend. I shall find it hard 
to follow him but his example cannot but stimulate me. 

I know that the staff of the Institute, under the leadership 
of Mr Alan Maclver, will give me their loyal support and 
assistance to keep me on the proper course. 

I was singular rh fortunate to be allowed last year to visit 
Canada on Behalf of the Institute; an unforgettable experi- 
ence which must necessarily have enlarged my outlook. 

" Members of the Council — with your continued support 
and friendliness I trust that my year of office will end with 
the firm conviction that your choice has been justified. 

I conclude with that well-known quotation, ' "Tis not in 
mortals to command success, But we'll do more, . 
we'll deserve it’, I, in this proud moment of my life, thank 
you all sincerely. (Applause.) 

Sir NiCHOLAS WATERHOUSE: Mr President and gentlemen, 
I am very pleased tbat it has fallen to me on this occasion to 
propose the candidate for election as Vice-President of the 
Institute for the coming year. The Past Presidents have 
gone very carefully into this matter and they feel that the 
office should again be filled by a London man. Their choice 
fell on one whose name I am quite sure will commend itself 
and be acclaimed by all of us, his friends here, our worthy 
colleague, Mr Donald Victor House. (Applause.) 

Mr House and his work for the Council and profession in 
generalis so well known to us all that there is no need for 
me to dilate on it, but I think it is usual on these occasions 
for the proposer to give a short summary of the candidate's 
activities and qualifications. . 

In spite of his. pus appearance, Mr House, like my- 
self, was born in the Victorian era and also like myself he 
distinguished himself immensely by passing both his Inter- 
mediate and Final examinations at the first attempt. He was 
admitted an associate in 1922, elected to fellowship in 1929, 
and elected a member of Council in 1942. He is a member 
of the following committees: Examination (chairman from 
1948—52); Investigation (chairman since 1952); chairman of 
the Summer Course; chairman of the P. D. Leake Commit- 
tee; a member of the General Purposes, the War Bye-law 
Sub-committee, the Joint Standing S Committee of the 
Universities and the Accountancy Profession, and he has 
previously served on the Applications, Planning and Library 

ittees. He is a moderator and a past examiner. Going 
outside the Council, he is a past-chairman of the London 
and District Society, and secretary of the Chartered 
Accountants’ Golfing Society for almost twenty years. Over 
and above all these activities and tions, there is his 
own personality which I think so admirably fits him for the 
additional responsibilities that he will be undertaking. In 
this Council chamber and in committees he has shown 
himself to be very clear-headed and at the same time 
tolerant of the views of others. Moreover, he is most forth- 
right and lucid in the way he expresses his opinions and he 
always manages to do so in a very charming manner. 

With all these qualificatidns I feel he is just the man we 
want and I therefore have the very greatest pleasure and 
greatest confidence in proposing this resolution. (Applause.) 

` Mr E. Duncan Tayor: It is a great pleasure to me to 
second the resolution which has been moved by Sir Nicholas 
Waterhouse and to associate myself with all that he has had 
to gay with regard to the qualifications of Mr House to 
occupy the. office of Vice-President of our Institute. 

As this is the first occasion on which a back-bencher has 
been invited to second a resolution of this kind, I should 
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like to express the appreciation which we all feel of the care 
and the sound judgment with which our Past Presidents 
year by year discharge the traditional duty which falls on 
them of nominating a president and a vice-president for the 
ensuing year. I have met every one who has occupied these 
offices during the past thirty years and without exception 
they have been men who have devoted themselves whole- 
heartedly to the interests of the Institute and its members. 
‘The nominees on this occasion are no exception to the rule. 
In putting forward the name of Mr Donald Victor House as 
Vice-President for the ensuing year our Past Presidents 
have chosen one who, young in years and in spirit, has a 
record of service of which men ten years his senior might 
well be proud. In addition to the long list of activities to 
which Str Nicholas referred, it has been my experience that 
Mr House never says ‘No’ if he can possibly say ‘Yes’, when 
he is invited to give help to any of the district societies or 
Student associations. His work for the Institute has shown 
that he has those qualities of leadership which are so im- 
portant in all professions. He has the courage to say and do 
what he believes to be right, the ability to face and over- 
come difficulties and the willingness to sacrifice his own 
comfort and leisure for the benefit of the Institute, I am 
sure that his election as Vice-President will be: welcomed 
not only by the unanimous vote of the Council but by the 
whole body of members of our Institute throughout the 
country. Í am very glad to have had the privilege of second- 
ing the resolution for his appointment as Vice-President. 
(Applause.) 

The resolution was carried unanimously and Mr House 
was then invested with the Vice-President's badge of office, 
and took his seat by the President. 


Mr Hous, in acknowledgment, said: Mr President and . 
gentlemen, I thank you most warmly for the honour which 
you have done me today; especially do 1 thank Sir Nicholas 
Waterhouse and Mr Duncan Taylor for the all too kind 
terms in which they have submitted my nomination. Their . 
words and the generous way in which you have received 
the resolution will give me encouragement when I dare to 
think of what lies ahead. . 

Mr President, 1 am particularly happy to have the 
privilege of serving under you, for it is only just over a year 
ago that we occupied similar relative positions on the 
Investigation Committee. 

Having been born and trained in Liverpool, I am not 
unaware of a town called Manchester. In those days it used 
to be said that what Manchester thinks today London thinks 
tomorrow. Despite having spent the last thirty years in 
London I am hoping that my Liverpool background will 
enable me to anticipate your requirements rather than 
follow what was said to be the London habit of those days. 

Gentlemen, I humbly accept and sincerely appreciate the 
opportunity you have given to me to continue to put some- 
thing back not only into the Institute but also into the pro- 
fession, to both of which I owe so much. I will do so to the 
best of my ability and во attempt to justify the trust which 
you have placed in me. I thank you again. (Applause.) 


Mr T. A. HAMILTON Baynes: I am proposing a vote of 
thanks to our retiring President, Mr Robson. We are up- 
setting all precedents today because the back-benchers who 
live in the more distant realms of the universe are doing 
unusual things. We are quite used to receiving instruction, 
we are moved from committee to committee, we do it with 
due humility, and it is a real pleasure to get a slightly 
different slant on the work of the President. Mr Touche. 
and myself have been given this mission today. It must be 
one of the most intimidating prospects for a relatively young 
man to receive this crowning office of President. He knows 
from the moment he is elected that he speaks for 17,000 
chartered accountants, that is to say, everyone will assume 
he is, and he therefore realizes that he cannot just speak 
casually. It ig something which Mr Robson i is so good at, 
we know in this Council chamber that he is an artist in 
words and it is for that reason that we had no hesitation in 
approving the suggestion that he should be Président. 
Normally a president has two dr thrée months to get ready 
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for what one might call the winter campaign, but he was 
plunged at once into the limelight of the International 
Congress and almost before he had time to have a holiday 
he was acting as a charming host at Oxford to many un- 
invited guests at his sherry parties. We heard of him giving 
lectures to crowded audiences in Texas! From there he 
began his winter campaign, and what a royal progress that 
was. Fourteen district societies, he has done his best to go 
to all of them, and that, of course, is the opportunity which 
a President has to meet the rank and file, and not only the 
rank and file, because our clients come to our dinners, so 
that he has a very much wider audience. How well he has 
accomplished the task. 

There is another side to it which endears the President 
to us, and that is the human side. Twice a year we have that 
embarrassed row of yo men who come to receive their 
honours. It is not the zold 
the man, the human understanding of those words of 
encouragement and kindliness to those young men with 
their future before them. 

We want to thank him for his kindness as a man as 


‘distinct from President, 


Gentlemen, it is a great pleasure to express all these 
things in one simple vote of thanks which I will ask Mr 
Touche to second. (Applause.)  ' 


Mr С.І. C. Тоосне: Mr President and gentlemen, It is 
customary on these occasions to say that the retiring 
President has worthily maintained the high level set by his 
predecessors in office. In the case of Thomas Robson I feel 
that would be inadequate praise; he has not merely main- 
tained what I have heard called ‘a dead level of excellence’ 
such as we have become accustomed to expect from our 
presidents, but he has joined the band of outstanding 
presidents of whom we are fortunate in having a number 
still with us. 

We all know him as a master of felicitous expression and 
the reconciling formula, but he also combines considerable 
firmness with a grace .of manner which is somewhat 
deceptive. I doubt if many of my colleagues realize the 
discipline that has been imposed upon them during the 
past year. 

Only past presidents know the burden which the President 
carries and we must not allow ourselves to be deceived as 
to the weight of that burden by the unruffled manner in 
which it has just been carried. I am honoured, sir, to be 
allowed to second the resolution which expresses our 
gratitude for a hard deed, finely done. (Applause.) 

Mr Еовзом, in response, said: Mr President, a year ago 
I was making in this place my first speech as President of 
the Institute and had what seemed a long p e of 
twelve months’ activities ahead of me. Today s that speech 
seems to have been made only yesterday and yet [miris Iam 
rejoicing with you all that Mr Blakey has accepted our offer 
of the presidency for 1953-54. and faces what I know will 
be a happy, if strenuous, time for him, and a successful year 
for the Institute. 

As Vice-President he helped me nobly; a8 President he 
will have the valuable assistance of another happy choice in 
his successor in the Vice-Presidency, Mr House. I wish 
them both well in the year that is before them. 

For my own part, as I stand here to return thanks for the 
resolution which you have just passed, my emotions are 
mixed and I cannot pause to analyse them. I have had a 
wonderful experience as your President; of course it has 
been a busy, intensely busy year, but it has been also a year 
of happy recollections. Perhaps the happiest of these is of 
the surpassing kindness which has surrounded and sup- 
ported me in every activity on which I have embarked and 
in every centre to which my duties have taken me. That 
kindness is well exemplified by the words used by the 
mover and seconder of the resolution to which this is my 
reply. I am greatly indebted to Mr Hamilton Baynes and 
Mr Touche for their erous words; and to you all, not 
only for the support which you gave to their proposal, but 
also for the great tolerance-and consideration which you 
have invariably displayed during the past year. 
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Few of you can have any real idea of what your support 
means to one who has to face the varied activities which 
fall to the lot of a President of the Institute. I am going to 
mention a few of those activities, not to blow the presidential 
trumpet, but to show how intolerable would be the life of 
any president who did not have all that you invariably give 
in sympathy and encouragement to the occupant of the 
presidential chair. 

The President has to try on some occasions to speak for 
the profession as a whole, on others to remember that the 
interests of our own Institute's members need to be repre- 
sented. He has to try to obtain public recognition of our 
contribution to the common good, to speak forthrightly and 
fearlessly on matters upon which members of the Institute 
and its Council have a special competence to speak and to 
maintain silence on matters in rd to which members of 
the Institute are no better able other citizens to form 
an opinion. He has to expound Institute policy and exhort 
its members to seek always the best in profeasional standards 
and in service for others. He has to attend a host of com- 
mittee and other meetings, be present and speak at dinners, 
visit the district societies, make speeches at home or over- 
seas, and give addresses to students up and down the 
country. And that is not all, for he has occasionally to be 
seen in his own office and to deal with his own clients’ 
affairs. These and the numberless other tasks that are a 
normal part of the President’s functions would be impossible 
of performance without the kindness and help which you 
give in such generous measure. 

In my case performance would certainly also not have 
been possible without the affection and co-operation which 
I have-enjoyed at home. I cannot thank my wife too much 
for all she has done and put up with. It would not have been 
possible without the sacrifices made by my partners and 
the staff of my firm in assuming burdens which normally 
"тезе upon my shoulders. It wouid not have been possible 
without the encouragement and advice of all those whom 
I tried to thank in my address at the annual meeting of the 
Institute, including, among others, the Past Presidents, the 
Vice-President who is now ur President, the Presidents 
of the district societies, and lei but by no means least, Mr 
Maclver, the Assistant Secretaries, and the other officers 
and staff of the Institute. I do not want to indulge in repe- 
an but must say how warm are the thanks I give to them 


ТЕ I have served the Institute to your satisfaction I am 
greatly privileged to have done so and I shall treasure in the 
storehouse of my memories the recollection of one of the 
happiest and most momentous years of my life. I am proud 
to have been your President and am most grateful to yua al 
for having given me the opportunity to occu; 
office which I have now passed on to the ir d ras e han 
my successor. (Applause.) 


Appointments to Committees 


The following committees were appointed for the year 
1953—54- 
President ex officio member of all Committees other than 
the Disciplinary and Investigation Committees. 
Vice-President ex officio member of all Committees other than 
Disciplinary, i E and P. D. Leake Committees. 


lications 
D. A, Clarke, A Cyr, B, C. Corton, W. W. Fea, 


C. W. Boyce. 

Sir S H Gilles -Jones, С. U. Peat, L. W. Robson, 

С.Е. 5 aunders, Ра a S uttleworth, Ca! L. C. Touche, E. F. G 
ey, R. P. Winter. 


= L. Eee rud M. parton, n, Sir D. H. Binder, UE 

F. ter, А. icker, Sir ett, 
G. Em dus G. D. а C. Hy Strachan, А, D. Walker, 
Sir N. E. Waterhouse. 


District Societies 
S. W. Cornwell, € C. Corton, А. S. H. Dicker, P. F. aie Je 
Р. Morgan-Jones, С i p^ Peat, L. W. Robson, G. D. Shepherd, 
К. С. Shuttleworth М. Strachan, E. D. Taylor, А. D. 
Walker, 'T. Walton, Si N. E. Waterhouse, R. P. Winter. 
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: Examination 
W. L. Barrows, T. A. Н. Baynes, W. С. Campbell, P. F, Carpen- 
ter, D. A. Clarke, А. S. Н. Dicker, D. V. House, W. Н. Lawson, 
P. M. Rees, B. Smallpeice, E. С. Turner, А. D. Walker. 
А Finance 

D. A. Clarke, J. Clayton, E. С. Corton, A. S. Н. Dicker, У. У. 
Fea, Sir 5. Н. Gillett, J. S. Mackenzie, К. А, E. Moore, L. У. 
Robson, К. С. Shuttleworth, E. D. Taylor, G. L. C. Touche, 
E. G. Turner, A. D. Walker, E. Е. G. inney. 


General Purposes 
H. G. Ash, W. L. Barrows, Sir H. M. Barton, C. W. Boyce, 
W. S. Carrington, S. W. Cornwell, D. V. House, Sir H. G. 
Howitt, Sir К. Kettle, К. А. E. Moore, С. О. Peat, P. M. Rees, 
Т. B. Robson, С. D. Shepherd, C. M. Strachan, Т. Walton. 


Investigation 
Н. С. Ash, C. W. Boyce, О. К. Freeman, P. Е. Granger, Sir 
R. Kettle, 5. J. Pears, P. M. Rees, E. D. Taylor. 


Library 
T. A. H. Baynes, P. F. Carpenter, J. Clayton, W. W. Fea, J. S. 
Mackenzie, P. Morgan-Jones, К. б. Shuttleworth, A. D. Walker, 
E. F. С. Whinney, R. P. Winter. 


Parliamentary and Law 
Sir B. H. Binder, W. С. Campbell, W. 5. Carrington, P. F. 
Granger, Sir H. G. Howitt, Sir R Kettle, W. H. Lawson, 5. J. 
Pears, Т. B. Robson, С. F. Saunders, B. Smallpeice, C. M. 
Strachan, G. L. С. Touche, 


P. D. Leake 
W. L. Barrows, W. G. Campbell, D. V. House, Sir R. Kettle. 


'Taxation and Research Committee 


The following members were nominated by the Council to 
serve on the Taxation and Research Committee for the year 
commencing October 1st, 1953. 

Мевага P. Е. Carpenter, D. A. Clarke, A. R. English, W. S. 
Hayes, G. L. C. Touche, E. F. G. Whinney. 


Approved Auditors 
. RULES or FRIENDLY SOCIETIES 


The Council authorized the publication of the following 
statement: 

“Ап inquiry has been received from the Registrar of Friendly 
Societies regarding a Friendly Society whose rules contain 
detailed г ations as to the manner in which the audit is 
to be carried out. The member of the Institute acting 88 
auditor of this Friendly Society qualified his report by stating 
that he had not complied fully with the duties required of an 
auditor under the rules of the Friendly Society. With the 
agreement of the auditor and the Friendly Society the Registrar 
has inquired whether the requirements of the rules of the 
Society go beyond normal auditing practice. . | 

“The Registrar has been informed that the Council considers 
that, where an audit is to be carried out by a qualified profes 
sional auditor, it is inappropriate that the rules of a Society 
should include regulations as to the manner in which the audit 
is to be carried out. The detailed work to be done by an 
auditor must always be a matter for the auditor to decide after 
he has examined all relevant facts including the book-keeping 
system and method of internal check in operation. he 
responsibility accepted by the auditor is indicated by the terms 
of the report given by him; and if in any particular case it 
should be alleged that, through the auditor having failed to 
fulfil his responsibility, the Society has suffered а loss, it would 
be for the auditor to show that the work done by him was 
sufficient in scope and nature and was done with sufficient 
skill to support the terms of the report given by him. 

"The Registrar has also been informed that although each 
case must be considered on its merits, the requirements of the 
rules of the Friendly Society in question appear to go beyond 
normal auditing practice, particularly one of the rules which 
implies that the auditor must communicate with every bor- 
rower and another rule which requires the auditor to com- 
municate with every member.’ 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from the 
Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 


Two applications under bye-law 61 for a reduction in the 
period of service under articles were acceded to. 
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Exemption from the Intermediate Examination 


‘Two applications under bye-law 85 (b) for exemption from 
the Intermediate examination were acceded to. 


Articled Clerks engaging in Other Businesses 
Three applications under bye-law 57 from articled clerks 
to engage in other businesses during their service under 
articles were acceded to. : 


Articled Clerk Practising whilst serving under 
Articles 
One application under bye-law 57 from an articled clerk for 
permission to practise while serving under articles was 
acceded to. 


Articled Clerks in Industrial Organizations 
Three applications under bye-law 58 (c) from articled clerks 
to serve a part of their articles in an industrial organization 
were acceded to 


Annual Meeting of Representatives of District 
Societies and of the Council 


'The Council decided that the annual meeting in 1953 of 
representatives of district societies and of the Council should 
be held at 11 a.m. on Tuesday, November roth, 1953. 


Change of Name 


Authority was given for the following change of name to be 
made in the Institute records: 
David Harry Sprung to David Harris Sprung. 


Resignation from the Council 
The resignation of Mr Harold Burgess Thomas Wilde, 
Birmingham, of his membership of the Council was 
accepted with very much regret. Mr Wilde had been a 
member of the Council since 1938 and was a member of 
the District Societies, Finance and Library Committees. 


Institute of Chartered Accountants in Australia 


'The Secretary reported that the following cable had been 
sent to the Institute of Chartered Accountants in Australia 
on the occasion of the twenty-fifth anniversary of the grant- 
ing of their Royal Charter: 
‘President and Council Institute Chartered Accountants 
England and Wales send warmest congratulations and best 
wishes on occasion twenty-fifth anniversary of grant of Royal 


Charter.' 
Certificates of Practice etc. 


It was resolved: 

(1) That certificates of practice be issued to the following 
twenty-nine associates who have commenced to practise: 
Browning, David George; 1951, A.C.A.; (Bolton, Bullivant & 

Co), 6 Friar Lane, Leicester. 

Cull, William Charles; 1952, A.C.A.; (Roberts, Marsden & 

Co), 17 Carlton Crescent, Southampton, and at Lymington. 
Dixon, John Ernest 1953, A.C.A.; 29 Leinster Terrace, London, 

2 


Dunford, John Brian; 1952, A.C.A.: (William H. Hutchinson 8 
Dunford), Commercial Union Buildings, 47 Pilgrim Street, 
Newcastle upon Tyne, 1. 

Elford, Frederick Wallace; 1953, A.C.A.; (Samuel Lane & Co), 
21 East Street, Bromley, Kent. 

Fenton, Lawrence Stanley; 1952, A.C.A; 145 Geary Road, 
Dollis Hill, London, NWiro. 


* Forster, Colin; 1952, A.C.A.; (John Stanafield, Westmore & Co), 


Central! Buildings, 41 North John Street, Liverpool, 2, and at 
Colne and Nelson. 
Gibb, Robert; 1947, A.C.A.; (K. Ivor Morgan & Co), Druslyn 
House, De l.a Beche Street, Swansea, and at Pontardulais. 
Gruber, Harold; 1953, A.C.A.; 91 Nevile Road, Kersal, Salford, 


7. | 
Hounsfield, Peter Gerald, т.р.; 1946, А.С.А.; (*Gundry, Cole 
& Co), 3 Great Winchester Street, London, ЕСа. 

Jayson, Joseph Henry, 8.sc.; 1953, A.C.A.; (Jayson, Arnold & 
FowelD, 34 South Molton Street, London, Wr. : 
Jones, Donald Philip; 1944, A.C.A.; (Cowcher, Whitaker & Co), 

1 Whitfield Street, Gloucester, | 
Leeson, Peter John: 1951, A.C.A.; 62 Hallmead Road, Sutton. 
Surrey. ; 





• placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 
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Levy, Gerald Alexander; 1953, A.C.A.; (G. А. Levy & Co), 
31 Elers Road, West Ealing, London, Wis. id ) 


, Masters, William Frederick, M.B.E; 1952, A.C.A; (*Whinney, 


Smith & Whinney), 4B Frederick’s Plece, Old Jewry, London, 
ЕСа, and at Blackpool, Leeds and Manchester. 

Mullens, Peter Arthur Glanville, M.4.; 1951, А.С.А.; (*Mullens 
& Robinson), 73 Station Road, Port Talbot, Glamorgan. 

Nathan, Michael Ronald; 1951, A.C.A; (Howard, Howes & 
Co), Norfolk House, Norfolk Street, London, WCa. 

Needleman, Reginald Arthur; 1953, A.C.A.; (R. Needleman & 
Co), 39 bridge Court, Amhurst Park, London, N16. 

Newman, Peter Howard; 1953, A.C.A.; 408 Strand, London, 

a. 
Nightingale, Roy George; 1952, A.C.A.; 8 Vicarage Avenue, 
gham, Surrey. 


' Paul Ivan Bernard; 1953, А.С.А.; 21 Chessington Court; 


Finchley, London, N3. 
Pinsker, Harry; 1953, A.C.A.; 124 Brondesbury Park, Willesden 
© Green, London, NW. 
, Prescott, Colin; 1959, A.C.A; (*Knowles, Herring & Co), 
' 4 Chapel Walkes, Manchester, 2. 
Prince, ichael John; 1953, A.C.A.; (Prince, Croft & Ball), 


1. 96-98 Holdenhurst Road, Bournemouth, and at Brentford. 


Robinson, Norman Victor; 1949, A.C.A.; (*C. R. Foot, Fox & 

Eo The Manor House, 162 Above Bar, Southampton, and at 
оноп. ' 

Suffell, William; 1951, A.C.A.; (Rigby, Suffell & Co), 55 Market 
Street, Manchester, 1. 

Thompson, Stanley Álbert; 1951, A.C.A.; (Boak & Thompson), 
3 Avenue Road, Bishop’s Stortford, Hertfordshire. 

Wilkes, Richard Geoffrey; 1952, A.C.A.; (Bolton, Bullivant & 
Co), 6 Friar Lane, Leicester. 
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Wilson, John Barrington; 1952, A.C.A.; ‘Hilltop’, Plough Hill, 
Cuffley, Hertfordshire. 


(2) That fifteen associates be elected to fellowship under 
clause 6 of the supplemental Charter (bye-law 31). 

(3) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye-law 31). 

(4) That one applicant be admitted as an associate under 
clause 5 of the supplemental Charter (bye-law 31). 

A list of those who complete their fellowship ог member- 
ship before June 23rd will appear in The Accountant of 
June 27th, 1953. 


Registration of Articles Њ 


‘The Secretary reported that sixty-one articles of clerkship 
were registered during the month of May 1953 as compared 
with sixty-eight in the previous May. 


Deaths of Members 


The Council received with regret the Secretary’s report of 
the deaths of the following members: 


Mr Cecil Herbert Barham, F.c.a., London. 

» John Henry Bull, a.c.a., Altrincham. 

» john Louis Kirby, a.c.a., Leeda. 

» George Little, F.C.4., London. 

» Harold Lingham Marsh, r.c.4., Rhos-on-Sea. 
» Hervey Morris, A.C.A., London. 

» Owen Philip Brunel Warner, A.C.A., Hove. 

» Edmund Granville White, F.c.a,, London. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 

: | hearings held on May 5th, 1953. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Arthur 
Spencer Howell, T.D., an associate of the Institute 
of Chartered Accountants in England and Wales, was 
in the month of March 1953, at Manchester Assizes, 
convicted of certain felonies and misdemeanours, 
namely, larceny, falsification of accounts, forgery and 
fraudulent conversion, so as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against Arthur Spencer Howell, T.D., 
А.С.А., had been proved and the Committee ordered 
that Arthur Spencer Howell, T.D., A.C.A., be excluded 
from membership of the Institute. 


А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Edwin 
Messingham Shepherd, M.A., an associate of the 


Institute of Chartered Accountants in England and: 


Wales, had been guilty of acts or defaults discredit- 
able to a member of the Institute within the meaning 
of clause 21, sub-clause (3) of the supplemental 
Royal Charter, in that (a) in his capacity as secretary 
of a limited company he failed despite repeated 
requests to supply certain accounts and records of 
the company to another member of the Institute who 
had been appointed by shareholders of that company 
to conduct an investigation into the company's 


affairs; (5) he failed and neglected to acknowledge 
five letters from the secretary of the Institute, so as 
to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint against Edwin 
Messingham Shepherd, M.A., A.C.A., had been proved 
under both headings and the Committee ordered 
that Edwin Messingham Shepherd, M.A., A.C.A., of 
49 Upfield, Croydon, Surrey, be suspended from 
membership of the Institute for a period of nine 
months. 


А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a member 
of the Institute had been guilty of an act or default 
discreditable to a member within the meaning of 
clause 21, sub-clause (3) of the supplemental Royal 
Charter in that during or shortly after his employ- 
ment by an accountant he endeavoured to induce 
clients of that accountant to transfer to him their 
accountancy work, so as to render himself liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against the member had been proved and 
ordered that the member be reprimanded, but the 
Committee considered that there existed special 
circumstances which justified the omission of his 
name from the publication of the Finding and 


Decision. 
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INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


_SIXTY-EIGHTH ANNUAL CONFERENCE 


The sixty-eighth annual conference of the Institute of 
Municipal Treasurers and Accountants, attended by 
some 1,250 delegates from local and public authorities 
throughout the country, commenced at The Spa, 
Scarborough, last Wednesday, June 17th, and ended 
yesterday. The conference was preceded on Tuesday 
evening by a reception and dance at the invitation of 
the President, Mr С. Н. Pollard, о.в.к., F.LM.T.A., 
Р.8.А.А., and the Council of the Institute. 

After an official welcome by the Mayor of Scar- 
borough on Wednesday morning, the conference 
opened with the presidential address of Mr Pollard, 
which is discussed in a leading article in this issue. 
Consideration of Part A of the annual report of the 
Council followed, then the prizes awarded on the 
results of the 1952 examinations were presented. 

The sixty-eighth annual general meeting of members 
was held in the afternoon, and the annual dinner and 
dance took place at The Grand Hotel in the evening. 


REPORT OF THE COUNCIL FOR 1952-53 


We give below extracts from Part A and Part B of the 
report of the Council for 1952-53. 


Legislation 
There has been no new legislation of importance 
during the year under review which has affected local 
government finance or required the detailed considera- 
tion of the Institute. The usual volume of administra- 
tive problems has arisen, however, which have in many 
cases called for consultation with appropriate govern- 
ment departments and the Institute Council acknow- 
ledges the readiness of the officers of those departments 
to give all information and assistance within their 
power. xd 
.Revaluation 


In the last report mention was made of an announce- 
ment by the Minister of Housing and Local Govern- 
ment that there would be legislation to postpone the 
revaluation of hereditaments for rating purposes 
provided for in the Local Government Act, 1948. This 
legislation was duly introduced, providing for a post- 
ponement of the operation of the new lists until a date 
not later than April 1956. There must, therefore, in- 
evitably be a continuation of the very many anomalies 
in the present valuation lists which are causing and will 
continue to cause inequality of burdens among rate- 
payers in many areas, quite apart from the unfortunate 
effects of this postponement upon the Exchequer 
Equalization Grant position. At the time of writing 
this report the Minister's proposals for legislation to 
alter the basis of valuation for dwelling-houses have not 
. been made public and they are awaited with interest. 


Income Tax in Grant Claims 
The Institute has discussed at some length with the 
government departments the question of the inclusion 
of income-tax in grant claims. The problem is compli- 
cated because of the complex income-tax position of 


different local authorities in that although tax is pay- 
able on some accounts there is often a right of set-off. 
against tax deducted from interest paid by other 
accounts. As a result of these discussions general agree- 
ment has been reached by which local authorities . 
should not claim the reimbursement of income-tax in 
claims if their general tax position is such that it- has 
not been effectively borne by the authority as a whole. 
Where, however, the profits or gains brought into 
charge of the authority as a whole, exceed the interest 
payments, and a profits assessment remains, the tax 
charge to be included in any grant claim must not 
exceed the tax on the amount of the excess of the tax- 
able income of that particular service or account over 
the interest and similar payments chargeable, provided 
always that an authority shall not modify its normal 
basis of apportioning tax merely in order to attract 
additional grant. 


Standardization of Local Authority Accounts 


At the time of writing this report the Institute Council 
had just received from the committee on the standard-. 
ization of local authority accounts, its report on the 
form of published accounts of local authorities. The ` 
committee, which was set up in July 1951, consisted 
partly of members of the Council and partly of other 
members of the Institute. It met on seventeen occasions 
and has drawn freely on other members of the Institute. 
for assistance. In particular, it appointed a sub-com- 
mittee consisting of the following: Messrs J. R. Hease, 
R. Horsley, J. D. Llewellyn, and R. G. Morgan 
(chairman), to examine methods of coding of income 
and expenditure. The report is a comprehensive docu- 
ment which, with its detailed exemplification of 
accounts, runs to 170 typewritten pages. 

Decisions on the report have yet to be made, but the 
Council hopes to issue within the next few months 
comprehensive recommendations based on the report.. 
Whilst the recommendations will not extend to book- 
keeping methods or the organization of accounts, they 
will cover those fundamental principles which are 
relevant to the form of final accounts. Among these 
are the nature of local authority capital accounts and’ 
the best ways of recording capital expenditure, the 
principles upon which balance sheets of local authori- 
ties should be constructed and the relative merits of. 
narrative form of accounts. 

The Council has in mind that the standard form. 
roust allow for local variation, for the differing degrees’ 
of detail that the local authorities will wish to publish 
in their accounts, and for the great differences in size 
of local authorities. 

The new form of accounts could not be established 
by a stroke of the pen. For some services there are 
forms of account agreed with other bodies; for many 
services there are grant claims; for others there are 
statutory accounts.- These various forms have been. - 
drawn up at various times and they show little con- 
sistency. If the Institute is to succeed in establishing 
the new form of accounts, government departments 
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and other bodies must be consulted at some stage: 


` Only if there is a common measure of agreement can 


the recommendations be made effective. 


Joint Committee with the Institute of Cost 
and Works Accountants 
The report of the Joint Committee of representatives 
of the Institute and the Institute of Cost and Works 
Accountants on transport costing has been completed 
and will be published shortly after the conference. 


INCOME TAX 
Finance Act, 1952 


The excess profits levy imposed by the Finance Act, 
1952, applies to local authorities equally with other 
bodies. The Bill, as first drafted, was far from satis- 
factory from the local authority point of view, for while 
alternative bases of computation were provided for 
bodies with share capital, no such alternatives were 
open to local authorities. As a result authorities which 
during the base period had operated at a loss trading 
undertakings since transferred were placed in a very 
difficult position as it appeared likely that in the absence 
of an alternative method such losses would operate to 
increase considerably the levy payable. The attention of 
the associations of local authorities was drawn to the 
position and before receiving the Royal Assent the 
Bill was so amended that its objectionable features were 
removed. 

The Act also removed the previous restriction of six 
years on the carrying forward of losses. The conse- 
quential amendments to the Agreed Rules have been 
agreed with the Inland Revenue and published. 


Income Tax Agreed Rules З 

In addition to the amendments to the Agreed Rules 
necessitated by the Finance Act, 1952, the committee 
has continued to discuss with the Inland Revenue 
matters arising from the Rules and amendments to 
them. Rule 1 (f), which deals with the treatment of 
libraries, art galleries, and similar buildings, has been 
amended during the year 10 provide for apportionment 
where part of the building is used for other purposes. 
Rule 8, dealing with maintenance claims on housing 
estates, has also been discussed, and it has been agreed 
that the restriction on admissible maintenance expendi- 
ture imposed by Section roi (3) of the Income Tax 
Act, 1951, is not to be applied to expenditure incurred 
before April 6th, 1946. 

All subscribers to the Agreed Rules have during the 
year received a note of the amendments which require 
to be made to bring the Rules into line with the Income 
Tax Act, 1951. ; 


Consolidated Loans Fund: Stock Discount 


Difficulty has been caused to local authorities operating 
consolidated loans funds when receiving payments 
in respect of loan debt on transferred electricity under- 


. takings, as the Inland Revenue has taken the attitude 


that the stock discount element of such payments must 
be regarded as an annual payment subject to tax, and 
paid over net. Concessi ements have now 
been agreed with the British Electricity Authority and 
the Inland Revenue, as a result of which future repay- 
ments will be made gross and the Authority will 
refund amounts previously deducted to those authori- 


ties unable to recover deduction by means of set-off. 


i 
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Annual Meeting and Conference, 1954 


The Couricil has been pleased to receive an invitation 
fróm the Mayor and Corporation of Bournemouth to 
hold there the annual general meeting and conference 
in 1954. The Institute was last at Bournemouth in 1937 
and the Council has no doubt that the members will 
welcome the opportunity of revisiting this town. Тће 
dates of the conference are from June 16th to 18th, 
I 
aga Roll of Membership 

The membership of the Institute as at January rst, 
1952, and January ist, 1953, is se? out below: 


1952 1953 

Honorary Members . 385 359 

Members: Fellows T 487 499 

Associates .. 1,682 1,809 

Students .. ac A 1,920 1,938 
Branches 


The Following table indicates the membership of the 
six branches of the Institute: 
ý January Ist, January Ist, 


1952 1953 
Metropolitan and Home А у 
Counties E 282 283 
Midland .. , ats 96 
North-eastern 119 122 
North-western 182 183 
Scottish 46 54 
. South Wales and West of 
England а 86 89 


Associates’ Sections 
The membership of the six associates’ sections is 


indicated by the following table: 
January Ist, January Ist, 

1952. 1953 

Metropolitan and Home > 
Counties m 606 585 
Midland .. 202 . 209 
North-eastern 134 142 
North-western 274 299. 
South Wales... 62 72 
-West of England · 62 64. 


Students’ Societies 
The membership of the students’ societies is as follows: 
January Ist, January Ist, 


1952 1953 
London 3,115 2,816 
Midland 1,317 1,305 
North-eastern 1,104 1,050 
North-western 1,698 1,664 
Scottish 302 393 
South Wales and West of 3 
England 771 700 
Examinations 


In common with most other professional bodies, the 
Institute has suffered a decline in the number of candi- 
dates presenting themselves for the examinations, the 
number sitting at the November 1952 examinations 
being the lowest since the war, and while there has been 
some recovery in the numbers in May, it is probable 
that the peak of the post-war increase, caused by the 
suspension of examinations during the war years and 
the granting of special exemptions to ex-aervice candi- 
dates, has now passed, and conditions which must be 
regarded as normal attained. For this reason the 


744 


Council sees no cause for surprise in the declining 
number of candidates, but the Examinations and 
Membership Committee is keeping the matter under 
review. 


Regulation II (ii) 


The Council has discussed with the Association of 
Certified and Corporate Accountants the reciprocal 
arrangement which has existed since 1947 whereby 
each body grants exemption from its Intermediate 
examination to candidates who have passed the Final 
examination of the other body. It has now been agreed 
that the previous requirements of not less than ten 
years’ service in a qualifying appointment and a 
minimum age of 26 years should be dispensed with 
and in future such candidates may be admitted to the 
Final examinations of either body provided that the 
normal requirements as to qualifying service are 
complied with. 


The Proceedings on 


On Thursday, two of the papers summarized below 
were read; there was a ladies’ tour to Ravenscar; and 
in the evening a reception and dance by invitation of 
the Mayor and Corporation of Scarborough. 

Yesterday, before the investiture of the President- 
elect, Dr A. Н. Marshall, B.sc.(ECON.), PH.D., F.S.A.A., 
F.1.M.T.A., and the presentation of a Past-President's 
badge to the retiring President, a third paper was given 
by Councillor James Beattie, J.P., Chairman of the 
Finance Committee, Wolverhampton, on The 1963 
Estimates. The conference concluded at lunch-time 
and in the afternoon a golf competition took place over 
the course of the North Cliff Golf Club. 


Town Development: Financial Problems 


Mr W. О. Hart, C.M.G., B.C.L., M.A., general manager, Hemel 
Hempstead Development Corporation, who spoke on "T'own 
development', dealt with some of the financial problems of 
new towns. After briefly describing the historical and legal 
background, he reminded the conference that a development 
corporation was a body endowed with powers for the specific 
purpose of building а new town or expanding an existing 
one. Operations were financed by the Treasury, but it was 
the intention that eventually the corporation would be 
wound up and the Exchequer reimbursed by the sale of 
assets to the appropriate local authorities and statutory 
undertakers. 

Mr Hart pointed out that the building of a new town 
entailed the provision of essential services such as drainage, 
water supply and education, often on a scale far greater than 
immediate requirements and quite out of proportion to the 
accompanying increase in rateable value. The problem was 
accentuated by the fact that the first part of the develop- 
ment was almost invariably Јавне houses ог derated 
industrial property. Heavy expenses for these services 
would inevitably fall on the local authority or alternatively, 
the development corporation had to make contributions 
out of ita funds, and there was no guarantee that the rate- 
able value created by the new development would ever be 
sufficient to support the services which had been provided. 

The new towns had often been criticized for the high 
rents which they charged, but Mr Hart maintained that 
development corporations were forced by a number of 
factors to charge higher rents than local authorities; there 
was frequently no local source of labour, development 
corporations had no pre-war houses with which to pool 
post-war rents, frequently some contribution had to be 
made out of rents towards the general expenses of develop- 
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Accounts of the Institute 


The revenue account for the year ended December 
3181, 1952, and the balance sheet at that date are pub- 
‘lished as an appendix! to this report. The accounts 
have been audited by the honorary auditors and the 
thanks of the Council are due to them for their work. 
For the year under review there was a surplus of income 
over expenditure of £111. 


Officers and Council, 1953-54 


As already announced, the following Fellows have been 
elected to the respective offices for the year 1953-54: 
President: Dr А. H. Marshall, City Treasurer, 
Coventry. Е 
Vice-President: Mr T. L. Poynton, Borough Treas- 
urer, Blackpool. 
Hon. Treasurer: Mr Robert Sutcliffe, M.B.E., Borough 
Treasurer, Middlesbrough. 


1 Not reproduced. ~ Editor. 


Thursday and Friday 


ment, and new towns could not impose additional burdens 
on the rates, unlike local authorities. 

Mr Hart reminded his listeners that although the 
estimates of cost of new towns had steadily risen, the real 
test was whether they would finally prove profitable invest- 
ments and not merely expensive experiments in planning. 
There was a current belief that new towns could not show 
an economic return 8 belief based on high costs, high 
rents and accounts showing mounting revenue losses. The 
picture was really not so black, however; restrictions on 
capital expenditure had meant that the least remunerative 
types of property had to be built first, but the building up 
of an industrial population was an essential preliminary to 
the establishment of high rateable values. The finished 
town would be the measure of the success of a develop- 
ment corporation, and not until the corporation itself was 
wound up would it be possible to assess the financial results. 


The Quest for Efficiency 


Mr Walter Nuttall, F.I.M.T.A., F.C.W.A., Borough Treasurer 
of Darlington, in his address entitled “The quest for 
efficiency’, said that efficiency was everyone's aim, but that 
we were in danger of losing direction in our quest for it, and 
actually finishing with something that was not efficiency at 
all. Mr Nuttall felt that on the policy side, inefficiency could 
arise from not keeping the ultimate aim in view, from over- 
specialization and departmentalization, and from not 
always using existing facilities to the full before providing 
new ones. Inefficiency in these matters could lead to far 
` greater waste than inefficiency in details of administration. 
Commenting on committee organization, Mr Nuttall 
stated that committees often had far too much of the wrong 
sort of information and not enough essential facts. The 
blame for this rested partly on committees, which occasion- 
ally required the continued submission of detailed returns 
which received very little scrutiny, and partly on officials 
for not properly digesting all the facts and presenting a clear 
picture to the committee of all reasonable alternatives. 
In Mr Nuttall’s view costing could be a great aid to 
efficiency, but it was necessary to provide the right 
at the right time rather than accumulate a mass of detail 
which was never examined. The fundamental requirement 
on many activities was to settle the number of people 
required to do a job and the output to be expected from 
them. 'These standards of performance were often difficult 
to prepare, but their advantages were great and, in providing 
targets for the staff, they could act as valuable incentives 
Detailed financial statistics could often be replaced by 
simple physical control. The art of efficient costing lay in 
selecting the significant points at which control was required. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 
MEMBERS’ LIBRARY 

A new supplement to the ‘short list’ of books in most 
frequent use in the library of the Institute, including 
those available on loan, has now been issued. 

Copies of the supplement, which contains additions 
up to March 1953, will be sent to members, free and 
post free, on receipt, by the Librarian, of an addressed 
label. Copies of the last edition of the ‘short list’, 
published in August 1952, are still available. 


Personal 


Messrs WILKINSON & MELLOR, Chartered Account- 
ants, of Leadenhall Buildings, т Leadenhall Street, 
London, EC3, announce with deep regret the death 
on May 30th of Mr Jonn W. O. WILKINSON, F.C.A., 
who had been a partner in the firm since September 
1st, 1939. The practice will be continued under the 
same style by the remaining partners. 


Professional Notes 


Mr D. N. Dow, B.COM., C.A., A.C.W.A., until recently 
personal assistant to Mr Ian Т. Morrow, C.A., F.C.W.A., 
deputy managing director of the Brush Electrical 
Engineering Co Ltd, has been appointed secretary of 
the National Gas and Oil Engine Co Ltd, one of the 
companies of the Brush group. 

Mr Harold S. Colls a.c.a., until recently secretary 
of the National Gas and Oil Engine Co Ltd, has been 
appointed chief internal auditor of the Brush group. 

Mr К. Н. Irwin, A.C.A., a member of the account- 
ancy staff of the Brush Electrical Engineering Co Ltd, 
has been appointed assistant to the chief internal 
auditor of the Brush group. 

Mr George Bell, A.C.A., secretary of Robert Deuchar 
Ltd and its subsidiary companies, has been appointed 
to the board of directors. 

Mr Jobn E. Almond, A.C.A., С.Р.А., has been 
appointed controller and assistant treasurer of 
MacFarlane’s Candies, Oakland, California. 


Obituary 


RONALD DRYDEN, F.C.A. 

It is with regret that we announce the death, on 
June 15th, of Mr Ronald Dryden, F.c.a., senior partner 
in the firm of Dryden, Dorrington & Co, Chartered 
Accountants, of Manchester, at the age of 74. 
Admitted an associate of the Institute in 1903, Mr 
Dryden commenced in practice on his own account 
in 1910, being elected a fellow of the Institute in 1919. 

Having been President of the Manchester Char- 
tered Accountants’ Students’ Society from 1928 to 
1929, he was President of the Manchester Society of 
Chartered Accountants from 1939 to 1941. In 1939 
he was elected Vice-President of the Manchester 
Reform Club. : 

The name of the firm was changed Кот Ronald 


Dryden & Co to Dryden, Dorrington & Co in April 
this year. | 
Census of Production for 1953 


An order! indicating the scope of the census of 
production to be taken in 1954 for the year 1953 has 
been made by the Board of Trade. As announced in 
November 1952, sampling methods which were intro- 
duced for the first time for the census for 1952, will 
again be used and the census form will accordingly 
contain few questions. 

The census will cover all producing industries as 
before and returns will be required from all firms 
over a certain size in each trade. However, only a 
sample will be taken of the medium-sized and smaller 
firms, which means that the majority will not be 
required to make a return. 

From the information obtained, early estimates will 
again be made of certain important aggregates such 
аз total sales, materials used, stocks, and capital 
expenditure for each trade. 

The statutory form of return will include questions on 
the number of working proprietors; average employment 
during the year of return; wages and salaries; expenditure on 
plant, machinery and vehicles, and also on new building 
work; total cost of materials and fuel purchased; total 
amount paid for work given out; value of stocks at the 
beginning and end of the year of return; total value of out- 
put; and transport payments. 

Undertakings producing coal, gas, electricity, shale oil, 
crude or refined petroleum, or shale-oil products are 
exempted from making a census of production return to the 
extent to which they supply the necessary information to the 
Minister of Fuel and Power. 


APPOINTMENT OF THE ADVISORY COMMITTEE ON 
THE CENSUS OF PRODUCTION FOR 1954 


The Board of Trade announces that the statutory 
Advisory Committee has been appointed to advise on 
the preparation of forms and instructions and the 
making of any order, for the census of production to 
be taken in 1955 in respect of the year 1954. The 
members of the committee are as follows: 

Mr J. Stafford, c.B. (Chairman); Professor R. С. D. Allen, 
о.в.в., Mr J. L. Armstrong, Mr J. W. Beck, Professor Е. 
Sewell. Bray, F.C.A., F.3.A.A Sir Leonard Browett, K.C.B., 
C.B.E., Mr Leonard Cooke, Мг С. N. Gallie, Dr C. Oswald 
George, Mr L. A. W. Jenkins, Sir Norman V. Kipping, J.P., 
Mr Philip Lyle, Mr T. A. Mitchell, Mr Kenneth Preston, 
Mr H. C. Stanton, Mr W. T. Winterbottom, C.B.&., Mr 
George Woodcock, c.B.z., Mr P. O. Young. 

The secretary of the committee is Miss J. M. N. Milne 
at the Statistics Division, Lacon House, Theobald’s Road, 
London, WC2. 

This committee is, of course, distinct from the 

special committee recently set up under the chairman- 
ship of Mr W. R. Verdon Smith to advise the Presi- 
dent on future policy in regard to the taking of 
censuses of production and distribution. 
1 The Order, which operates from December 31st, 1953, із 
the Census of Production (1954) (Returns and Exempted 
Persons) Order, 1953. Copies may. be obtained from 
H.M.S.O., Kingsway, London, WCz, and branches, or 
through any bookseller (price 2d, by post 244). 
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London and District Society of Chartered 
Accountants 


The eleventh annual general meeting of the London 
and District Society of Chartered Accountants will 
be held next T'hursday at 6 p.m. in the Oak Hall of 
the Institute, Moorgate Place, London, ЕС2. 

The report of the committee for the year ended 
March 31st, 1953, was reproduced in our issue of 
May 23rd. | 


The Society of Incorporated Accountants 
and Auditors 


New PRESIDENT OF SCOTTISH BRANCH 
At a recent meeting of the Scottish Branch of the 
Society of Incorporated Accountants and Auditors, 
Mr Festus Moffat, 0.B.E., J.P., F.S.A.A., senior partner 
in the firm of Festus Moffat & Co, of Falkirk, was 
elected President of the Branch in succession to 
Mr Peter С. S. Ritchie, F.s.a.a., of Glasgow. 

Two of the three Vice-Presidents of the Branch 
were re-elected: they are Mr Robert Fraser, F.S.a:A., 
of Glasgow, and Mr John Stewart, Е.8.А.А., of 
Grangemouth, while the new Vice-President who 
succeeds Mr Moffat is Mr James A. Scott, O.B.E., 
J.P., F.S.A.A., Town Councillor of Kilmarnock. 


Institute of Cost and Works Accountants 
HAMPSHIRE SUB-BRANCH 


At the recent annual meeting of the Hampshire Sub- 
branch of the Institute of Cost and Works Account- 
ants, the following officers were elected for the 
ensuing year: : 

President: Mr C. Н. Durman, F.C.W.A., A..M.T.A. 

Chairman: Dr J. М. S. Risk, PH.D., B.COM., C.A., F.C.W.A., 

ACIS., МІЛА, 

Vice-Chairman: Мт 8. E. J. Duxbury, a.c.w.a. 

Hon. Secretary and Treasurer: Mr L. C. Bone, A.C.W.A. 

An interesting series of meetings for the coming 
session has been arranged in each of the following 
places: Portsmouth, Southampton, Winchester and 
Bournemouth. 


Institute of Internal Auditors 


LONDON CHAPTER 
The fifth annual general meeting of the London 
Chapter of the Institute of Internal Auditors was 
held at The Kingsley Hotel, London, WC, on 
Wednesday, June xoth, 1953. The following were 
unanimously elected as officers or governors: 

President: Мт R. А. Reid, c.a. 

Vice-President: Мт A. H. Abbot. 

Hon. Secretary: Mr R. C. Bedford, a.c.a., ‘The National 
Cash Register Ltd, 216 Marylebone Road, London, 
NW:. (Telephone: Paddington 7070.) 

Hon. Assistant Secretary: Mr J. Prince, А.С.А. 

Hon. Treasurer: Mr Е. H. С. Funnell, a.c.a. 

Governor (two-year term): Mr J. R. Robinson, A.C.A. 

Governors (three-year term): Mr G. E. Hindshaw; Mr 
О. A. Mackinnon, C.A. 

The four most recent Chapter Presidents, Messrs 
Н. E. Osborn, B.COM., C.A, P. B. Hills, A.C.LS., 
Н. W. Parker, А.С:А., and À . L. Watson are also 
Governors of the Chapter. 
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. East Anglian Chartered Accountants' . 
Students' Association 


The report of the committee of the East Anglian 
Chartered Accountants’ Students’ Association for the 
year ended March 31st, 1953, which was presented 
at the annual meeting held in Norwich last month, 
records a further year of progress with membership 
now numbering 144. 

During the year, a tuition course was held at the 
Assembly House, Norwich, attended by fifty-seven 
students, and several lecture meetings — which took 
the form of whole-day sessions — were arranged. 

The following officers have been elected for the 
ensuing year: 

President: Mr G. А. С. Oldfield, a.c.a. 

Vice-President: Mr Н. Robinson, Е.С.А. 


Hon. Secretary: Mr J. O. Turner, 8 Upper King Street, 
Norwich, 

Hon. Treasurer: Mr G. M. Stannard. 

Committee: Мера. К. Т. Boardman, ACA, S. P. 
McGuire, a.c.a., D. H. Gilbert, D. C. Denman, М. С. 
Burt, C. E. Eldred, and K. S. Dugdale. 

Hon. Auditors: Messrs N. А. E. Todd and R. H. Pearson. 


Chartered Accountants' Students' Society. 
of Kingston upon Hull 


The fifty-fourth annual general meeting of the 
Chartered Accountants’. Students’ Society of King- 
ston upon Hull was held on Thursday, June 4th. 

The report of the committee for the year ending 
April 30th, 1953, presented at the meeting, records a 
varied programme of lectures, attendances at which 
were encouraging. 

The President of the Institute invited students to 
meet him at afternoon tea before he attended the 
senior society’s silver jubilee dinner in November 
last year, and spoke of the responsibilities of the 
articled clerk as a future member of the profession. 

Members had the choice of attending two resi- 
dential courses at Grantley Hall, near Ripon, and 
Hatfield College, Durham, during March and April 
of this year, through the invitation of the Leeds, 
Bradford and District Students’ Association and the 
Northern Students’ Society. The Society was repre- 
sented also at the annual conference of the Union of 
Chartered Accountant Students’ Societies, and 
delegates found the exchange of views with repre- 
sentatives of other societies most helpful. 

The following officers have been ‘decd d the 
ensuing year: 

President: Mr W. Н. Hall, A.C.A. 

Vice-Presidents: Messrs R. Н. Chapman, А.С.А.; N. R. 


Cowling, a.c.a.; J. Palmer, a.c.a.; Н. С. Sergeant, А.С.А.; 
N. S. Staveley, A.C.A. 


Committee: Messrs С. Н. Barker, I. Н. Greig, I. Massie, 
D. R. Townend, J. M. Young. 


Hon. Auditor: Mr D. B. Hargreave, A.C.A. 

Hon. Librarian: Mr E. G. Robertson. 

Hon. Press Representative: Mr D. N. Clay. 

Hon. Treasurer: Mr D. L. Dukes. 

Hon. Secretary: Mr Т. B. Loxley, B.com., с/о Messrs 
Buckley, Hall, Devin & Co, National Provincial Chambers, 
Silver os | Kingston upon Hull. 
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The Oxford Chartered Accountant Students’ 
Society 


At the fourth annual general meeting of the Oxford 
Chartered Accountant Students’ Society the follow- 
ing officers were elected for 1953-54: 


. President: Mr L. С. W. Phillips, F.c.a. 

Vice-Presidents: Messrs Н. 5. Critchley, F.c.a., and 
J. E. Critchley, Р.С.А. : 

Hon. Secretary: Mr S. E. Clark, M.A., A.C.A., 79 Bainton 
Road, Oxford. р 

Hon. Treasurer: Mr A. J. Philpott, B.A. 

Hon. Librarian: Mr А. V. Endsor, M.A. 

Hon. Asst. Secretary: Mr К. №. Newman, В.А. | 

Committee: Messrs L. C. W. Phillips, r.c.a., J. E. 
Critchley, ¥.c.a., Н. W. Gray, F.c.a., S. E. Clark, M.A., 
A.C.A, A. J. Philpott,.p.a., А. У. Endsor, M.A., R. N. 
Newman, B.A, С. B. Watson, F.c.a., W. W. Howarth, 
A.C.A., J. P. Mead, P. R. Warrell. 


Hon. Auditors: Mr J. Е. Ray, A.C.A., and Miss S. M. 


Prickett. | 


The South Wales and Monmouthshire 
Chartered Accountant Students’ Society 


At the annual general meeting of the South Wales 
and Monmouthshire Chartered Accountant Students’ 
Society held on May го, the following officers 
and committee were elected for the ensuing year: 


President: Mr C. Н, March, ов.в., T.D., D.L., F.C.A. 

Vice-Presidents: The Vice-Presidents were all re-elected. 

Hon. Secretary: Mr C. P. David, c/o J. & H. S. Metcalf, 
to St Andrew’s Crescent, Cardiff. 

Hon. Assistant Secretary: Mr J. R. Simons. 

Hon. Treasurer: Mr R. Т. Parkinson. 

Hon. Librarian: Mr W. R. Ward, A.C.A. : 

Committee: Messrs D. H. Andrews, J. S. Cox, C. J. 
Harrison, H. W. L. Jones, A. Merrett, J. R. Phillips, W. A 
Thomas, G. T. Whiteway and R. F. C. Zamboni. 

Hon. Auditors: Messrs Т. Н. J: Barrett, a.c.a., and С. К. 
Camfield. 


Chartered Accountants’ Golfing Society 


Тће summer meeting of the Chartered Accountants' 
Golfing Society was held at the Royal Wimbledon 
Golf Club on Friday, June sth. The first prize for 
the medal round was kindly presented by Mr J. P. 
Pittman, F.C.A., the President of the Society, to cele- 
brate Coronation year. Fifty-one members took out 
cards and the scores were as follows: 


Мера. Rounp 

Scores also count for first round of Turquand-Young 
Challenge Cup: : р 

D. W. Gibson, 78 — 10 = 68 (wins President's, ‘Coro- 
nation’ Prize and Lord Mayor's Cup); D. V. Littlejohn, 
89 — 20 = 69 (wins and Prize); R. 5. Bromhead, 84 — 14 = 
70; D. L. Shaw, 78 — 8 = 7o; H. E. Harden, 85 — 12 — 73; 
W. J. Kerr, 95 — 21 = 74; C. A. Chapman, 99 — 24 = 75; 
P. B. Lake, 83 — 8 = 75; H. D. Nicholson, 77 — 2 == 75 
(wins Scratch Prize); D. L. Thomas, 89 — 14 = 75. 
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GREENSOMES (points scoring) 

H. D. Nicholson and J. B. P. Williamson, 36 points (win 
Ist prize on best score over last 9 holes); К. D. Henderson 
and H. У. Pitt, 36 points (win 2nd prize); D. L. Shaw and 
P. Wand, 34 points; D. W. Gibson and $. W. Penwill, 33 
points; A. J. Barsham and F. C. Edwardson, 32 points; 
R. S. Bromhead and J. B. Rubens, 32 points; С. H. Cann 
and H. E. Harden, 32 points; K. P. Chapman and 5. G. 
Sillem, 32 points; P. B. Lake and J. C. Sheldrake, 32 points; 
H. А. Astbury and D. C. Urry, 31 points; R. А. Daniel and 
F. Green, 31 points; J. F. S. Rogers and G. L. Wiener, 31 
points; А. B. L. Murison and C. W. Tyrrell, 30 points. 


Lord Mayor’s Cup 
This competition, which can be played on any course 
on the same day as the summer meeting and for which 
the medal round played at Royal Wimbledon also 
counts, was won by Mr D. W. Gibson. 


The Association of Scottish Chartered 
Accountants in London 


ANNUAL GOLF MEETING 


Thirty-two members attended a meeting -of The 
Association of Scottish Chartered Accountants in 
London Golf Club at West Hill on Friday, June 12th. 
The results were: 


Past PRESIDENTS’ CHALLENGE CUP 

R. K. Graham, 76 — 6 = 70 (Winner); J. B. Morrison, 95 — 
18 = 77 and R. Jardine, 89 — 12 = 77 (Tied); S. S. 
Berlanny, 97 — 18 — 79; D. S d 8g — 10 — 79; 
J. Bruce Peat, go — 11 = 79; D. W. Ness, 87 — 7 = 89; 
А. Inglis, 91 — Іг = 80; E. P. T. Work, 86 — 6 = 80; 
J. G. Girdwood, 89 — 8 = 81; J. Whimster, 98 — 16 = 82; 
E. Е. Milne, 86 — 4 = 82; W. Е. Eva, 98 — 15 = 83; 
F. C. S. Parkinson, 109 — 24 = 85; Е. A. Forsyth, 92 — 7 
== 85; J. B. Duncan, 101 — 13=88; Н. Rule, 105 —14 = 89. 

Mr Morrison won the prize for runner-up having the 
better score for 9 holes home. 

Mr S. S. Berlanny won the prize for best net score over 
last 9 holes with a score of 48 — 9 = 39. 


Lapy Mann CHALLENGE Cup 
Messrs Brown, Fleming and Murray won with the best net 
score attained by two members of the same office with an 
aggregate of 150 (Mr К. К. Graham 7o and Mr D. W. Ness . 
80). | 


Вобеу CHALLENGE CUP 


А. Inglis and E. Е. Milne, 2 down; J. Thomson and J. Bruce 
Peat, 2 down; D. W. Ness and J. Galloway, 2 down. 

essrs Inglis and Milne won the cup with a return of all- 
square for the 9 holes home, and Messrs Thomson and Peat 
won the prize for the runners-up with the better score for 
the 9 holes home. 
Other scores: | Е : 
R. A. Forsyth and J. Whimster, 4 down; C. M. Scroggie 
and D. Ross, 5 down; J. B. Morrison and S. S. Berlanny, 
6 down; R. Т. Н. Scott and N. S. Matheson, 8 down; 
H. C. Hopkins and J. С. Girdwood, 9 down. 
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The Institute of Actuaries 


The annual general meeting of The Institute ‘of 
Actuaries was held in the Hall of the Chartered 
Insurance Institute, London, on June 8th, with the 
President, Mr W. Е. Gardner, C.B.E., in the chair. 

The report of the Council for the year ended 
"March 31st, 1953, presented at the meeting, records 
a further increase in the Institute's membership, 
which now numbers 2,079. This total is composed of 
765 fellows, 307 associates, 995 students, and 12 
corresponding members. 

Six ordinary general meetings of members were 
held during the year, when a number of interesting 
papers were submitted. All these meetings were held 
in the Hall of the Chartered Insurance [nstitute, as 
it has not yet been possible to obtain a licence for the 
rebuilding of Staple Inn Hall. 


Our Weekly Problem 
No. 74: SIDATE SCORES 
Charles Sidate was accompanying Ivor, the captain 
of the Crackers Cricket Club. He agreed to keep the 
telegraph, which recorded the score, the number of 
wickets and the runs made by the last player. He 
found five pieces of tin which had the odd numbers 
painted on one side and the even numbers on the 
other, except that they had forgotten o and painted 1 
on the back of 1. At the fall of each wicket Charles 
found he used up all the five pieces and had to use 
the reverse side of each at the fall of the next wicket. 
He used all the odd numbers at the fall of the first 
wicket. This worked out all right as far as the last 
man who was out first ball and whose score could not 
therefore be recorded. There were no extras and the 
total score was a minimum. lvor.was ‘not out’. 
How many runs did he make? 
The answer will be published next week. 


Answer TO No. 73: Srpats’s SUIT 








Year Cost per day Мо. of days Wear and Tear 
s d £ sd 
1 т 8 24 200 
2 Ty iy 48 316 o 
3 1 6 72 s 8 o 
4 1 5 96 616 o 
5 I 4 120 8 о о 
6 1 3 96 6 о о 
7 12 72 4 4 0 
8 I I 48 2120 
9 Io 24 14 о 
40 о о 
Less cost of box .. 2 0 
Cost of suit £39 18 о 

==38 guineas 
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Our Contemporaries 


Тнв ACCOUNTANTS’ JOURNAL. (Wellington.) (March.) ‘A 
Stock Exchange View of the Companies Bill’, by A. 
Hamilton. 

Tue Cost ACCOUNTANT. (June.) 

THe SECRETARY. (June.) 

ACCOUNTANCY. (June.) 


TWENTY-FIVE YEARS AGO 
From Whe Accountant or JUNE 23RD, 1928 
Extract from a leading article. 
Accountants and the Public 


Our two correspondents are not by any means the 
first to call upon the senior bodies to lend active 
assistance by way of corporate advertisement. The 
problem is not one of principle but of practice. If 
advertisement were to be made really effective in 
every local area of England and Wales the Institute 
would be faced with an expenditure which would 
very quickly make a serious inroad into the Accumu- 
lated Fund. As occasion offers, the Institute takes, 
has already on several occasions taken, the oppor- 
tunity of judicious but definite publicity, and we 
think that the results of the two recent cases are likely 
to be still more effective. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant.or JUNE 22ND, 1878 
Extract from Notes in Passing 
Income Tax in Liquidations 


Vice-Chancellor Malins has recently given—in re 
Henley and Co. ex parte the Commissioners of Inland 
Revenue—an important decision relative to the prior 
claim of the Crown to payment of income tax in a 
liquidation. The arguments on behalf of the Crown 
were simply that its rights had always been preserved 
in the interests of the public for whom it acted, and 
those rights could not be taken away except by express 
enactment. While the general accuracy of this was 
not contested, its special application was denied on 
various, and, to us, quite sufficient grounds. Clearly, 
income tax is to be recovered in the manner prescribed 
by the Income Tax Act, 1842, and the Winding-up 
Acts, though not expressly mentioning the Crown 
right to preferential payment, nevertheless provide 
that the pore of a company in liquidation shall be 
applied in satisfaction of its liabilities fari passu. As 
this could not possibly be done if the contention of the 
Commissioners of Inland Revenue were sustainable, 
it follows that the Vice-Chancellor could scarcely have 
decided other than he has. His decision, therefore, 
which we believe to be without precedent, is worth 
remembering. 


MOTOR —— FIRE — CONSEQUENTIAL LOSS 


MOTOR UNION 
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STEEL AND TRANSPORT 


WO examples of accounting in the grand manner were 
made available last week with the publication of the latest 


reports and financial statements of the Iron and Steel 
Corporation of Great Britain and the British Transport Com- 
mission. It takes a little time properly to focus the eyes and mind 
on figures of such magnitude – the Corporation's total sales are 
nearly £734 million and the Commission's balance sheet adds up 
to almost £1,791 million — but the form of presentation both of 
the accounts and of the accompanying reports is so lucid and 
logical as to render interpretation a relatively easy matter. The 
members of both bodies and their staffs are to be complimented 
on making what must have been a considerable task appear 
comparatively straightforward. 

The Corporation's consolidated profit and loss.account for the 
year to September 3oth, 1952, shows a manufacturing and trading 
profit of 2644 million after а normal depreciation charge of [17:1 
million and an additional provision of £10 million for increased 
costs of replacing fixed assets. The corresponding profit for the 
period of seven and a half months to September 30th, 1951, was 


34:5 million after depreciation charges of £8-4 million and £5. 


million. Equating the latter profit to a year, the 1952 results show 
an increased trading profit of £10 million. Of the balance of 
income of [543 million, struck after allowing for interest and 
other charges, taxation absorbs nearly £38 million, leaving, after 
adjustment for the small proportion attributable to the interests 
of outside shareholders, £16 million to be added to the surplus of 
£78 million brought forward from the previous initial period. 

The accounts of the Commission for the calendar year 1952 
show a revenue surplus of £8-4 million. As this is arrived at after 
charging interest (£46 million) and normal depreciation (£29-9 
million) it corresponds approximately to the Corporation’s 
balance, mentioned above, of £/54:3 million, except that the Com- 
mission has not been able to set aside any sum for additional 
replacement costs. Statutory provision for capital redemption and 
special items absorb £3-9 million, leaving £4:5 million, together 
with a windfall profit of £3-5 million in respect of stores previously 
charged to revenue but now capitalized preparatory to sale under 
the new Transport Act, to be set off against the accumulated 
deficit of the last four years of 39:5 million, thus reducing the 
debit carry forward to [31:5 million, as compared with the 
Corporation's credit carry forward of [23:8 million. 

Wide, therefore, as the gulf in fortunes between these two vast 
industries appears to be, it is evident from a reading of the reports 
that their problems are similar in character if not in degree. One 
of the most important of these is the need to establish a permanent 
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equilibrium between costs and selling prices. 
The reported profits of the Corporation, for 
example, were favourably affected to the extent 
of some £6 million by an increase in export 
premiums but, since the end of the financial year, 
this source of revenue has dwindled because of a 
rapid reduction in the difference between home 
and export prices. The position of the Commis- 
sion is even more aggravated by almost casual 
fluctuations in the ratio between income and 
expenditure. The trend of costs throughout last 
year was consistently against it, both as regards 
materials – including, ironically, steel -and wages, 
the autumn increase therein representing an 
added annual expenditure of £18 million. The 
effects of the fares increases granted earlier in the 
year were thus dissipated and for the last three 
months of the year the Commission ran at a loss. 
Indicative of the present narrow margin between 
profit and loss is the fact that the increase in 
national insurance contributions made last Oct- 
ober. will cost the Commission £1-3 million in a 
full year. Until a concern, be it either a large 
public corporation or a small private company, 
can prepare its budget in the reasonable certainty 
that it will not be upset by circumstances beyond 
its control, it cannot be said to be in command of 
its own destiny. While the smaller enterprise, 
being less rigidly constructed and so more 
resilient, may either prosper or (regrettably) 
perish in such conditions without marked effect 
on the common weal, economic instability in a 
body of the importance and influence of the 
British- Transport Commission may have disas- 
trous consequences on the country’s prosperity. 

Another problem, common to both industries, 
is the difficulty of providing adequate funds from 
their own resources for the future replacement of 
fixed assets. Because of its more favourable trad- 
ing outcome, the Corporation has been able to 
provide in all £15 million for this purpose since 
February 15th, 1951, but no attempt has been 
made to deal with the under-provision of depre- 
ciation prior to that date. The Commission, for 
the five years of its existence, has provided 
depreciation on the historical cost of its assets 
only. A note on the 1952 accounts states that, as 
and when earnings are available, a replacement 
fund will be set up. The appropriate contribu- 
tions to this fund for 1951 and 1952 would have 
been £16 million and £20 million respectively. 
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In view of the fact that so much of the existing 
railways rolling stock is already overdue for 
replacement, the total gap between current 
replacement costs and gross book-values must 
amount to a very substantial sum. 

Allied to the question of capital replacement 
is, of course, the equally difficult task of financing 
capital development. 'T'o what extent this can be 
done by the steel industry out of its own profits 
depends largely on the future trend of taxation. 
'The Corporation points out that if the amounts 
of £5 million and Хто million which it has set 
aside for additional depreciation had been 
allowed for tax purposes, then the tax provision 
in each account would have appropriated 60 per 
cent of the profit instead of 70 per cent. It also 
gives the cautious warning that, if there is an 
appreciable trade recession and no mitigation of 
the taxation burden, then the whole of the 
estimated annual capital investment of £60 
million may have to be financed from external 
sources. The financial aspect of the Commission's 
development policy is even more complicated. 
The Government continues to exercise control 
over capital investment and while, owing to 
shortages of material — particularly steel — earlier 
in the year, the 1952 allocation was not fully 
utilized, there were outstanding capital commit- 
ments at December 31st last of £130 million 
while only [108 million of the Commission's per- 
mitted borrowing powers of {275 million re- 
mained unused. It seems essential, therefore, that 
in the future the Commission will have to earn 
surpluses, either to finance its further develop- 
ment directly or to bear the substantial servicing 
charges of additional borrowings – assuming that 
its powers in that direction will be extended. 

As, under the terms of the Iron and Steel Act 
passed earlier this year, the Corporation will 
shortly cease to exist, the present report will 
probably be its last. The Commission continues 
but, in accordance with the new 'T'ransport Act, 
is due to hand back the road haulage section of 
the industry to private enterprise. One cannot 
help wondering what the costs of tbese return 
journeys into the realms of applied politics are, 
and what benefits are derived from them, either 
by the community or by the industries which, 
after their Emmett-like excursions, are brought 
back, full circle, to their original point of: 
departure. 
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THE FINANCE BILL-VI 
THE COMMITTEE STAGE (Concluded) . 


Clause 14: Initial Allowances 
5 we reported last week, the restoration of 
initia allowances by clause 14 of the 
Finance Bill gave rise to protracted debate 
at the Committee stage of the Bill. 

On the question of the special position of ships 
in relation to the new allowance, Mr Bovp- 
CARPENTER admitted that clause 14 (5) which 
deals with this was far from clear. As the best 
method of making the matter clear beyond doubt, 
he accepted an amendment which was proposed 
by Mr С. P. STEVENS, F.C.A. Clause 14 (5) now 
reads as follows, the amendment consisting of 
the addition of the words printed in italics. 


‘14 (5). This section shall not apply to апу. 


expenditure on the provision of a ship in respect 
of which an initial allowance may be given by 
virtue of the proviso to subsection (5) of the said 
Section two hundred and seventy-nine (which 
relates to ships under construction or contracted 
for on or before the tenth day of April, nineteen 
hundred and fifty-one; but, subject to that, where 
there is a contract for the sale of a ship and either: 
(a) the price becomes payable before the fifteenth 
day of April, nineteen hundred and fifty-three, 
but the ship is delivered in performance of the 
contract on or after that date; or 
(b) the price is payable in instalments, some of 
which are payable before that date and some of 
which are payable on or after that date; 
so much of the price as becomes payable before 
that date but after the fifth day of April, nineteen 
hundred and fifty-two shall for the purposes of the 
provisions of the Income Tax Acts relating to 
initial allowances be deemed to have become pay- 
able on that date, and this section shall apply to the 
expenditure accordingly.’ 


Before the amendment, the words ‘on that date’, 
where they last occur, clearly applied to April 
15th, 1953. It is perhaps arguable that as а result 
of the amendment the words ‘on that date’ in the 
penultimate line now refer to April 5th, 1952, 
instead of to April xsth, 1953, but the intended 
meaning is probably saved by the word ‘accord- 
ingly’. 

Clauses 15 and 16 
Clauses 15 and 16 of the Finance Bill were agreed 
to in committee without discussion. Clause 15 
widens the category of industrial buildings by 
including a building which is used for the pur- 


poses of a trade which consists in the catching or 
taking of fish or shellfish. An amendment on the 
order paper to add ‘marine mammals’ was not 
called, so presumably whaling is excluded. 


Clause 17: Partnership Changes 

Clause 17 (2) was deleted. As explained in The 
Accountant on May 2nd at page 519, this sub- 
clause gave to each individual partner in a firm 
the right to have the cessation provisions applied 
to.the firm where there had been a change in the 
basis of allocation of the profits, subject to the 
right of the firm as a whole (including that 
partner) to cancel the election. The point was 
made that under that subclause the most trifling 
change in the basis of allocation to the most 
junior partner, whether by way of a slight 
alteration in his salary or rate of commission or 
in any other way, would give him and each other 
partner the power to alter the basis of assessment 
of the whole partnership, possibly to its great 
detriment. 

Clause 17 (7) continues the practice whereby 
the personal representatives of a deceased partner 
are required to join in an election by the partner- 
ship as a whole, if that election is to have effect. 
The Millard Tucker Committee recommended 
that this requirement be dropped (paragraph 
72 (b)). Rejecting a proposed amendment to apply 
this recommendation, the SoLiCrTOR-GENERAL 
said he thought it was illogical to exclude the 
representatives of a deceased partner from a say 
in the matter, since his estate might be adversely 
affected. 


Clause 18: Payments between Associated 
Companies 
As we forecast, the three-page clause 18 was 
amended. This clause applies to groups of com- 
panies, in the profits tax sense. Broadly speaking, 
subventions by one memher to another, to make 
up the latter’s loss, are to be treated as revenue 
items, deductible by the payer and taxable on the 
recipient, but limited to the amount of the ‘sur- 
plus’ of the payer and the amount of the ‘deficit’ 
of the recipient. The SoLicIToR-GENERAL moved 
an amendment to make it clear that in computing 
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income for these purposes capital allowances 
brought forward were to be ignored. 

One member proposed an amendment to pro- 
vide that the surplus or deficit be determined. on 
‘recognized accounting principles and after 
capital allowances’. He thought this would be 
more practical and have the merit of simplicity. 

To this the SOLICITOR-GENERAL said: 

. .. the deletion of the words “for tax purposes” 

would mean the adoption of a standard which might 
be easy to recognize but which could vary a great 
deal indeed. When one talks about recognized 
accountancy principles, recognition may vary from 
day to day and the principles may not always be 
agreed upon. ... 

‘If I may give an example, for the computation of 
surplus or deficit, one could take, on recognized 
accountancy principles, the replacement cost basis, 
which is certainly not recognized for income-tax 
purposes.’ 

At the instance of the SOLICITOR-GENERAL an 
amendment was made to clause 18 (5) with the 
object of streamlining the drafting, although that 
is not the only subclause which would benefit 
from such treatment. 


Clause 19: Unremittable Oversea Profit 


It will be remembered that to obtain the con- 
cession in respect of unremittable oversea profit 
under clause 19, the taxpayer must show not only 
that he is prevented from transferring the profit, 
but also that the currency in question has no 
recognized market here. Members on both sides 
of the House expressed concern at this second 
requirement and the ECONOMIC SECRETARY TO 
THE TREASURY expressed sympathy with their 
point of view and promised to look into the 
drafting again. 

SIR FRANK SOSKICE, a former Attorney-General, 
took the view that if income was unremittable 
for nine years and then the control was taken off 
in the tenth year, a taxpaying individual would 
have to pay sur-tax as though the aggregate 
income of the ten years all fell into one year. The 
ECONOMIC SECRETARY TO THE TREASURY implied 
' that it was the intention of the clause to allow for 
spreading but he clearly did not know whether 
this object was achieved or not.-What clause 19 (2) 
really means is perhaps anybody’s guess. It reads 
as follows: 

‘tọ (2). Where a person chargeable as aforesaid, 


after having given written notice of his desire to be 
assessed in accordance with this subsection, shows 
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to the satisfaction of the Commissioners of Inland 
Revenue that the overseas income is unremittable, 
then, in the first instance, no account shall be taken 
of that income and tax shall be assessed and charged · 
on all the persons concerned and for all periods 
accordingly; but, on the Commissioners of Inland 
Revenue ceasing, as respects any part of the income, 
to be satisfied that it is unremittable, such addi- 
tional assessments, reductions of assessments and 
repayments of tax shall be made as may be necessary 
to take account of it and of any tax payable in 
respect of it under the law of the territory where it 
arises, according to their value at the date when, in 
the opinion of those Commissioners, it ceases to 
be unremittable and may be so made at any time 
not later than six years after that date.’ 


The subclause does not say that the income is 
to be assessed on the remittance basis, and we 
should have thought, with respect to the learned 
ex-Attorney-General, that the income remained 
income of the several years in which it arose. 


-Indeed, that is the point of the closing words of 


the subclause which allow additional assessments 
to be raised up to six years after the income 
became remittable – clearly the ordinary six-year 
time-limit for additional assessments would 
normally be long past by then. 

A more justified criticism of the subclause is 
that it does not make clear how the sterling 
equivalent of the income is to be computed. True, 
the rate of exchange to be taken is that obtaining 
when the income becomes remittable, and this 
rate will also be applied to the oversea tax payable 
on the income. But when oversea income is com- 
puted on the arising basis, an adjustment is made 
for any change between the opening and closing 
accounting date in the rate of exchange in so far 
as it affects the sterling equivalent of the current 
assets. For instance, if a million ducats’ worth of 
stock is carried in the oversea territory, and ducats 
are devalued by a half during the year, the 
exchange loss is deducted from the sterling 
‘equivalent of the apparent profit. If a company 
in such a position opted to have clause 19 (2) 
applied, would it lose the benefit of this deduc- 
tion? On this point the subclause could hardly 
be more vague, but in our view the adjustment 
ought still to be made, since in theory at any rate 
the arising basis of computation is still being 
applied. 


Clauses 20 and 24 
The CHANCELLOR OF THE EXCHEQUER rejected 
a plea for the extension of clause 20. This clause 
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bos authors to spread their copyright royalties 
received within two years of publication, in the 
same way as they are now allowed to spread lump 
sums. The general question of spreading was 
being left to the Royal Commission. He devoutly 


hoped that they would report before next year: 


‘and then we can see what we can do in this 
direction’. 

. In the debate on clause 24, which removes the 
limit on unilateral relief, Ма MAUDLING revealed 
that this hard-fought concession will cost only 
some £3 million a year. It was also mentioned 
that negotiations for a double tax treaty with India 
were begun in 1949 and are still going on. 

A letter quoted by Mr Errort contained 
interesting disclosures about taxation in Spain. 
The quotation reads as follows: 

‘In Spain private persons in business pay an 
annual fixed sum which varies according to the size 
of the town where the business is carried on and 
to the nature of the business. The actual application 
of an assessed amount to each business is made by 
a sort of guild committee appointed for the pur- 
pose. This guild committee in turn takes its in- 
struction from a department of the national fiscal 
board who fix annually a round sum to be contri- 
buted by each class of business in each town or 
province.’ 

Clause 25: Excess Profits Levy 
Needless to say, nobody wanted to amend that 
part of clause 25 which terminates excess profits 
levy. Nevertheless, more heat was generated over 
this than over anything else. The levy was 
described as ‘a lamentable story of muddle, mis- 
calculation and confusion’. MR BUTLER pleaded 
that it had not been a complete waste of time, 
with. some emphasis on the word ‘complete’. He 
refused to say whether the profits tax rates were 
likely to be restored to their pre-excess profits 
levy height. 

A Government amendment to clause 25 (2) (а) 
makes the application of Section 52 of the Finance 
Act, 1952, optional. It has been found that this 
section sometimes increases liability, although its 
intention was to reduce it. 


Clause 28: Acceptance of Chattels in 
Satisfaction of Estate Duty 
Clause 28, which extends the Revenue’s power to 
accept, in satisfaction -of estate duty, objects 
which have been ‘ordinarily’ kept in certain 
buildings, was further extended in its scope by 
the deletion of the word ‘ordinarily’. It will still 
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be necessary for the Treasury to be satisfied that 
it is desirable that the object should remain 


‘associated with the building in question, before 


the clause can be applied. 


Clause 29: Stamp Duties 
An unsuccessful attempt was made to extend the 
concession which is made to local authorities by 
clause 29 (2). 


Clause 30: E.P.T. Post-war Refunds 

In the debate on clause 30, which was adopted 
unamended, it was revealed that post-war 
refunds of excess profits tax already made 
amounted to £263 million and that only {ro 
million was outstanding. The Advisory Panel 
dealing with this matter had advised that it should 
be wound up. The CHANCELLOR undertook to 
find out whether the reports made by the Panel, 
six in all, could be made public. 


Rejected New Clauses ` 
On Monday, after a brief debate on clause 32, 
dealing with the national debt, new clauses were ` 
proposed in respect of entertainments duty and 
purchase tax, but were rejected. 

At the beginning of last Tuesday's debate, а 
member proposed a clause exempting from 
Schedule D the profits of a trade carried on by 
a local community with voluntary unpaid labour, 
solely for the provision of local amenities. Resist- 
ing it, the ECONOMIC SECRETARY TO THE TREASURY 
said that the CHANCELLOR had referred the matter 
specifically to the Royal Commission on Taxation, 
which was about to embark on a general survey of 
charity exemptions. 

On a clause proposed by Mr G. P. STEVENS to 
amend the distribution provisions of the profits 
tax legislation, it was announced that the Royal 
Commission was considering this problem at the ` 
moment. 'The Millard Tucker committee on the 
tax treatment of superannuation provisions was 
also mentioned, in the course of the debate on 
another rejected clause. It was announced that 
the committee's report was in process of drafting. 

An unsuccessful attempt to lower estate duty 
rates on industrial buildings and plant brought 
forth the announcement that the CHANCELLOR 
proposed to conduct a review of the estate duty 
anomalies which now flourish, in particular those 
which have relation to Section 55 of the Finance 
Act, 1940. 
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CHEQUE ENDORSEMENT IS SUPERFLUOUS 


(Contributed) 


^T i is four years since a letter in this journal 

and a leading article commenting on it! drew 

attention to the considerable amount of work 
involved in the endorsement of cheques; to the 
large business, and of course to the banks them- 
selves, endorsements are a burden. The leading 
article suggested that a new instrument, which 
would be non-transferable and so would not need 
endorsement, might be provided as an alternative 
to the cheque as we know it. 

Since then the endorsement has been ex- 
haustively discussed. The Accountant’s comment 
was followed by an article in the Bankers’ 
Magazine and a series of articles in the Banker; 
in 1951 there were two articles in the Modern 
Law Review and another in the Bankers’ Maga- 
zine, while in the meantime a committee set up 
by the banks had examined the question and 
reported on it. Their report has not been pub- 
lished, although there has been some public 
comment on it. It may be of interest to review 
here the discussion which has taken place, a 
discussion which has probably not yet ended. 


The Purpose of Endorsement 

It has naturally been founded on an examination 
of the purpose of the endorsement. The Bills 
of Exchange Act, 1882, which codified the law 
of bills and cheques, treated the cheque as a 
special form of ‘bill of exchange, and this has 
resulted in the cheque occupying a rather 
anomalous position in banking law. It is an 
essential feature of the bill.of exchange that it 
should be negotiable —that it should give the 
transferee for value in good faith a title free of 
any defects in the title of his transferor. А bill 
of exchange ‘to order’ is transferred by endorse- 
ment; and the purpose of the endorsement is no 
more and no less than to pass the title in the bill 
to another. The transferee can have no title if 
there is no endorsement – and by Section 2 of 
the Act endorsement means endorsement com- 
pleted by delivery. 

Now it is common experience that only a very 
small minority of the cheques used today are in 
fact transferred by the payee to another; when 
such a transfer takes place it is usually because 
the payee has no banking account, rather than 
from any desire to ‘negotiate’, in the proper 
sense of the word. In the great majority of cases, 
when the payee endorses the cheque it is not to 


! See The Accountant, April 9th, 1949. 





negotiate it, but in order that his bank will accept 
it for his credit - and by Section 2 this is no 
endorsement at all. The bank wants the 'en- 
dorsement’ in order to obtain the protection of 
Section 82 of the Act (as collecting banker) and 
of Section 60 (as paying banker), for the handling 
of an unendorsed cheque would not be ‘without 
negligence’ or ‘in the ordinary course of business’. 


How it Works in Practice 

It is interesting to consider what purpose the 
endorsement serves apart from this somewhat 
arbitrary and negative protection of the banker. 
If Drawer issues a cheque, his main concern is 
that his debt shall be discharged by Payee receiv- 
ing the money -and it will be convenient to 
confine the discussion to crossed cheques: the 
risks inherent in the open cheque have already 
made it a minority instrument, and should not 
be lightly allowed to stop any desirable change 
in practice. When Payee gets the cheque he 
usually pays it into his account, the transaction 
is completed and all is well. T'he main danger 
is that the cheque will be stolen, either in the 
post or after Payee receives it but before he pays 
it in. If it is stolen before Payee has endorsed it, 
Thief will put on it what purports to be Payee's 
signature, and will either pay it into his own 
account, if he thinks it safe to do so, or will 
*negotiate' it to a trusting friend, whom we may 
here call Third Party. Usually, of course, Thief 
is a man of straw; when the theft is discovered he 
may disappear or he may go to jail, but the money 
has gone. Both paying and collecting banker are 
normally protected from the consequences of 
forgery, and the loss will fall on Third Party – 
unless, as may well happen, Drawer has already 
been debited and Third Party is not worth suing. 
In-any case the endorsement has served no pur- 
розе – for it must be remembered that neither 
paying nor collecting banker must, or indeed can, 
check that the endorsement is in fact the payee’s. 

If on the other hand, as may sometimes 
happen, Payee has endorsed the cheque before 
it is stolen, the position is altered: Thief now 
passing it to Third Party makes him, if he gives 
value in good faith, a holder in due course; and 
even if Drawer, hearing of the theft in time, stops 
the cheque, Third Party can sue him on it. It 
is doubtful whether many people issuing cheques 
have this admittedly remote possibility in mind; 
certainly the endorsement has served no good 
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purpose here either, except to the taker of the 
stolen cheque, whom most people would regard, 
prima facie, as having been rather foolish. in 
taking it. 

In fact, though, hundreds of cheques are re- 
turned daily for irregular endorsements, the pay- 
ing banker knowing that the Courts will not regard 
him as having acted in the ordinary course of 
business if he passes the irregularity. Here it 
must be considered that Thief is of all people 
the least likely to be careless in endorsing: he 
will be at pains to see that a cheque drawn to 
‘A. Payee’ is not endorsed B., C., or D. Payee. 
It has been suggested with some reason that an 
irregular endorsement raises a presumption that 
all is well; and if this is so it makes even more 
irritating the fact that a cheque incorrectly made 
out has to be incorrectly endorsed, although 
payee and collecting banker both know that the 
description of the payee is innocently wrong. 
The multiple stamp with which many large firms 
seek to forestall the carelessness of their many 
customers may run into a dozen or more mis- 
descriptions and still on occasion be found 
wanting. The dishonour of the cheque in such a 
case may be regarded as the reductio ad absurdum 
of the whole matter. 

It may be remarked in passing that the bearer 
cheque crossed 'account payee', which some 
large concerns (especially local authorities) now 
ask the drawer to 1ssue, does away with the need 
for endorsement and at the same time puts the 
onus on the collecting bank to see that the payee 
gets the money. А similar cheque crossed або 
‘not negotiable’ seems to be as nearly safe an 
instrument, from the drawer's point of view, as 
can be devised; and some of the banking writers 
have been seeking to combine freedom from 
endorsements with at least some degree of this 
almost complete security for the drawer. 


Proposals for Reform— 
The courses which have been proposed are two: 
a new instrument, and the abolition of the en- 
dorsement as such. The new instrument would 
be on the lines proposed in this journal in 1949; 


it would be used side by side with the orthodox. 


cheque, and in time might be expected to dis- 
place it. Its main virtue would be that it would 
not need legislation; its main defect, that for 
some years there would be confusion between 
cheque and new instrument, and thus little 
saving of work either for the public or the banks. 


To do away with the need for endorsements on- 


the other hand would produce the saving of 
work at once for the banks, and for the public as 
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soon as they cared to take advantage of the 
change. This second course in its entirety would 
need legislation, although a good measure of 
relief could be achieved by inter-bank indemni- 
ties. Increased security would come to the extent 
that either course encouraged the banker to 
accept for collection only cheques which were 
paid in to the account of the payee. 


—and Some Difficulties 
There has been much consideration of one 
difficulty, that of the endorsement-receipt which 
many businesses use: the withdrawal of this 
facility would, some bank writers have feared, 
be unpopular with their customers. Indeed, this 
point has been advanced as an argument in 
favour of the new instrument, which would leave 
customers free to use their existing form of 
cheque if they wished. The counter argument is 
that the customer could continue to ask his 


-clients to sign the receipt on the back of the 


cheque, and that most of them would still do so, 
the only change being that the banks would not 
have to ensure that the signature was there. The 
customer would thus be no worse off than if he 
asked for a conventional receipt and failed to 
get it. The objection is still there, of course, but 
it may be doubted whether many would regard 
it as a substantial one; it seems likely that the 
trading community, not by any means all of 


"whom use the endorsement-receipt procedure 


anyhow, would regard the saving in time and the 
possible increase in security as good compensa- 
tion for the loss of the banks' help in their own 
domestic book-keeping. 

It is obviously not possible — even if it were 
desirable — to cover all the ground of the endorse- 
ment discussion in an article of this kind. We 
have not here touched on, for example, the 
special position of the open cheque, and its 
‘endorsement’ when it is paid over the counter; 
there are many points of detail, especially in the 
abolition proposal, which the banking articles 
have been concerned with, but which would be 
of little interest here; and, of course, the banks 
will be concerned to see that any change which 
is eventually agreed will not leave them more 
exposed than ever to the somewhat chilly winds 
that blow around them in.the Courts. 

But from the point of view of the public there 
is obviously a case for change, and, on balance, 
abolition rather than new instrument seems to 
be the better one. It is comforting to know that 
in the banking discussion of the problem the 
security of customers is being considered as well 
as the purely legal questions involved. 
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MUTUAL MISTAKE IN CONTRACTS 


by T. J. 


the parties must be ad idem as regards all its 

terms. Mistake as to some fundamental 
matter – such as the identity of the other con- 
tracting party or the subject-matter of the con- 
tract — will prevent a contract from being formed. 

But in relation to mistake, the law draws 
certain distinctions. In the most recent case, the 
question turned on the effect of mistake on the 
part of both parties to a contract of sale as to the 
inherent characteristics or quality of the article, 
the subject-matter of the sale. In the case in 
question, Harrison © Tones Ltd v. Burten 
Lancaster Ltd ([1953] x All E.R. 903), a contract 
had been entered into for the purchase of a 
quantity of kapok under its trade description of 
Calcutta Kapok ‘Sree’ brand. Both the parties 
to the contract were under the impression at the 
time that the kapok was tree kapok and free from 
cotton, whereas in fact it was well known in the 
trade that that particular brand of kapok con- 
tained an admixture of cotton. The presence of 
the cotton rendered the kapok unsuitable for the 
machinery of the buyers, who accordingly sought 
to treat the contract as void by reason of the 
mutual mistake. The kapok delivered, however, 
complied with the trade description under which 
it was sold. The Court held, that as the goods 
were sold under their trade description and 
complied with that description, the mistake of 
the parties as to the characteristics or quality 
of the goods sold was inoperative to render the 
contract void. 


ЈЕ order that a contract should be constituted, 


The Bell о. Lever Bros Decision a Starting 
, Point 
In considering the principles governing the effect 
of mistake on contracts, one may take the decision 
of the House of Lords in Bell v. Lever Bros 
([1932] A.C. 161) as a useful starting point. 

In that case sums of money had been paid by 
way of compensation on retirement to the 
defendants under an agreement. After payment 
of the compensation, the plaintiffs discovered’ 
that the defendants had been guilty of breaches 
of duty which would have rendered their service 
agreements summarily determinable, and the 
defendants would have been liable to dismissal 
without compensation, a course of action which, 
according to the jury’s findings, the plaintiffs 
would have taken had they been aware of the 
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true facts. The plaintiffs claimed rescission of 
the compensation agreements and repayment of 
the sums paid. The judge of first instance and the 
Court of Appeal held that the agreement was 
void on the ground of a mutual mistake as to the 
legal relation between the parties, each party 
believing wrongly that the one was entitled to 
claim, and the other bound to pay, compensation. 
The House of Lords, however, by a majority 
held the action not to be maintainable, on the 
ground that the mutual mistake, if any, related 
not to the subject-matter, but to the quality of 
the service contract. According to this decision, 
therefore, it may be said that there will be 
operative mutual mistake, where the mistake 
turns upon the identity or otherwise of the subject- 
matter about which the parties believed them- 
selves to be contracting with the subject-matter 
as it was, when the true facts were known. 

Bell о. Lever Bros, it may ђе said, in one sense 
therefore affirms the distinction made in Kennedy 
v. Panama Steam Co (L.R. 2 Q.B., at p. 588) 
that 

ЧЕ there be misapprehension as to the substance 
of the thing, there is no contract; but if it be only 
the difference in some quality or accident, even 
though the misapprehension may have been the 
actuating motive to the purchaser, yet the con- 
tract remains binding'. 


Mistake as to Quality of Goods Sold 
Mistake as to the quality of an article which is 
the subject-matter of a sale, may be on the part 
of one of the parties, i.e. unilateral, or of both, 
ie. bilateral. Unilateral mistake as to quality 
will not affect the bargain, unless it was induced 
by misrepresentation or unless there is a breach 
of warranty, or unless the seller is aware of the 
buyer's mistake but realizes at the same time that 
the buyer is under the mistaken impression that 
he is being promised by the seller goods of a 
quality which the seller knows they do not 
possess. This is the basis, it seems, of the decision . 
in the well-known case of Smith v. Hughes ((1871) 
L.R. 6 Q.B. 597). 

Nor will bilateral mistakes as to the quality 
of an article necessarily render the contract void. 
Thus in Bell v. Lever Bros, Lord Atkin cited 
the instance where a picture was sold, both 
parties being under the impression that it was 
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the work of an old master, when in fact it was 
merely a copy. In such a case the contract would 
stand, and the buyer would have no remedy in 
the absence of misrepresentation or breach of 
warranty. Or again, if a tenant -agreed to lease 
an unfurnished house, which was to the land- 
lord’s knowledge uninhabitable, the tenant like- 
wise would have no remedy in the absence of 
misrepresentation or breach of warranty. In 
the view of Lord Atkin in Bell v. Lever Bros, 
mistake will not affect assent, unless it is the 


` mistake of both parties and is as to the existence of 


some quality which renders the article without that 
quality something essentially different from the 


-| thing it is believed to be. Or to paraphrase this 
.' expression of opinion, it would seem that mistake 
as to quality cannot be operative, unless it is an . 


essential term and condition of the bargain that 
the article should possess that particular quality. 


Interpretation of the Bell v. Lever Bros 
Principle 
On this point one may with advantage refer to 
the judgment of Denning, L.J., in Solle 9. 
Butcher ([1949] 2 All E.R. 1107), as to the correct 


' interpretation of Bell v. Lever Bros. In his view · 


once a contract had been made, once the parties, 


.. Whatever their inmost states of mind, had to all 


outward appearances agreed with sufficient cer- 
tainty in the same ternis on the same subject- 
matter, then the contract was good, unless and 
until it was set aside for breach of some condition 
expressed or implied in it or for fraud or on some 
equitable ground. Neither party could rely on his 
own mistake to say tt was a nullity from the 
beginning and no matter that the other party 
knew he was under a mistake; a fortiori, if the 
other party did not know of the mistake but 
shared it. 


In Solle v. Butcher, property had been recon- 
-structed and let out to tenants. The particular 


tenant and the landlord had discussed between 
themselves the question whether the flat had 
been taken out of control by reason of an altera- 
tion of its identity as the result of the recon- 
struction, and both had assumed such to be the 
case. The tenant, however, later instituted pro- 
ceedings successfully to have the standard rent 
of the flat fixed, so that the assumption of the 
parties as to the status of the premises in relation 
to the Rent Ácts was proved to be wrong. The 
landlord thereupon sought rescission of the lease, 
on the ground of mutual mistake. The Court of 
Appeal held that, by reason of the mutual mis- 
take, the landlord was entitled on equitable 
grounds to have the lease set aside. 
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inciple of Equity in relation to Mistake. 

Equiiy, moreover, will intervene in. cases of 
mistake. The Court has the power to set aside a 
contract, whenever it would be unconscientous 
for the other party to avail himself of the legal 
advantage which he has obtained. Thus a con- 
tract will be set aside if the mistake has been 
induced by a material misrepresentation of the 
other party, even though it was not fraudulent 
or fundamental, or if one party, knowing that 
the other is mistaken about the terms of an 
offer or the identity of the person by whom it 
is made, lets him remain under tbat delusion 
and conclude a contract on the mistaken terms, 
instead of pointing out the mistake, which 
appears to be the ground on which the defendant 
in Smith v. Hughes was exempted, and on which 
the contract in Lindsay v. Cundy (3 А.С. 459), 
and the lease in Fowler v. Potter, was held to be 
voidable and not void. А contract is also liable 
in equity to be set aside if the parties were under 
a common misapprehension either as to the facts 
or as to their relative and respective rights, 
provided that the misapprehension was funda- 
mental, and the party seeking to set it aside was 
not himself at fault. 


Contract Voidable where Mistake as to Quality 
Where there is mutual mistake as to the quality 
of an article, the subject of a sale, the contract is 
not void ab initio but is merely voidable. 

Thus in Leaf v. International Galleries ([1950] 
1 All E.R. 693), a picture of Salisbury Cathedral 
had been sold, both buyer and seller being under 
the mistaken impression that it had been painted 
by Constable. The picture, moreover, had been 
represented as a painting by Constable, the 
representation constituting a term of the con- 
tract. Several years after the discovery of the 
mistake it was sought to set aside the contract, 
but the Court held that the right to reject, by 
reason of the lapse of time, had been lost. The 
Court pointed out that a fundamental mistake as 
to the quality of the subject-matter of a sale 
did not necessarily avoid a contract. The quality, 
however, might constitute a term of the contract, 
which could be in the nature of either a warranty 
or a condition. In the former case there would be 
merely a right to damages; in the latter the right 
to avoid the contract. But although. the quality 
in Leaf's case was considered by the Court to 
constitute a term of the contract, yet owing to 


‘the lapse of time the right to reject and thus to 


avoid the contract, was for that reason no longer 
exercisable, so that the buyer accordingly was 
relegated to his remedy in damages. 


r 
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THE ACCOUNTANCY OF J. M. KEYNES 


by M. STRIKER, B.Sc.(Econ.), F.C.A., A.C.W.A. 


into the language of accountancy the views 

on income contained: in Keynes’ General 
Theory of Employment, Interest and Money} 
(pp. 23 and 24 and pp. 52-61), which is regarded 
as the most important work on economics of the 
past hundred years. 

The following are the special terms employed 
by Keynes: 

Factor cost. The amounts paid to the factors of 
production for their services. I presume that this 
means rent, wages, interest and salaries. 

User cost. This consists (а) of purchases from 
other business men. Although not stated in the 
text, this appears to include items such as light, 
heat, power, advertising and sundry expenses; 
and (b) of the sacrifice incurred by employing 
equipment instead of leaving it idle. We, as 
accountants, know that depreciation is the diminu- 
! Macmillan & Co Ltd, London. 12s 6d net. 


I: this article I shall endeavour to translate 


tion in value of fixed assets arising from a variety of 
reasons including use and effluxion of time. An 
analysis of the depreciation must be made. The 
diminution from use is included in user cost 
while the diminution from effluxion of time 
comes under another heading. 

The whole concept of user cost is extremely 
involved because equipment includes stocks of 
finished and unfinished goods (p. 52). 

Supplementary cost. This includes the remainder 
of the depreciation, i.e. that arising from effluxion 
of time. It would also seem to include an item 
such as reserve for obsolescence and all other 


‘losses that can be reasonably foreseen. 


Windfall losses. Losses that cannot be anticipated 
or foreseen — losses arising from a catastrophe and 
exceptional obsolescence, i.e. windfall losses, are 
disregarded in calculating net income (p. 57). 

Let us assume that the following are the 
accounts of a representative concern: 


OPENING STATEMENT OF AFFAIRS 





Capital 20,000 
Loan account 10,000 
£30,000 





MANUFACTURING AND PROFIT AND Loss ACCOUNT 
FOR THE YEAR ENDED DECEMBER 3157, 19- 








To Stock as at ee 1st, на 10,000 
» Purchases 109,000 
» Wages 80,000 
» Power... 5,000 
„ Gross profit с а. 17,000 

£212,000 
£ 

To Rent m 1,000 
, salaries 5,000 
» Depreciation i 1,250 
,, Amortisation of lease 1,000 

., Reserve for obsolescence 1,000 
» Light and heat .. 500 
, interest . 500 
, Uninsured loss from fire 1,000 
„ Advertising . T Wa 500 
„ Other expenses .. A £e m 1,500 
„ Net profit 3 zx i es 3,750 

£17,000 








£ 
Plant 10,000 
Lease . 10,000 
“Stock 10,000 
£30,000 

£ 
By Sales. 200,000 
» Stock as at December 31st, 19- | 12,000 
£212,000 

| £ 
By Gross profit b/d.. 17,000 
£17,000 
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759: 
BALANCE SHEET AS AT DECEMBER 3157, 19- 
Capital as at January 1st .. £20,000 Á Plant at January 1st {£10,000 Á 
Add Net profit .. - 750 Additions .. T 5,000 
DEA 23,750 
Loan account | 10,000 ] 15,000 
Reserve for obsolescence 1,000 Less Depreciation 1,250 
—— 13,750 
Lease at January 1st 10,000 
Less Amortisation 1,000 
9,000 
Stock 12,000 
£34,750 434,750 


Assumed: (а) No drawings by the proprietor of 
the business; (b) no opening or closing creditors 
other than loan account; (с) no opening or closing 
debtors and no opening or closing cash in hand 
or at bank. 

How does the economist arrive at income? He 


adds (p. 52) to sales the closing equipment and: 


deducts the proportion of the opening equip- 
ment used up during the period together with 
purchases, which is an 3tem designed to include 
light, heat, power, advertising and other expenses. 
He also deducts depreciation from use and 
factor cost, i.e. rent, wages, interest and salaries. 
This gives what he calls gross profit. (Equipment 
includes stocks of finished and unfinished goods.) 

From the gross profit the supplementary 
expenses are deducted to give net profit. Windfall 
losses are not deducted to arrive at net profit 


(p. 57). Prime cost consists of factor cost plus 
user cost, ie. of rent, wages, interest, salaries, 
purchases, light, heat, power, advertising, sundry 
expenses and depreciation from use, but not 
from time. Gross profit ‘in the ordinary sense of 
the term — which agrees with common sense’ 
(pp. 53 and 54) is equal to sales less factor cost 

less user cost. ‘Income thus defined is a 


. completely unambiguous quantity’ (p. 54). 


Assuming that of the depreciation – [1,250 — 
£750 arises from use and £500 from е ихіоп of 
time, let us now prepare a Keynesian profit and 
loss account based on the same (imaginary) 
figures. А profit and loss account is not given in 
the text and І have drawn up this account on the 
information given as I understand it. This 
account constitutes my personal interpretation 
of the author's views on page 52. 


KEYNESIAN PROFIT AND Loss ACCOUNT FOR THE YEAR ENDED DECEMBER 3IST, 19- . 











Factor Cost £ £ 
Rent ab E 1,000 
Wages 80,000 
Interest .. 500 
Salaries .. 5,000 
—— 86,500 
User Cost 
Purchases 100,000 
Power = 5,000 
Depreciation from use 750 
Light and heat . 500 
Advertising 500 
Other expenses T 1,500 
Amortisation of lease .. у 1,000 
Opening stock .. Se .. 10,000 
119,250 
Less Closing equipment: 
Plant £13,750 
Lease 9,000 
Stock 12,000 
34,750 
84,500 
Gross profit c/d 29,000 
£200,000 


Sales .. £200,000 


Prime cost 


£200,000 
m тета neon 





160; 
Supplementary cost £ 
Depreciation from effluxion of 
time .. M - 5 500 
Reserve for obsolescencé ' 1,000 
— 1,500 
Net profit 27,500 
£29,000 
Notes. 
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Gross profit b/d 29,000 





£29,000 


= 


(а) The uninsured loss from fire £1,000 has been excluded because it is a windfall loss. 
(5) Instead of adding closing о to sales, I have deducted it on the debit side in order to arrive at 


user cost and prime cost. 


Some authorities might debit to the profit and 
loss account purchases of plant, „5,000, and 
exclude depreciation, £250, charged in respect of 
such plant. (I have assumed the rate of de- 
' preciation to be то per cent per annum.) This 
would then give a net profit of £22,750. To 
. arrive at the net profit per the manufacturing 
and profit and loss account, £3,750, it would be 
necessary also to debit the lease at January ist, 
£10,000, plant at January 1st, £10,000, uninsured 
loss from fire, £1,000, and to exclude the re- 
mainder of the depreciation, {1 poa and amortis- 
ation of lease, (£1,000. 


: Alternative Interpretations 
It may be, of course, that the Keynesian defini- 


tion of income should not be interpreted in. 


terms of a profit and loss account and that what 
the author had in mind was a capital statement 
in which he desired to arrive at net profit by 
taking the difference between the capital at the 
beginning of the period and the capital at the 
end of the period. If this is so, it is difficult to 
understand why sales and purchases are brought 
into the computation. 

Alternatively, Keynes may have been endeav- 
ouring to arrive at net profit by deducting from 
the sales plus closing assets, the opening assets 
plus total expenditure, including capital expendi- 
ture. This would give the correct net profit, but 
it is highly ingenious and it is not surprising that 
no less an authority than Professor Hicks should 
refer to the Keynesian definition of income as 
*peculiar'.! 

Am I not.right in saying that the economist 
is still governed by single entry concepts of 
accountancy? Does he not, in his writings on 
income, fail to distinguish between capital 
expenditure and revenue expenditure, and, 
indeed, between debit and credit? 


Keynes and Income Tax 
The unrealistic approach of economists to the 
1 Seo Value and Capital, Hicks, at page 285. 


question of income is also shown by the references 
to income-tax. Thus from page 59 it would appear 
that the economist is under the impression that 
his definition of income gives a result which 
*broadly speaking' is the same as 'the practices 
of the Income Tax Commissioners’. Again, 
from page 58 it would appear that the economist 
thinks that capital allowances given in respect of 
wear and tear of plant are. the same each year. 
Such capital allowances may be the same each 
year; but usually, of course, they are not. In any 
case, according to pages 23, 52 and 53, user cost 
would appear to include materials consumed; 
whereas on page 58 where the reference is made 
to the Inland Revenue Authorities, it would 
appear to be employed in the sense of deprecia- 
tion of plant. I am not aware that the Inland 
Revenue gives capital allowances on materials 
consumed. - 

The definition of working capital is also 
unrealistic. It is defined (p. 52) as ‘stocks of 
unfinished goods’. The term is, of course, used 
in a broader sense in practice and, today, it has 
legal significance because it is a matter to be 
specified in a prospectus. (See Companies Act, 
1948, Fourth Schedule, Part I, paragraph 4.) 

According to Keynes (p. 60), his ‘definitions of 
income and of net income are intended to conform 
as closely as possible to common usage’. 

The report of the Carr-Saunders Committee 
on Education for Commerce, 1949, drew atten- 
tion (on p. 53) to text-book inaccuracies and 
charitably suggested that books must be kept 
up to date. In 1953, I am not aware that there 
has been any signal improvement. 

I am forced to conclude, particularly from the 
accountancy of J. M. Keynes, that there is, in 


- economic theory, a lamentable ignorance of the 


facts of economic life and that views divorced 
from reality can be foisted upon the community. 


‘It therefore behoves the accountant to regard with 


profound suspicion the literature of theoretical 
economics. 
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THE COMPANY PROSPECTUS 


LIABILITY FOR FALSE AND MISLEADING STATEMENTS 
by BARRY PINSON, LL.B. 
This article is intended primarily for students 


HE persons responsible for the preparation 
and issue of a prospectus must take great 
care to ensure: 

(1) that the prospectus contains no untrue 
statement or any statement which is mis- 
leading; and 

(2) that the prospectus complies with the 
provisions of the Companies Act, 1948, 
requiring the disclosure of .certain in- 
formation. 

The following notes summarize, without 
elaboration, the rights of a person who takes 
shares from a company on the faith of a pros- 
pectus which is deficient in either of these 
respects. 
The General Law 
Every student of contract law will be familiar 
with the distinction between innocent and 
fraudulent misrepresentation, and with the 
principle that any person who is induced to 
enter into a contract through some misstatement 
of a material fact is entitled to rescission of the 
contract. He will know also that a person who, 
in addition to proving the falsity of the statement, 
сап also establish that the statement was made 
fraudulently, is entitled to damages in tort for 
deceit. These are the first remedies to be con- 
sidered. 

Тће Action for Rescission 
When shares are allotted, a contract comes into 
existence between the allottee and the company. 
Any right to rescind must therefore be exercised 
against thé company by the allottee, not by a 
purchaser of the shares from the allottee, for such 
a person would not be a party to the original 
contract with the company. Ап allottee who 
alleges that the prospectus contains some false 
or misleading statement will not straightway 
commence proceedings against the company: 
he will ask to be released of his shares, to have 
his money refunded and to have his name 
removed from the register of. members; then if 
the company does not admit liability, he will 
commence an action for rescission. 

To succeed in an action for rescission the 

plaintiff must satisfy the Court: 

(a) that the statement complained of was made 
by or on behalf of the company (e.g. that 


the prospectus was issued by, or adopted 
by, the directors as agents of the company); 

(b) that it was false; 

(c) that it was a statement of fact of some 
materiality, not a trivial or inconsequential 
error or some highly coloured expression 
of hope for the future; 

(d) that the allottee was induced to subscribe 
for the shares as a result of the false 
statement. À person who is not influenced 
‘by the prospectus, or e.g. an underwriter 
who relies solely on the ‘names’ of the 
directors, is not entitled to claim res- 
cission (Baty v. Keswick [1901], 85 L.T. 18). 

The right of rescission is a qualified right and 

will be lost if it is not exercised ‘with extreme 
promptness' after discovery of the false or mis- 
leading statement. It will also be lost if the 
allottee, after discovering the truth and before 
commencing proceedings, does anything which 
amounts to an affirmation of the contract, e.g. 
if he attends meetings of the company or accepts 
dividends. Moreover, the right will be lost if the 
company goes into liquidation before he com- 
mences proceedings. ` 


'The Action for Deceit 


An allottee who is able to establish that the 
statement which induced him to apply for the 
shares was made fraudulently is entitled to claim | 
damages from the person or persons responsible 
for the fraud. But he cannot retain the shares 
and claim damages (Houldsworth v. City of 
Glasgow Bank (1880), 5 App. Cas. 317). 

To succeed in an action for fraud the plaintiff 
must prove, in addition to the matters mentioned 
above, that the defendant 

‘made the untrue statement either knowing it to 

be false or without belief in its truth, or recklessly, 

not caring whether it be true or false’ (Derry v. 

Peek (1889), 14 App. Cas. 337). 

This burden of proof is not easily discharged, for 
the Court willallowia charge of fraud only where the 
evidence in support of that charge is clear beyond 
all reasonable doubt. In the nature of things, 
the average shareholder will have not the slightest 
idea what was in the mind of the directors when 
they issued the prospectus; yet, from a practical 
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point of view, such knowledge is essential for 
success in any action for damages for fraud. It 
was the difficulty of proving fraud and the соп- 
sequent inadequacy of this remedy which led 
to the passing of The Directors’ Liability Act, 
1890. This Act, which is now represented by 
Section 43 of the Companies Act, 1948, must 
now be considered. 


Statute Law 

i. Civil liability. Where a prospectus invites 
persons to subscribe for shares, certain persons 
(directors, promoters, etc.) are now under a 
statutory liability to pay compensation to all 
those who subscribe for shares on the faith of 
the prospectus for any loss or damage they 
sustain by reason of any untrue statement 
(Companies Act, 1948, Section 43). For the 
purposes of this section, a statement is deemed 
to be untrue if it is misleading in the form and 
context in which it is included (ibid., Section 46). 
The plaintiff, it will be noticed, is not required to 
prove that. the defendant or defendants made 
the untrue statement 'knowing it to be false', i.e. 
fraud. in the common law sense. Once he has 
established that the statement was untrue, the 
onus then lies on. the defendant(s) to disclaim 
liability by establishing one of the statutory 
defences, e.g. that the defendant had reasonable 
ground to believe that the statement was true. 


Experts. Prospectuses reproduce statements or 
reports made by accountants, valuers and other 
experts. Provided that the expert has given his 
consent to the inclusion of the statement, as 
required by Section 40 of the Act, that the 
statement (or report) is accurately reproduced 
and that the director or other person sued had 
reasonable ground to believe that the expert 
was competent to make the statement or report, 
the director (or other person sued) will incur no 
liability if the statement is found to be untrue. 
Indeed, before 1948, the expert himself was 
ordinarily under no liability to the shareholder 
for any false statement which he made. His 
liability was to the company, his employer, for 
any loss or damage suffered by the company as a 
result of his negligence or fraud. Often, however, 
the company was unable to prove any loss or 
damages, for the company had received the 
subscribers’ money. 

Now, however, as a result of the recom- 
mendations of the Committee on Company Law 
Amendment (Ста. 6659), an expert is liable 
to the subscribers for any untrue statement made 
by him, unless he is able to show that he had 
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reasonable ground for believing that the state- 
ment was true up to the time of allotment 


(Section 43 (3)). 


Measure of damages and compensation. "ће 
measure of damages in an action for deceit, and 
the measure of compensation in proceedings 
under Section 43 of the Companies Act, 1948, 
is the difference between the price paid for the 
shares by the plaintiff and their real value at 
the time of allotment. 


2. Criminal liability. Under the law as it stood 
before 1948, a prosecution for the issue of a 
false prospectus was normally brought under 
Section 84 of the Larceny Act, 1861. This 
section imposed on the prosecution the onus of 
proving, not merely the falsity of the statement 
complained of, but also the guilty knowledge of 
the directors that the statement was false. Now, 
as a result of recommendations made by the 
Committee on Company Law Amendment, a new 
offence is created by. Section 44 of the Companies 
Act, 1948. This requires the prosecution to 
prove only the falsity of the statement. The onus 
then lies on the director to establish that he had 
reasonable ground for believing, and did up to 
the time of issue of the prospectus believe, that 
the statement was true. It is also a defence to 
show that the statement was immaterial.t 


Failure to Disclose Statutory Information | 
Section 38 of the Companies Act, 1948, requires 
that every prospectus issued by or on behalf of a 
company, or by or on behalf of any person who 
is or has been engaged or interested in the 
formation of the company, shall state the matters 
specified in Part I of the Fourth Schedule of the 
Act and set out the reports specified in Part II 
of that Schedule.? 

The Act does not say what liability is incurred 
if this obligation is not complied with. It merely 
tells us when a director or other person 
responsible for the prospectus shall not be liable 
for a contravention or non-compliance with the 
section; Section 38 (4). Probably such a person 
could be sued for damages for breach of statutory 
duty. 

1 The following Acts also impose criminal liability in 
respect of certain matters connected with the issue of 
prospectuses: Larceny Act, 1916, Section 32 (obtaining by 


false pretences); Prevention of Fraud (Investment) Act, 
1939; Companies Act, 1948, Section 438. 

* In connection with this section and with other aspects of 
the law relating to prospectuses, not within the scope of 
this present article, the student is referred to the lecture 
by Sir Sam H. Brown entitled “The company prospectus: 
the lawyer’s approach’, feproduced in The Accountant of 
February oth, 1952. 
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NORTH AMERICAN COMMENTARY -XLII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.), 
; Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, April 
Public Accounting, and the Best Brains 
ITH average monthly salaries of $308 
in manufacturing companies and $334 
\ | for engineering graduates, says the 
editorial, competition for accounting graduates is 
likely to be keener. It sees signs that the business 
schools where accounting is taught are not 
attracting their fair share of the best brains. In 
an average of 4,000 tests given college students 
as basis for deferment of military service, 
students in business and commerce are said to 
have ranked near the bottom. With the rapidly 
increasing demand for its services the accounting 
profession may find a progressively greater short- 
age of qualified men. It is suggested that to divert 
the best brains to the profession, the general 
confusion of professional accounting with book- 
keeping will have to be overcome. 


Accounting for Stock Options 

As reported last month in these columns!, Bulletin 
37 of the American Institute of Accountants has 
been amended to provide for valuation of the 
cost to the employer of stock options given to 
employees, on the basis of the excess of the fair 
value over the option price, at the date on which 
the option is granted. ‘The Securities and Exchange 
Commission has announced its preference for 
the old basis, the date when the grantee has met 
all the conditions for exercising the option. Pending 
its final decision, the S.E.C. invites the submission 
of views by interested persons. The editorial 
urges it to follow its normal practice of leaving 
the responsibility for development of sound 
accounting on the shoulders of the profession. 


Accounting Review, 
Menasha, Wisconsin, April 
Quick Calculation of Straight-line 
-` Depreciation 

A speedy way of calculating straight-line depre- 
ciation for a group of assets is illustrated by Pro- 
fessor A. B. Carson, of the University of Cali- 
fornia. A basic date is determined for calculation 
of all group depreciation. At the date of acquisi- 





See The Accountant May 23rd, 1953, at page 614. 


tion of each asset its ‘cost factor value’ (C.F.V.) 
is calculated on the basis of actual cost plus or 
minus (as the case may be) the product of the 
monthly depreciation and the number of months 
between the date of acquisition and the basic 
date – e.g. cost on March ist, 1946, $3,600; 
basic date, January ist, 1947; life, 15 years; 


C.F.V. will be $(3,600 — = 


since the life is 180 months and the basic date 
10 months after the date of acquisition. The total 
accumulated depreciation provision required on 
all the assets in the group, at any date, will be 
found by adding to the difference between the 
aggregate cost and aggregate cost factor values 
the product of the number of months since the 
basic date and the total monthly depreciation. 
Records on this basis lend themselves to machine 
tabulation and, since the elapsed period factor is 
the same for all assets in the group, the results 
can be speedily obtained. The necessity for a 
detailed record of past write-offs for each asset 
is avoided. 


X 10) Le. $3,400 


The Controller, 
New York, April 
Investing Pension Funds 

Mr W. C. Dunn, assistant vice-president of The 
Winters National Bank and Trust Co, Dayton, 
Ohio, tells how the growth of large pension plans 
was enhanced by the decision of the Steel In- 
dustry Board in 1949, endorsing the establish- 
ment of private pension plans to supplement the 
Federal Old Age and Survivors system. He 
points out the change in pattern today from the 
early predominance of investment in United 
States Government bonds. He quotes a probable 
broad classification as public securities 25 per 
cent, corporate bonds 45 per cent, mortgages 
and real estate 20 per cent, preferred and common 
stocks 10 per cent, but says that in many cases 
the common stocks percentage may run as high 
as 20 per cent. The General Electric Pension 
Trust, with $365 million assets, growing at 
over $60 million a year, inaugurated a policy of 
investment in common stocks in 1950, says 
Mr Dunn. A proportion of each contribution, he 
thinks about one-third, 15 invested in common 
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stocks ranged over fifteen categories. He reports 
that New York State now permits up to 35 per 
cent of legal trust investments to be in common 
stocks. Practice, however, varies widely. While 
the pension fund of the American Telegraph and 
Telephone Co, one of the largest and first to be 
founded, has no common stocks in its portfolio, 
the Sears Roebuck fund owned 5,619,818 shares 
of Sears Roebuck stock at December 31st, 1951, 
representing 23:8 per cent of the total shares 
outstanding, plus $85,322,256 in cash and other 
securities, making a total fund of $400,032,065. 


The Canadian Chartered Accountant, 
Toronto, April 
Revision of the Companies Act of 1934 

А special committee of the Canadian Institute of 
Chartered Accountants publishes its report on 
revision of the Companies Act, 1934. An earlier 
draft of the report was submitted last June to 
each of the ten provincial Institutes, and views 
and criticisms have been expressed by account- 
ants in all parts of Canada. The recommendations 
include the elimination of all surpluses except 
earned surplus (retained profits) and contri- 
buted surplus (e.g. share premiums). It seems 
strange that, on the question of the abolition of 
the right of companies to credit to a distributable 
sürplus up to 25 per cent of the proceeds of issue 
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of no par value shares, the committee was 
apparently not unanimous. Yet this extraordin- 
ary provision makes it possible so to set aside, 
in the case of such shares issued in payment for 
the purchase of a going concern, such further 
part of the consideration as does not exceed the 
unappropriated balance of realized net profits 
of the going concern immediately before acquisi- 
tion. While the majority of the committee con- 
siders there is no sound reason for this, they 
recommend safeguards in case it is to be con- 
tinued. It is also to be noted that no reference is 
made to the desirability of requiring the pub- 
lishing of a holding company's own balance 
sheet as well as a consolidated balance sheet. 
At present either may be published and appar- 
ently this is to continue. The committee makes 
no recommendation for compulsory publication 
of comparative figures, regarding the matter as 
contentious. It recommends that removal of 
the auditors during their year of office shall 
require a two-thirds vote of shareholders at a 
special meeting called for the purpose. А new 
provision recommended is on the lines of the 
Ontario. Act, two or more companies with similar 
objects being allowed to amalgamate and con- 
tinue as one company on a two-thirds majority 
vote of each. The effect would be to permit a 
merging of interests without eliminating the 
accumulated profits of the separate companies. 


WEEKLY NOTES 


The Crown а ‘Person’ for 
'Tax Purposes 
A novel argument against the raising of a balancing 
charge was advanced in Boarland v. Madras Electric 
Supply Corporation (The Times, June 195). The 
company sold all its undertaking in August 1947 to 
the Madras Government, which was conceded for 
the purposes of the case to be a branch of the Crown. 


The plant and machinery was valued at over £14. 


million and prima facie a balancing charge of some 
£850,000 fell to be made for 1947—48, the company’s 
final year. This would be so if the ‘cessation pro- 
visions' applied by virtue of Rule r1 (2) (as amended) 
of Cases I and II, Schedule D, Income Tax Act, 1918. 
Now Rule 11 (2) applies only if ‘апу person... 
succeeds . . .' to the trade. There was clearly а suc- 
cession but the company contended that there was 
no person who succeeded because, in the context, 
*person' cannot mean the Crown, since the Rule con- 
templates one taxpayer taking over a business from 
another taxpayer, and the Crown is not subject to tax. 
Accordingly, Rule 11 (2) did not apply; Rule 9 did 
apply, and the sale in August 1947 did not fall into 
the basis period of any year for which the company 


could be assessed to tax in respect of the undertaking. 
Consequently no balancing charge could be made. 
'The Appeal Commissioners accepted this conten- 
tion. 

It was contended on behalf of the Inspector that 
the Crown, being a corporation sole, is a person by 
virtue of Section 19 of the Interpretation Act, 1889. 
Its exemption from tax was quite independent of 
whether or not it was ‘a person’. Mr Justice Upjohn 
allowed the appeal, reversing the Appeal Commis- 
sioners’ decision. 

Incidentally, if clause 17 (1) (10) of the Finance 
Bill becomes law, the words ‘any person . . . suc- 
ceeds’ will be replaced by 'there i is a change i in the 
persons carrying on any trade . 

Excess Profits Levy and War Damage 
Interest 
Accrued interest which is to be анакай іп the pro- 
posed settlement on October 1st, 1953, of outstanding 
claims under the Business Scheme of Part II of the 
War Damage Act, 1943, will rank for tax purposes as 
income arising on the day when it becomes payable. 
The Financial Secretary to-the Treasury stated this 
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in the House of Commons last Monday. He added 


‚ that as the proposed date fell in the excess profits levy 


'» period, a claimant in the scheme who was liable to 
the levy could elect to have payment of compensation - 


' and interest deferred until January rst, 1954, thus 


taking it out of the scope of the levy. This election has 


· to be made by letter to the Board of Trade Insurance 


and Compensation Department, Lacon House, Theo- 
bald's Road, WCr, not later than August 31st next. 
Even if the claimant's accounts are made up to some 
date other than December 31st, the election will 
secure the exclusion of all the interest from the com- 
putation of his excess profits levy liability. 


National Insurance: Government Áctuary's 
Report | 


· The Government Actuary’s third interim report on 


the operation of the National Insurance Acts has 
been published? and covers the year ending March 
3181, 1952. The precise number of the insured popu- 
lation is not known but it is estimated that contribu- 
tions were payable in 1951 in respect of twenty-four 
million persons. Income from contributions, includ- 
ing the employers’ share, was £376 million. As 
regards pensions, the report stresses that the scheme 
is running at a loss, although for the next few years 
income will exceed expenditure. This is because of the 
deliberate decision to pay retirement pensions (sub- 
ject to a waiting period) to persons coming into na- 
tional insurance for the first time in 1948, and to pay 
the full rate of pensions to persons qualifying shortly 
after the start of the new scheme. As a result, only 
5 per cent of current pensions is covered by past 
contributions. 


Alleged Conspiracy to Defraud the Revenue 
At the South-western Magistrates’ Court on June 
17th, a conspiracy to defraud the Inland Revenue was 
alleged. According to The Times of June 18th, 
Frederick George Giffard Lewis, of Ravenslea Road, 


: Balham, SW, and Gustave Victor Messenger, of St 


John's Hill, Battersea, SW, were charged with con- 
spiring with Arthur Herbert Remington and other 
persons unknown to cheat and defraud the Com- 
missioners of Inland Revenue of moneys due in 
respect of the profits of a photographer’s business 
carried on by Remington, by false statements relating 
to the capital position and sources of capital of 
Remington. 

Mr С. Р. Aarvold, for the prosecution, stated that 
in 1950, Remington, who had been a beach photo- 
grapher at seaside resorts, told Measenger that he was 
in trouble with the Inland Revenue. Messenger told 
him he knew of a firm of accountants who would help 
him and they met Lewis at Messenger’s office in 
London. It was alleged that at that meeting it was 
discovered that Remington had {£24,000 in three 
separate bank accounts which had not been disclosed 


! See ‘In Parliament’ at page 778 of this issue. 
1 H.M.S.O. ба net. 
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to the Revenue. There was also a mixed account of 
some £20,000. Counsel alleged that the three decided 
that the accountant firm of which Lewis was the chief 
clerk should take over Remington’s tax affairs and 
that Remington should ‘lose’ the £24,000 by drawing 
three cheques in favour of Messenger, who would 
hold the money until the matter had been disposed 
of. The £20,000 would be accounted for as represent- 
ing betting gains and the proceeds of the sale of 
diamond rings. It was further alleged that Lewis 
drafted a reply to inquiries made by the Revenue and 
persuaded Mr and Mrs Remington to sign a com- 
pletely false declaration. Later Remington consulted 
a firm of solicitors and made a complete disclosure to 
the Revenue. 
The hearing was adjourned. 


Historic Buildings and Ancient Monuments 
Bill 


As reported in The Accountant on May 23rd, the 
Government has undertaken to spend some money 
on the preservation of historic houses. The necessary 
Bill has now been published. Clauses 1, 2 and 3 
provide for the setting up of historic buildings 
councils for England, Scotland and Wales respectively, 
with paid chairmen. Clause 4 empowers the Minister 
of Works to make grants towards the repair and main- 
tenance of buildings which appear to him to be of 
outstanding historic or architectural interest, likewise 
towards the upkeep of land occupied with them and 
the repair and maintenance of objects ordinarily kept 
in them. Grants will normally be made on the advice: 
of the appropriate historic buildings council and will 
be subject to such conditions as the Minister may 


impose. No doubt one condition will be that the” 


public should be allowed reasonable access. No limit 
18 laid on thé grants but the memorandum accompany- 
ing the Bill says that initially the expenditure 
under clause 4 will be of the order of {£250,000 
a year. | Р | 

Under clause 5 (1) the Minister may acquire such 
buildings and land, either by purchase, lease, or gift. 
Under clause 5 (2) he may similarly acquire objects 
which have ordinarily been kept in a building which 
is of the kind mentioned above, or in which the 
National Trust holds an interest. In each case the 
Minister must first consult the appropriate historic 
buildings council unless there is special urgency. He 
may make such arrangements for the management and 
custody of the property, and for its eventual sale, as 
he thinks fit. Clause 6 empowers him to make grants 
to local authorities and the National Trust to enable 
them to acquire similar buildings. By clause 7 his 
expenditure under clauses:5 and 6 is to be met by 
transfer out of the National Land Fund. It is expected 
to amount to £500,000 in the next five years. Clause 6 
empowers the Minister to accept maintenance endow- 
ments for particular properties and makes ad hoc 
amendments to the rules of equity to facilitate this. 
The Bill also lays down amended procedure for the 
protection of ancient monuments. 
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он Productivity Report 


In its report, published last Monday, the ammunition 
team which visited the United States early last year 
under the auspices of the former Anglo-American 
Council on Productivity, states that it was rather 
-hampered in its investigations by the stringent 
. security regulations of that country. Only limited 
figures of actual costs were seen and systems were 
only glanced at. The modus operandi, however, seems 
broadly to have been to subdivide the contract price 
into its constituent components at operation stages 
and to use these figures as a yard-stick of cost. Each 
day, by 4 p.m., a report is produced giving the cost 
position at the various control stages for the previous 
day's working, together with cumulative totals on a 
monthly and yearly basis. . 

The team describes the relatively simple methods 
used for accumulating the basic data. Labour stan- 
dards, it is also noted, are ascertained not only for 
factory processes but for routine office work as well. 
For security reasons, presumably, the cost statements 
and analyses, prepared daily, are not circulated as 
low as foreman level nor are shop-floor staff allowed 
to prepare budgets of overhead expenses. 

Like so many of its predecessors, the team finds 
that the high standard of productivity in America is 
due to the belief, workers in that country have, in the 
certainty of rewards for enterprise and in the need 
for the efficient and economic employment of their 
labour. 

*Production for Plenty' 


This week has seen the opening of the biennial 
conference of the Institution of Production Engineers. 
'The presidential address was given on Friday by Sir 
Cecil Weir, and this was the only part of the proceed- 
ings available before this issue went to press. Sir Cecil 
emphasized several things, however, which should be 
noted. 

The conference has taken for its theme ‘production 
for plenty’, and it is to be expected that production 
engineers will be much concerned on this occasion 
with production and productivity. It is significant, 
therefore, that the president should make more than 
passing reference to salesmanship as well as pro- 
duction. ‘If productivity is the means of retaining 
our existing markets by giving us low-cost production 
from well-paid operatives, and if, in due course, it will 
provide “plenty” for an overwhelming number of 
consumers, we would do well to examine the problem 
of achieving high productivity and the chances of 
finding fresh markets in which to dispose of its yield.’ 
And elsewhere he said: ‘Where you have plenty of 
goods you want plenty of customers, plenty of con- 
sumers, plenty of markets. This is where we need 

' first of all a radical revision of our ideas.’ 

The importance of making well and cheaply what 
you can sell, could not have been put better. These 
are significant words and timely from the production 
engineers. 


1 Obtainable (5s, post free, excluding air mail) from the 
British Productivity Council, 21 Tothill St, London, ЗМ. 





THE ACCOUNTANT 


June 27th, 1953 


Company for Fuel Efficiency 

The establishment of an independent non-profit- 
making company to develop advisory services for 
increased fuel efficiency in industry has been recom- 
mended by the committee under the chairmanship 
of Sir Harry Pilkington set up to consider such a 
scheme. This recommendation has been accepted by 
the Government, according to an announcement from 
the Ministry of Fuel and Power this week. The 
committee’s recommendation is for a company, 
limited by guarantee, to be set up by the British 
Productivity Council who would also appoint its 
governing body. The committee consider that the 
company would need an annual income of £500,000. 

The British Productivity Council has already 
accepted the role of founding and sponsoring the new 
company and it can expect to start with an assured 


income of about £450,000, which will be forthcoming 


from the National Coal Board, the British Electricity 
Authority and the Gas Council in varying proportions. 
These contributions will be made available for an 
initial period of five years. The Ministry’s fuel 
efficiency advisory services will cease to function as 
the new organization finds its feet, but the Ministry’s 
assessor will sit on the governing body to act as 
liaison with the Government since the latter, under the 
Fuel and Power Act of 1945, has a general responsi- 
bility for promoting the efficient use of fuel and power. 

The crusade for the more intelligent use of fuel and 
power resources is bound to benefit from the existence 
of a central organization created to provide advisory 
services and financed by industry itself, but the real 
test of success will come when the new company’s 
services are available and the subscription list for 
further income opens. At least half the problem will 
be to persuade the unconverted to use the services 
provided, rather than to make the services available. 


Aluminium Trading Freed 


Last month it was announced that free trading in 
copper would begin in August. This week the 
announcement has been made that its nearest com- 
petitor in many fields, namely, aluminium, is to 
return to freer marketing conditions on July rst. 
According to the statement in the House of Commons 
this week, arrangements for the private import of the 
metal will be announced by the Board of 'Trade 
shortly. 

The benefits accruing to this country from the 
agreement between the United Kingdom Govern- 
ment and the Aluminium Company of Canada where- 
by supplies of the metal over a twenty-year period are 
secured for this country by a series of purchase and 
option arrangements are to be retained. The alumin- 
ium will be offered to the trade instead of to the 
Government. The change-over is also marked by a 
fall in the price of metal by £6 a ton and this will be 
passed on to the user industries. 

With this alteration in the marketing arrangement 
of aluminium, the non-ferrous metals are almost 
entirely relieved of Government purchasing controls. 
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FINANCE AND COMMERCE 


Developments in Korea and the Russian zone of 
Germany have brought uncertainty to stock markets 
at a time when business is already very restricted 
through seasonal influences. The undertone remains 
firm enough, however, and markets could respond 
quickly to any helpful developments. 


Marine Insurance 
Our reprint this week provides a break from the 
general run of industrial company accounts and 
takes us into the intricacies of marine insurance. 
The Hull Underwriters’ Association Ltd is concerned 
for the most part with marine, hull and cargo 
business, but it is interesting to see that aviation 
hull risks now form an essential part of the operations. 

The accounts broadly assert the long-term nature 
of marine insurance business and particularly hull 
insurance. Estimation of the profit of an under- 
writing account at the end of its third year has 
become increasingly difficult. A high level of demand 
for shipping space and resultant higher freight rates 
make shipowners reluctant to undertake anything 
but essential repairs. This protracts the running off of 
a hull account and combined with advancing costs of 
repairs makes estimation of profits particularly difficult. 

Hull business, Mr B. M. Mavroleon, chairman of 
the company points out, is affected mainly by two 
factors, the incidence of major casualties and the 
tendency of the cost of repairs. Both factors are at 
present moving unfavourably and although a recent 
increase in hull rates will ease the position to some 
extent, the quoting of a rate now to cover repairs 
which may not be carried out for some years, requires 
considerable judgment. 

As to cargo business, Mr Mavroleon considers 
that rates have without doubt fallen to too low a 
level. Claims for pilferage and bad or careless handling 
have been heavy in recent years and in some places 
are worse now than they were a year ago. 

So far as the accounts themselves are concerned, 
the revenue account stresses the long-term character 
of the business with revenue plainly divided into 
the three categories of current year, last preceding 
year and previous years. Similarly in the balance 
sheet the marine, aviation and transit insurance fund 
is divided in the same way and it will be seen that 
the auditors report that the accounts ‘give the inform- 
ation required by the Companies Act, 1948, in the 
manner so required for an assurance company’ and 
give a true and fair view ‘subject to the statutory 
exemption whereby the estimated profit retained 
in the insurance fund need not be stated’. 


Facsimile Signature 
London & Overseas Freighters Ltd this year includes 
the auditors’ report in their annual accountsintheform 
of a reproduced typewritten letter from the auditors 
with a facsimile of their signature. Drawing our atten- 
tion to this innovation, Mr Stanley Sedgwick, a.c.a., 


the company’s secretary, says that this received 
the approval of the Institute and to the best of his 
knowledge has not been done previously in this 
country, although it is common practice with Amer- 
ican companies. 

Mr Sedgwick considers that efforts to make the 
annual report and accounts an attractive, as well as 
informative, production ‘are hampered by the strictly 
limited contents of the auditors’ report’. It is cer- 
tainly difficult to make a ‘feature’ of the auditors’ 
report but for the company which favours the 
‘magazine’ style of annual publication Mr Sedgwick’s 
precedent might find favour. 

After all, is there any reason why the auditors’ 
report should be cramped almost apologetically in 
the smallest possible type at the bottom of the 
balance sheet? Admittedly many companies now 
give the report more prominence than used to be the 
custom, but more could be done to emphasize the 
importance of its ‘strictly limited contents’. The use 
of a facsimile signature to the report may not perhaps 
find favour in very conservative quarters, but as it 
is used in the London & Overseas Freighters accounts 
it is quite impressive. 


Fully Detailed 

The whole publication of London & Overseas 
Freighters Ltd is an excellent example of the modern 
presentation method. The accounts are presented in 
single-column form emphasizing the ‘shareholders’ 
interest’ with two separate schedules showing ‘Fleet 
and depreciation’ and ‘Payments on vessels under 
construction and on order’. The schedules give very 
detailed information. 

Shipping companies have a great advantage over 
others in the matter of pictures to embellish the 
report. Ships make beautiful pictures and the London 
& Overseas Freighters report makes full use of that 
factor. Another feature is a map showing the world- 
wide voyages of the company’s fleet of two dry cargo 
ships and eight tankers. 

The company is mid-way through a heavy tanker 
building programme and outstanding liabilities under 
building contracts at March 31st were estimated at 
£8,438,244. The eight tankers already in service, 
the chairman emphasizes, cost [1,200,000 more 
than original estimated prices. The eight tankers 
still to be completed are estimated to cost in all 
£1,880,000 more than contract prices. Any further 
increase may lead to РУАН of shipbuilding 
orders. 

Mohiey Market 
Treasury bill applications on June 19 totalled 
£350,145,000-and maintaining the bid at £99 8s 2d 
the market obtained 63 per cent of stated require- 
ments. Only £250 million of the £270 million offered 
were allotted, the average discount rate being 
£2 75 4:22d per cent. This week's offer is £250 million. 
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THE HULL UNDERWRITERS’ 











Balance Sheet 
1951 
£ 
Share Capital 
Authorized: & 
750,000 750,000 Shares of £1 each EN S es а is vs es E 750,000 
Issued: 
300,000 600,000 Shares of £1 each, fully раја .. S T m es m "m 600,000 
Capital Reserve 
22,675 Excess Profits Tax Post-war Refund yy as hs "S us 3 s 12,130 
322,675 612,130 
Marine, Aviation and Transit Insurance Fund 
(a) Open years: | 
0 1952 Underwriting Account 5 ES E e 59 às 55 918,843 
7i 90) 1951 Underwriting Account Рр Ве ‘à A as 4d 23 761,630 
(1950) 
1,621,140 1,680,473 
775,824 (b) Previous Years (Including estimated profit retained In Fund) 1,102,201 
Balance, subject to claims and, in open years, profe Commissions, Management 
2,396,964 ———— Remuneration and Taxation — .. . 5 5 2,782,674 
Liabilities 
480,184 Brokers, Companies and Agents i oa z. 779 гъ x Se, ae 613,564 
28,254 Other Creditors m ze 55 16 ВЕ МА D «s Be 41,645 
179,113 Taxation P. =e a ec T a " ae S 116,908 
— Proposed Final Dividend ae ay 53 x e e es M a 9,900 
687,551 ———— —— 782,017 
NOTES 
1) Assets and Liabilities in foreign currencies have been incorporated in this 
Balance Sheet at the rates of exchange at December 315, 1952. 
(2) Asseta aggregating £20,669 (1951 £8,420) аге spectfically deposited under 
local laws, In various places out of the United Kingdom as security to holders of 
Insurance policies there Issued. 
£3,407,190 £4,176,821 








Report of the Auditors to the Membars of 

We have obtained all the information and explanations which to the best of our knowledge and bellef were necessary for the яраи of our audit. 

audited and adequate for the por pares of our audit have been recelved from a branch not visited by us. We have examined the above balance sheet and 

tion and according to the explanations given us the sald accounts give the Information required by the Companies Act, 1948, in the manner so Га 
true and falr view In the case of the balance sheet of the state of the company's affairs as at December diss |S 1952, and in the case of the profit 


5 London Wall Buildings, 






























London, EC2. 
May 27th, 1953. 
Revenue 
for the Year ended Decomber 31st, 1952, in respect 
(being an Account of Income and Expenditure In that year in respect of business 
= 
1951 
(Total) 
£ 
Amount of Marine, Aviation and Transit Insurance Fund at beginning 
2,379,503 of year .. m .. Et .. a .. С ae 2,396,964 
Premiums (less brokerage, discount, commission, returns and re- 
insurances): 
1,809,583 Risks other than poet Hull ms s a a xis 67,705 2,003,755 
87,140 Aviation Hull Risks . ne . m m а m 6,4: , 
Other Income 
income (gross) from Investments and Зена Interest less interest 
41,103 Payable m x m E .. .. 26 54,569 
2,234 Enemy Debts recovered E" iis ae a .. abe 33 33 
823 Difference on Exchang — — 
Estimated Over provision for United Kingdom Taxation in ‘respect 
— of Underwriting years 1942 со 1948 ,. .. .. os .. — — 75,000 75,000 
£4,320,386 - £1,387,457 £1,552,191 £1,690,073 £4,629,721 
7 Profit and Loss Account 
£ £ 
102,515 Transferred from Marine, Aviation and Transit Revenue Account .. .. 12 E z vu de Ki es 23,181 
£102,515 {23,181 
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£3,407,190 





CURRENT ASSETS 
Investments at cost less amounts written off: 





1,242,397 British Government Securities D os Е 
Australian Government Securities .. Ба x 
16,450 Colontal Government Securities Еа ss P 
35,906 Debentures and Debenture Stocks .. zi n 
16,255 Preference Stocks esd até Ба б 
77,416 Ordinary Stocks and Shares .. es ER v 
Loans to Municipal and County Authorltles  .. Ls 
Debtors 
963,783 Brokers, Companies and Agents sis sis i 
Other Debtors .. Vs ex oh км m 
Balances with Bankers .. zs es vs 


We certify that In our belief, 


(a) the assets set forth In the Balance Sheet are In the aggregate fully of the value 


stzted 


and 
(b) the value of the assets exceads the amount of the Iiabilities computed In 


accordance with the provisions of subsection 
Companies Act, 1946, by the amount required 


B. M. MAVROLEON, 


б 


Chairman. 


R. RATICLIEF STEEL, Director. 
F. C. WALLACE, Director. 
1. BLACKBURN, Secretary. 


the Hull Underwriters' Association Limited 


In our opinion proper books of account have been kept by the company sof ar as appears! rom our examination of those books and 


) of Section 3 of the Assurance 
subsection (1) of that Section. 








769 
£ £ 
1,549,374 
,605 
16,450 
77,593 
55227 
1,749,544 
355°000 
t, 
34,532 
1,131,105 
941,172 
£4,176,821 


per returns duly 


annexed profit and loss and revenue accounts which are In agreement with the books of account and returns, In our opinion and to the bare of our informa- 
for an Assurance Company and subject to the statutory exemption whereby the estimated profit retained іп the Insurance Fund need пос be stated give а 
account, es supplemented by the annexed revenue account, of the profit, ascertained In the manner Indicated, for the year ended оп that date. 


DELOITTE, PLENDER, GRIFFITHS & CO 
zs auditors. 


Account 


rtered Accountants. 





of Marine, Aviation and Transit Insurance Business 
arising (a) In that year, (b) in the last preceding year and (с) in pravious years) 





1951 
(Total) 








Claims ne- pald (lesesal es, refunds and re-Insurance recoveries): 
er than 


viatlon Hull Risks Ee .. p ve 
Aviaries Hull Risks ste Ho m E" 
Expenses of Management | a 22 5: a sx x 
Directors’ Fees .. s E - ae .. “i Е 
Other Expenditure 
Profit Commissions (net) .. s v. sie D an 
Overseas Taxation me ET Ss “i ee 
Income-tax deducted at source .. ae ve * А 


Other United Kingdom Taxation E ace a ae 
Difference on Exchange e "A ds a 
Transferred to Profit and fas À Account | 5 oe 
Amount of Marine, Aviation and тели Insurance Fund at end of 
year as per Balance Sheet v * * es Ron 





F 








Last $ 
Current Preceding Previous Total 
Year Year Years | 
£ £ £ £ 
à 758,095 485,253 1,590,635 
21,751 30,520 30,963 83, 
54,976 1,946 16,459 73,38! 
10, — — 10,000 
— -— 2,768 2,768 
10,058 _ — 10,058 
24,542 -— — 24542 
— — 27,250 27,250 
m. ~ 1,998 1,998 
— — 23,181 23,181 
918,843 761,630 1,102,201 2,782,674 











Cost of obtaining Stock Exchange Quorationf o or Shares, . 
Sli written off Investments . .. .. 
bee ale Be Increase of Capita! Ра 22 ae . 
Ба ends paid and proposed, less Tax 
Interim of 24 per cent paid September 24th, 1952 m 55 
Final of 3 per cent proposed PH "n ate oe p 





£1,387,457 Г £1,552,191 £1,690,073 | £4,629,721 











£ 
m 5,406 
£7,875 
9,900 
17775 
£23,181 
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CURRENT LAW 


Company Winding-up: Dividends due to Past 
Member 


Section 212 (1) of the Companies Act, 1948, pro- 
vides that in the event of a company being wound up, 
‘a sum due to any member of a company, in his 
character as a member, by way of dividends, profits 
or otherwise shall not be deemed to be a debt of the 
company, payable to that member in a case of com- 
petition between himself and any other creditor not 

a member of the company, but any such sum may 

be taken into account for the purpose of the final 

adjustment of the rights of the contributories among 
themselves’. 

. A past member of the company sought to recover 
the sum of £65 due to her by way of dividend. The 
cash available was enough to meet the claims of 
ordinary creditors, but not those of past members 
who claimed for unclaimed dividends. 

Roxburgh, J., held that the word ‘member’ 
included past members; all past and present members 
were ‘contributories’ within the meaning of Section 
213 and these claims for unclaimed dividends were 
not to be regarded as in competition with the 
unsecured debts of the company due to ordinary 
creditors. (Re Consolidated Goldfields of New Zealand 
Lid). (Law Fournal, March 2oth, 1953.) 


Club: Liability for Breach of Duty 


A cleaner employed by an unincorporated members’ 
club fell down some stairs while she was cleaning 
and was injured. She sued for damages for breach 
of duty to take reasonable care of her safety as an 
invitee, claiming against the assistant honorary 
secretary and the chairman of the house committee 
at the material time as defendants. Those acting for 
the club felt that the defendants were not properly 
named and described. . 
Pilcher, J., held that, the members of the club 
having 2 common interest in resisting the claim, it 
was a proper case for an order under Order XVI, 
Rule 9, of the Rules of the Supreme Court, authoriz- 
ing the defendants to defend on behalf of all the 
members who were members at the date of the 
accident. The two defendants could be fairly taken 
to represent the general body of members. (Campbell 
v. Thompson and Another.) (Law Times, March 27th, 
1953, and Solicitors’ Fournal, March 28th, 1953.) 


Husband's Guarantee of Wife's 
Banking Account 


A banking account kept in the name of a wife was 
used to meet housekeeping expenses. She received an 
allowance which she paid mostly into another, private, 
account kept elsewhere, with the result that the first 
account became overdrawn. Her husband gave her a 
cheque to meet the overdraft, but she paid it instead 
into her private account. Later the husband guaranteed 


the account. The parties still later became divorced 
and the bank called in the overdraft. The wife failed 
to pay, so the bank called on the husband, who paid 
the sum of £500, and now sought to recover from 
the wife, who denied liability. 

Pearson, J., held that the wife was liable. The 
husband, in giving the guarantee, did not intend to 
relieve the wife of liability. There was, in his view, 
no advancement. There was no implied agreement 
that the husband should be liable as principal 
debtor. (Anson v. Anson.) (Solicitors! Journal, March 
28th, 1953.) 


Infant: Deed of Apprenticeship 

The Times for May 13th, 1953, reports the decision 
of McNair, J., in Slade and Another v. Metrodent Ltd. 
An infant sued (by his best friend) on a deed of 
apprenticeship by which he had bound himself for 
five years with the object of learning the craft of a 
dental mechanic. He alleged that the defendants had 
failed in their obligation to teach him properly and 
repudiated the deed. 'The defendants sought to 
proceed to arbitration, as provided by the deed. 
Master Burnand had refused to stay the plaintiff's 
action. | 

McNair, J., allowed the defendant’s appeal. The 
question, he asserted, to be answered was dependant 
upon two principles: (a) that an infant was bound by 
any contract which the Court considered to be for 
his benefit; and (5) that if the contract considered as 
a whole was for the infant’s benefit the infant could 
not accept the terms which were beneficial and reject 
those which were not (Clements v. London North 
Western Railway Со ([1894] 2 Q.B. 482). The present 
case was, the learned judge thought, covered by the 
authority of Wood v. ‘Fenwick ((1842) то M. & W. 
195). The arbitration clause could not be treated . 
independently of the deed; and, in any case, the 
infant was adopting the deed by suing upon it and 
he could not refuse to be bound by a clause which 
formed part of it. 


Sale of Goods: Mutual Mistake! 

The parties in Harrison and Jones Ltd v. Bunten 
and Lancaster Lid (Law Times, April roth, 1953) 
agreed upon the sale and purchase of Calcutta 
Kapok 'Sree' brand. Neither realized that this par- 
ticular brand contained an admixture of bush cotton. 
'The buyers sought to reject the goods and recover 
damages on the ground that the contract was a 
nullity because of mutual mistake as to a funda- 
mental point. - 

Pilcher, J., held that the sale was a sale by descrip- 
tion and that the fact that the parties were under 
mistake as to the quality or nature of the goods was 
thus irrelevant. The buyers were thus bound. 





1 An article on this subject appears on page 756 of this issue. 
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CORRESPONDENCE 


„Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Accountant's Travelling 
Inkpot Set 
Sir, - Following Sir Russell Kettle's letter headed 
‘The Accountant’s “Baton” ' with its accompanying 
illustration, in your issue of April 11th, your readers 
may be interested in the fifty-years-old travelling 


inkpot set which was used, until his retirement, by : 


my father, the late Mr M. Lancaster, F.C.A., who 
was senior partner in this firm [Thorne, Lancaster & 
Co] from 1892 to 1944. 

At the turn of the century the staff of the firm was 
far from numerous and in those days, Mr Lancaster, 
in common with the current practice of the times, 
considered a thorough audit to be one in which *we 
tick everything’. These were the pots that accom- 
panied him on such forays, and the colours they con- 
tained were the worthy violet and green. As the years 
passed and the firm grew larger, the little set acquired 
a sentimental value, and he retained it on his office 
desk in valiant competition with the fountain pen. 
Having the fine copperplate handwriting of his 
generation, his reaction to the modern ball-point 
would have been unprintable. 


Yours faithfully, 


London, EC2. M. W. H. LANCASTER. 
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Mr Lancaster’s fifty-years-old 
Travelling Inkpot Set 






‘Replacement Profit is False’ 
Sm,- It was probably as a result of reading Mr 


Briscoe’s article in your issue of June 6th, that I 
dreamed the following conversation: 


‘But it was only 4s when I was here three or four 
. years ago,’ I said, almost protestingly, ‘and now you 
want to charge me 115 6d.’ 

‘Ah,’ replied Silas, ‘but that was before we knew 
how to work things out.’ He stowed my suitcase in 
the back of the car (1937 model). This car I well 
remembered as the only taxi on that large island, 
lying some miles off the coast, which is much 
favoured by holiday-makers and where the natives 
pride themselves on being a jump ahead of the 
mainland when it comes to adopting up-to-date 
innovations. 

Silas went on to explain that if Mr Butler had 
increased purchase tax on cars, instead of reducing 
it, my fare from the harbour to the town would have 
been not 115 6d but 135 8d, this being my additional 
contribution to the cost of his next car, delivery of 
which was to be at some time not specified. 

Anyhow, it was impossible to argue, so I told him 
to run me to The Royal, mentioning that I was always 
made welcome there without booking. ‘Aye’, was the 
reply, ‘you’ll be all right for a room there as long as 
you like to stay, but it will cost you a pretty penny 
now. You see, the proprietor has just realized that 
he will have to renew all the central heating system 
some time, and he has just started to cost for it. It's 
hard lines on him that no sooner had he started the 
new tariff than the visitors seemed to make up their 
minds to stop at nearby places on the mainland; we 
can't make it out.' 

We were soon running into the town, and I made 
him stop while I entered one or two places to buy 
some of the local pottery and other small gifts. 
‘Silas,’ I said, ‘everything 1s horribly expensive. Not 
only are they all preparing to renew their own tools 
and machinery, but they are also having increased 
costs for the supplies and services they get from 
other people. It seems to me that you'll all wind up 
just where you were. Is there anybody on the island 
who isn't simply ''passing the buck" in this way?’ 

He was silent for а bit, meditating. Then he 
replied: ‘Well, there's the Dean's widow, lives in 
“The Close". Others, perhaps, if I thought about it.’ 

‘How about the professional people, Silas?’ 

‘Ah, now, I can answer that one. Таке Mr Ledger, 
the accountant. He introduced the whole scheme. 
His expenses are shooting up all the time, and he 
can’t stick them on in advance. Moreover, it’s the 
end of the year before-he can send out his bills in 
any case. So he tells me he’s always hard up now. 
Still, he’s just as enthusiastic about this replacement- 
cost accounting as when he first showed us how to do 
it. Shows what a nice chap he is, don’t you think?’ 


Yours faithfully, 


PROVINCIAL CHARTERED 
| ACCOUNTANT. 


rr 


Sir, ~ Alfred Marshall, in his Principles of Economics, 
wrote: 

‘If the purchasing power of money in terms of 
effort has remained about constant, and if the rate 
of remuneration for waiting has remained about 
constant, then the money measure of costs corre- 
sponds to the real costs: but such a correspondence 
is never to be assumed lightly.’ 


The impression I gained from a careful reading of 
Mr Briscoe’s article in your issue of June 6th, was 
that he had, ‘assumed lightly’. The item ‘stock 


appreciation’ in the national accounts is not men- . 


tioned, whereas the White Paper on National Income 
devotes a full paragraph to explaining that, 

‘normal business accounting treats the stocks of 

business enterprises in a different way from that 

required by the principle on which the estimation 
of the national income is based’. 

One cannot fail to appreciate the sincerity of Mr 
Briscoe’s effort, and the service he has rendered by 
underlining the interdependence of the national 
economy and all the individual economies which, 
willy-nilly, contribute to that economy. One cannot 
fail to appreciate also, however, the danger under- 
lying the fact that he is so right — up to a point. For 
instance, his statement, ‘that purchasing power which 
arises whenever wealth is created is precisely sufficient 
to buy that wealth’, seems, in the strictly economic 
sense, indisputable; but, on the next page, he repudi- 
ates the operative word ‘whenever’ in his conclusion 
that, ‘this equality is not disturbed by the length of 
time wealth remains in the pool’, and his further 
statement, ‘nor by fluctuations in the value of money’ 
certainly contradicts the Marshall dictum quoted 
above. 

To pronounce seriously that the wear and tear and 
obsolescence of equipment, ‘is taken care of by the 
depreciation charged in our accounts’, seemed to me 
to verge on the naive. It is, perhaps, because of this 
belief in the sanctity of historically recorded cost that 
Mr Briscoe, after stating very truly, assuming 
monetary income to be indicated, that, ‘inflation 
requires more income to be saved to maintain an 
unchanged level in the pool of wealth’, arrives at the 
curious conclusion that the orthodox method remains 
true. In actual fact, he is only able to arrive at the 
above statement after he has translated the monetary 
outlay and consumption into real unit values, the 
very thing orthodox accounting fails to do. 

I was intrigued in trying to fathom the proposition 
that, ‘the first outlays by business men provided the 
community with income’, who, in addition, sold ай 
the product of their outlays at a profit: I am still 
wondering where the incómé came from to pay those 
business men their profit. 

I should also be interested to know where Mr 
Briscoe gets his estimate of ‘many thousand million 
pounds’ as representing the amount of all the equip- 
ment and stocks in the country. Apart from inspired 

esses, I am not aware of any authoritative statement 
of the value of this country's physical assets; a deplor- 
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able state of affairs for those who consider that the 
national income and expenditure account is incom- 
plete without a concomitant national balance sheet. 
Finally, although the article is entitled ‘Replace- 
ment profit is false’, there is no serious analysis of the 
meaning and measurement of profit as distinct from 
income, except the assertion that it is represented by: 
cost 15; selling price 15 6d; profit 6d. This is merely 
the superficial appearance resulting from orthodox 
recording, and assumes too lightly that the ‘money 
measure of cost corresponds to the real cost'. 
Yours faithfully, 
Wm. E. SPRUCE. 
London, W14. 


Sir, – As one who sat at the feet of Professor Pigou 
and was a personal pupil of J. M. Keynes at the time 
when his ‘general theory’ was formulated, I winced 
to read the horrible doctrines imputed to my mentors 
by Mr Briscoe in his article ‘Replacement profit is 
false’. 

The chapter in The General Theory of Employment, 
Interest and Money to which Mr Briscoe refers cannot | 
possibly be construed as giving rise to the conclusion 
that ‘income is something which is quite independent 
of maintaining capital intact’, since the definition of 
real income chosen by Keynes explicitly allows for 
the deduction of capital consumed in producing gross 
output. Mr Briscoe has apparently not noticed that 
the very first sentence of the passage he quotes 
defines ‘real investment’ as ‘net creations of new 
capital’. Despite the very detailed analysis by Keynes 
of the conception of ‘user cost’ and its relation to his 
definitions, Mr Briscoe still manages to confuse real 
income with gross output. Furthermore, there is no 
lack of evidence that Keynes’ conception is in real 
terms, and that once the use of money as a measure 
of real values becomes involved it is the replacement 
cost of capital consumed which he considers relevant. 
(с seems doubtful if Mr Briscoe even noticed 

Chapter 4) that Keynes’ definition and equations 
in Chapter 6 are in terms of ‘labour-units’, not 
‘money-units’.) 

The attempted proof that Professor Pigou talks 
nonsense, slips up partly through a pure non sequitur — 
there is absolutely nothing in the quoted definition to 
preclude net consumption of capital—and partly 
because of an inconsistency of treatment in the 
example he chooses to take. In this example he not 
merely fails to distinguish between the voluntary act 
of personal consumption and the wearing out of fixed 
capital which is the accompaniment of the productive 
process, but treats consumption as being a mixture 
of the two. If he were only consistent it would not 
matter. He can take his ‘current crop of x units’ as 
being ‘net real income’ in Professor Pigou’s sense, 
accumulated after the replacement of capital con- 
sumed in producing it; in that case he must call con- ` 
sumption not x but 2x, and half of this consumption 
will simply be the voluntary eating up of previously 
accumulated capital. Alternatively, he can choose to 
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regard whatever food the ancient Egyptians consumed 
as being a draft on the accumulated capital of food 
stocks necessary if the harvest were to be produced at 
all; in that case ‘gross real income’ in Professor 
Pigou's sense would be x units (the current crop 
without deduction), but ‘net real income’ would be 
— x. Or, if he wishes, he can postulate that x units of 
consumption be considered a necessary cost of main- 
taining the labour force alive in order to produce the 
current crop of x units, in which case 'gross real 
income’ will be x units, ‘net real income’ will be nil, 


and a further x units constitutes voluntary consump- - 


tion out of capital in the absence of any net real 
income providing goods available for consumption. 
It does not much matter what definitions are used 
so long as they are consistently applied, but argu- 
ments in which the opening definitions are varied 
half-way through the sequence are logically worthless. 

It would seem that part of Mr Briscoe's difficulty 
stems from what might be described as an almost 
Biblical mental attitude; he seems to think that 
‘income’ and ‘profit’ are absolute realities whose 
nature was laid down once and for all about the time 
when Genesis was written. For him, only one defi- 
nition can be ‘true’, and for accountants nothing can 
be ‘true’ which has not actually occurred and gone 
through a cash book in pounds, shillings and pence. 

But it does not seem difficult to meet him on his 
own ground. A fall in the value of money may be 
difficult to measure, but he would hardly deny that 
it has happened and therefore represents one facet of 
‘truth’. He himself, after almost unbelievable mental 
contortions, arrives at the conclusion: ‘Hence infla- 
tion requires more income to be saved to maintain 
an unchanged level in the pool of wealth,’ and by 
what appears to be a gigantic fluke this happens to 
be a defensible conclusion given the fact that he is 
apparently using the words ‘income’ and ‘saved’ (but 
not ‘the pool of wealth’) in his own Biblical sense in 
which the measurement is in monetary units of 
account. The question whether ‘replacement profit’ 
is ‘true’ or ‘false’ (whatever that may mean) can be 
left to those who like to think in Biblical terms; the 
thing which is of vital importance is the ascertain- 
ment of how much ‘income’ (in Mr Briscoe's sense) has 
to be ‘saved’ (again in Mr Briscoe’s sense) in order 
that capital (in Mr Briscoe’s other sense) may be 
maintained intact. 

When Mr Briscoe, as an accountant, has ascertained 


- a firm's profit and certified that it conforms with the 


same Holy Writ as that proclaiming the ultimate 
reality of the £ sterling in which this ‘profit’ is 
measured, the business man will still in time of infla- 
tion want to know (and Parliament and the general 
public ought to know) the extent to which drafts 
must be made on this profit in order merely to main- 
tain his business as a going concern on the same real 
(not monetary) scale as at the beginning of the year. 
And why should Mr Briscoe fight against giving him 
an answer? What one calls the balance left after 
deducting this draft from ‘profit? seems of minor 
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importance; its ascertainment to the best of the 
accountant’s ability, however, is vital from many 
points of view. It may be a ‘replacement profit’, it 
may be a ‘replacement profit, less inflation profits and 
losses of a capital nature’, or it may demand the 
invention of a new synthetic word; it may not be 
measurable with any high degree of certainty; but it 
does at least represent a reality in times of high 
inflation which is of greater economic significance 
than the monetary profit which is the only reality for 
Mr Briscoe. 

Personally, I have every sympathy with account- 
ants who tread warily when it comes to the actual 
calculations involved. The problem of taking even 
approximate measurements with an ever-changing 
yard-stick can be singularly baffling. But it is not 
solved by pretending that the yard-stick was pre- 
sented to mankind at the same time as the Ten 
Commandments and that all measurements taken 


‘with it must therefore be accepted at their face value. 


For reasons of which you, sir, are aware, but not 
from either modesty or cowardice, I am unfortunately 
precluded from offering this letter under my own 
signature at the present time. That I write in these 
circumstances can be taken as a tribute to Mr 
Briscoe’s skill at presenting his logical fallacies; I am 
genuinely concerned lest he ‘gets away’ with them. 

s Yours truly, 
PETTIFOGGER. 


Unqualified Accountants 


Sir, – I have followed with interest the correspond- 
ence concerning unqualified accountants and 'quacks' 
and feel that I can no longer refrain from making my 
own small contribution in the cause of what I 
sincerely believe to be justice. 

There is, I think, no doubt that the recognized 
bodies, in complaining of unfair competition from 
*quacks', have intended to convey to the public at 
large the complete superiority of their members over 
those of the lesser-known bodies. While none will 
deny the status and ability of chartered accountants 
in particular, the facts do not always bear out the 
claims of those who are fortunate enough to possess 
what are regarded as senior qualifications. 

At least one of the recognized bodies grants 
membership to those who have no practical experience 
in the work of a professional office and who have no 
intention of entering into public practice. Yet, by 
virtue of the Board of Trade’s discretion under the 
Companies Act, such accountants are qualified for 
appointment as auditors of public companies. On the 
other hand, there are probably three or four thousand 
accountants who are relegatéd by the same Act to the 
position of pariahs, although qualified in the sense 
that they have satisfied the examination and other 
requirements of 'весопдагу bodies recognized not 
only by the Inland Revenue, but also, in matters of 
apprenticeship and deferment of national service, by 
the Ministry of Labour. Moreover, many of these 
‘unqualified’ accountants have been in practice for a 
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number of years or have obtained a professional 


training, possibly under the direction of chartered- 


accountants. 

Now, it is made clear to all concerned that the 
possession of a senior accountancy qualification is, 
by itself, proof of ability in the commercial and 
industrial sphere. Cost and works accountants, 
chartered secretaries, incorporated secretaries and 
others, must be wondering whether the time has not 
come to assert themselves before they too, are 
eliminated with the ‘quacks’. 

As one of those who, in 1951, were invited to sub- 
mit applications to a recognized body in connection 
with a proposed absorption scheme (still in the 
negotiation stage), I feel that it would be unwise to 
risk publication of my name and qualifications but 
perhaps the absence of identification will not prevent 
the publication of what is intended to be an appeal for 
fair play. 

I am, 
Yours faithfully, 
QUALIFIED ACCOUNTANT. 
QUALIFIED SECRETARY. 


Unqualified Accountants and Co-ordination 


Sir, – I read with great interest ‘Secretary’s’ letter in 
your issue of June 13th on ‘Unqualified accountants 
and co-ordination’. 

It is a disgrace that we have to be reminded by ‘a 
member of another profession’ of the need for co- 
ordination. 

Co-ordination will undoubtedly come in time but 


why should this most important step, which would 


be of such great benefit not only to accountants but 
to the community as a whole be delayed just because 
of the lack of foresight on the part of a few indi- 
viduals? : 

If the threat of nationalization ever hung over the 
accountancy profession I am quite sure that the 
present disunited group of bodies would be quite 
unable to put forward a united front to fight it. 

I believe that the problem will be solved by the 
younger generation of accountants who are joining 
the professional bodies in large numbers and who will 
eventually gain control of those bodies and use that 
control for the benefit of the profession. 

Yours faithfully, 
А. S. GORDON, А... 

B.A.O.R. 18. 


Sr, – Thank you for publishing my previous letter 
on this subject in your issue of June 13th. 

There is, however, a, typographical error which 
might lead your readers to suppose an assumption 
has been made on my part. The penultimate para- 
graph of the letter as printed was an exact quotation 
of Section 137 (2) (с) of the Income Tax Act, 1978, 
from Simons Income Tax (volume 4) and it was 
intended that this should be printed in small type 
following upon the previous paragraph. I considered 
this quotation the most important part of the letter as 


^ 
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a quotation, and I should be grateful if this could be 
made clear to your readers. 


Yours faithfully, 
G. L. MORTIMER, M.C., A.C.A. 


` Darlington, Co. Durham. 
[Mr Mortimer advocated legislation providing for the 
preparation or auditing of accounts for Schedule D 
purposes by qualified accountants only, and as a prece- 
dent quoted the following: 


‘Upon any appeal, the General Commissioners shall 
permit any barrister or solicitor to plead before them, on 
behalf of the appellant . . . and shall hear any account- 


‘tn this subsection “accountant” means a person who 
has been admitted a member of an.incorporated society of 
accountants,’ 

(Section 127 (2) (c), Income Тах Act, 1918, as amended 
by Section 25, Income Тах Act, 1923.) – Editor.] 


Discipline in the Profession 


Sır, - In your issue dated May 23rd, containing a 
report of the last annual general meeting of the Society 
of Incorporated Accountants and Auditors, the 
President of the Society is reported as having said: 

‘there is no disciplinary action available . . . for 

unprofessional conduct in dealing with clients’ 

affairs as there is in the case of members of the 
recognized bodies of accountants’. 

In view of this and other similar references to this 
topic in your columns recently, my Council consider 
it is of importance that your many readers should be 
aware that there are bodies, as yet unrecognized, 
which have always maintained active disciplinary 
committees to ensure observance by their members of 
proper standards of professional and ethical conduct. 

From the inception of this Association, which was 
incorporated in London on April ist, 1932, the 
Disciplinary Committee of the Council has investi- 
gated every complaint of unprofessional conduct or 
infringement of the etiquette of the accountancy 
profession, and in acting upon their recommendations 
in such cases my Council has dealt with the members 
concerned in a manner similar to that which would 
be adopted by the Councils of any of the recognized 
bodies of accountants, Incidentally, these cases have 
been very few in number over the twenty-one years 
of the Association's existence. 

In fairness to members of the Association, who are 
required to observe the same standards of professional 
conduct as do members of the existing recognized 
bodies, my Council would appreciate your giving 
similar publicity to this letter. 

Thanking you in anticipation, 

I am, Sir, 
Yours faithfully, 
CHARLES E. TAYLOR, 
Secretary, 
ASSOCIATION OF INTERNATIONAL 
| ACCOUNTANTS. 
London, EC2. 


. Subjects 


June 27th, 1953 


Suggestions for Co-ordination 


Sir, – Much has already been written on the allied 
of professional fees and unqualified 
accountants. 

The correspondence has mainly been for the pur- 
pose of airing grievances and recriminations by the 
more fortunate qualified practitioners against the 
so-called ‘unqualified quack’. So far as the writer is 
aware, the term ‘qualified accountant’ has never been 
clearly defined as the particular prerogative of a 
certain class or body of practitioners. Therein lies 
the ‘rub’. 

The verbosity that has taken place to date would 
surely have been put to better use in making con- 
structive suggestions towards effecting a closed pro- 
fession. If recriminations have to be made, surely 
they ought to be directed at the councils and members 
of the leading accountancy bodies for not solving this 
long-standing problem. 

It is a sorry state of affairs when apparently clear- 
headed professional men, who consider themselves 
qualified to advise others, tackle their own major 
domestic problem in so muddle-headed a fashion. 

It is not impossible to close the profession. Тће 
legal profession solved their problem, and the dental 
profession more recently solved theirs. Naturally 
there are difficulties, but they are not insurmountable. 


Reduced to simple terms, the problem resolves : 


itself into the present-day situation which is as 
follows: 
(1) The three recognized accountancy bodies. 
(2) Other established accountancy bodies which 
regulate entry by examination. 
(3) Those practitioners of long-standing experience 
who are not members of any of the bodies in 
(1) and (2) above. 
(4) The part-time dabblers of limited abilities. 


Surely the aim should be to weld practitioners 
falling within groups (1) to (3) into a whole controlled 
unit and to exclude those falling into group (4) from 
continuing in practice? It should in due time, be made 
compulsory for intending practitioners to qualify for 
membership of an accountancy body. 

The straightforward framework for effecting this 
desired result must surely be the formation of a 
higher controlling body having a life of some fifty 


' years or so, administered by a council made up of a 


number of representatives from the leading account- 
ancy bodies. Its main functions would be, first, to 
hegotiate protection for-the words ‘accountant’, 
‘auditor’, ‘income-tax consultant’, and similar desig- 
nations and, second, the issue of an annual certificate 
of practice to those practitioners who are not members 
of any accountancy body, providing they fulfil the 
requirements of experience and ability laid down by 
the controlling body, on a date to be decided. Such 
certificates would only cover the effective professional 
life of such practitioners and would eventually die out. 

It is not suggested that the proposed controlling 
body should supersede the accountancy bodies or 
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compete against them by enrolling practitioners as 
members. The controlling body would supervise the 


· certificated practitioners and lay down standards of 


conduct on similar lines to those already observed by 
the existing bodies, together with general liaison with 
the Board of Trade, the Inland Revenue, and the Law 
Society. It would be financed, on rates fixed annually, 
out of the funds of the existing bodies pro rata to their 
membership rolls, and annual subscriptions of mem- 
bers of those bodies would be increased accordingly. 

Practitioners certificated by the controlling body 
would purchase their annual certificate of practice at 
a fee not less than the highest annual subscription 
levied on members of the existing accountancy bodies. 
This should result in reducing the rates of contribu- 
tion chargeable upon the accountancy bodies towards 
the controlling body’s funds. : 

Within such a framework the existing bodies could 
still retain their present professional designations and 
individualities, without loss of influence. Тће prac- 
titioner himself, though paying an increased annual 
subscription, would be protected. . 

Finally, it is worth remembering that one main 
object of all the accountancy bodies is to maintain the 
standard of the profession, and it is clear that this 
cannot be competently carried out until accountants 
enjoy the status of a closed profession. 


Yours faithfully, 
ARTHUR Ј. ЗНАМ. 
Manchester, 16. 


Sale of Limited Company’s Assets: Use of 
Name 


Sir, – When a limited company has disposed of its 
assets and ceased trading — trading being carried on 
by the purchaser of those assets — 18 there any reason 
why the company shares should not be transferred to 
the new owners of the assets in order that the pur- 
chaser might obtain the right to use the name of the 
limited company; e.g. on motors and trade notices, so 
far as the general public are concerned. It is not the 
intention that the old limited company should trade 
in future on its own account, all trading will be by the 
purchaser – another existing limited company. 

It should be mentioned that 95 per cent of the 
shares in the old company are held by a director who, 
having taken previously the entire proceeds from the 
sale of the company's assets, is, on paper, a sub- 
stantial debtor to the old company; which debt, of 
course, will never be paid. In any transfer of the shares 
it would be necessary for this director to be granted 
a complete indemnity against any claims that the old 
company might make against him for his indebted- 
ness at any time. In this event, the shares being almost 
entirely valueless, would it be possible for the stamp- 
ing of the transfer forms to be carried out based on 
an entirely nominal amount? · 

Readers’ views would be appreciated. 

: Yours faithfully, 
E. A. C. A. 
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THE INSTITUTE OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 


AUTUMNAL MEETING AT SCARBOROUGH 
October 8th to 10th, 1953 


The programme for the twenty-first autumnal meeting 
of The Institute of Chartered Accountants in England 
and Wales to be held at Scarborough from October 8th 
to roth, has now been and presents an 
interesting and varied selection of professional and 
social events. 

Scarborough is within the area of the Hull, East 
Yorkshire and Lincolnshire Society of Chartered 
Accountants and the committee and members of the 
Society, who will act as hosts for the occasion, promise 
a proverbial North Country welcome to members. 

To further plans for next October, the Society’s 
General Conference Committee held a meeting under 
the chairmanship of Mr N. B. Hart, at The Royal Hotel, 
Scarborough, on June 18th, which was attended by 

members and by Mr J. Blakey, President of 
the Institute, Mr A. 5. Масјуег, Secretary of the 
Institute, and Mr Derek du Pré, Honorary Public 
Relations Officer of the Autumnal Meeting. Later a 
cocktail party and informal dinner were held at which 
the wives of committee members were present. 


Programme 
For the comfort of visitors the official’ banquet and each 
luncheon have been divided into two sections of equal 
status at The Grand Hotel and The Royal Hotel; visitors 
will be asked to attend the same hotel for each function. 
An outline of the programme for the three days of the 
meeting is given below: 


Thursday morning, October 8th 
Welcome by the Mayor of Scarborough at the Olympia 
Ballroom, followed by an address by the President. 


Receptions and luncheons at The Grand Hotel and The 
Royal Hotel. 


For the ladies 

A mannequin parade will be held at Marshall and 
Snelgrove’s by invitation of the company, and will be 
repeated at 3.15 p.m. . 


Thursday afternoon | 

First conference session at the Olympia Ballroom: 
address by Mr K. А. E. Moore, F.C.A., on “The account- 
ant as financial adviser'. 


Thursday evening 
Civic reception at the Olympia Ballroom followed by a 
bali, by kind invitation of the Mayor of Scarborough. 


Friday, October 9th 
Excursions by motor coach for members and their 
ladies, including various alternatives of whole-day or 
` afternoon visits to places of scenic, historic or industrial 
interest, Golf competitions for gentlemen at Ganton 
Golf Club, comprising a medal: competition over 
eighteen holes in the morning and a two-ball foursome 
against bogey over fourteen holes in the afternoon. 


Friday evening 
Receptions at The Grand Hotel and The Royal Hotel 
followed by banquets and dancing. 


Saturday morning, October xoth 

Church: service for members and their ladies at St 
Mary's Parish Church, conducted by the Vicar, the 
Rev. Frank E. Ford, M.a. The Bishop of Lincoln will 
preach the sermon. 


Second conference session at the Olympia Ballroom: 
address by Mr E. N. Macdonald, D.F.C., Е.С.А., On. 
‘The excess profits levy’. 


The conference will conclude with luncheons at The 
Grand Hotel and The Royal Hotel. 


General Information 

Excursions 
Members who choose a day excursion on Friday havé 
a choice of eight tours, of widely varying interest. They 
may choose the official visit to Kingston upon Hull 
with luncheon at the Guildhall, or a visit to York; 
where they may, if they wish, go on a conducted tour 
of Rowntrees’ famous cocoa and chocolate works. 
Other tours will enable visitors to enjoy Yorkshire’s 
abundant natural beauty, and the choice will not be 
easy. 

For those who do not wish to take a whole-day 
excursion, several afternoon tours have been arranged – 


-these wili provide beautiful views of the North 


Yorkshire coast. 


Headquarters and Information Bureau 


The headquarters office during the meeting will be 
situated at The Grand Hotel. 


Registration | 

Members wishing to attend the meeting who have not 
already registered should write to Mr H. F. Strachan, 
Е.С.А., Hon. Conference Secretary, The Hull, East 
Yorkshire and Lincolnshire Society of Chartered 
Accountants, Bank Chambers, Parliament Street, Hull. 


The General Conference Committee 


The members of the Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants, who are 
serving as officers of the General Conference Com- 
mittee which is organizing the arrangements for next 
October’s meeting, are 

Chairman: Mr N. B. Hart (President, Hull, East York- 
shire and Lincolnshire Society of Chartered Accountants). 4 

Vice-Chairman: Mr C. M. Strachan. 

Hon. Secretary: Mr H. F. Strachan. 

Treasurer: Mr K. P. Helm. 

Messrs S. K. Ashworth, А. A. пева, J.A. В den, 
J. Camamile, W. J. Campbell, R. C. Copeman, ET 
Coulson, D. С. S. Downs, А. S. Freeth Oliver, I R 
ЕРЕ R tee G. 


Hanwell, C. G. Heselton, E. K. Locking, T. W. Mackrill, 
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E. C. Mallett, W. S. Marshall, Е. S. Mowforth, A. С. 
Pearson, С. B. Robins, Н. С. Sergeant, R. С. 51 F. H. 
Smith, N. Townend, А. N. Townsley, W. S. Warre, 


М. J. F. Willcox. 


Conference Sub-Committees 
Соғ 
Messrs D. C. S. Downs (Chairman), B. Hoole, Е. Н. 
Turner, J. Fawcett. 
EXCURSIONS AND TRANSPORT 
Messrs J. Bryden (Chairman), С. С. Heselton, С. В. Robina, 
А. N. Townsley, C. R. Н. Wreathall. 
HOTELS AND RECEPTION 


Messra W. 5. Marshall (Chairman), 5. K. Ashworth, У. B. 
Hall, Т. W. Mackrill, A. С. Pearson, R. G. Slack. 
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PRINTING, PUBLICATIONS AND PRESS 


Messrs H. G. Sergeant (Chairman), N. Townend, А. A. 
Beardsall, W. H. Hall, E. T. Robson, S. R. Jones. А 


ВАМОЏЕТ AND CATERING 
Messrs E. C. Mallett (Chairman), J. Camamile, J. С. 
Hanwell, R. H. R. Marshall, A. S. F. Oliver, W. J. Camp- 
bell, Е. C. B. Ashby, Т. Hudson. 


GENERAL PURPOSES 


Messrs N. B. Hart, C. M. Strachan, K. P. Helm, J. A. 
Bryden, D. C. S. Downs, E. C. Mallett, W. S. Marshall, 
А. S. Е. Oliver, С. B. Robins, Н. С. Sergeant. 


Honorary Public Relations Officer 
Mr Derek du Pré, Editor of The Accountant. 


NOTES AND NOTICES 


The Accountant 2 
Імрех то Vor. CXXVIII: JaNUARY-]UNE 1953 


The general index to this volume – January to June 
1953, Vol. CXXVIII- will be published with the 
first issue of the next volume, dated July 4th, 1953. 
The parts of this volume should therefore not be 
sent for binding until the index has been added to 
them, 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 

ship and applicants admitted to membership at the 

Council meeting held on June roth, 1953, who com- 

pleted their Fellowship or Membership before June 

23rd, 1953. 

Associates elected Fellows 

Attlee, John Ormiston, T.D.; 1936, A.C.A.; (Davies, Watson 
& Co), Bank Chambers, 124 High Street, Dorking, 
Surrey, and at Leatherhead and London. 

Boler, Stanley Edward, LL.B.; 1948, A.C.A.; (Jno. E. Boler 
& Co), Queen's Buildings, 55 Queen Street, Sheffield, 1. 

Brewster, David Edward; 1947, A.C.A.; (Pridie, Brewster 
& Gold), 2-3 Warwick Court, Gray's Inn, London, WC1. 

Briggs, Denis Patrick; 1937, A.C.A.; (Gilchrist, Tash, Wilson 
& Sansom), Court Chambers, 17 Albert Road, Middles- 
brough, and at Darlington and Richmond (Yorks) 
(Sansom, Bell & Co). 

Clough, Harry Watson; 1947, A.C.A.; (Reginald Russam 
& Co), Manor Buildings, 2 Manor Row, Bradford. 

Comber, Philip Trevor; 1948, A.C.A.; (Jones, Ross, Howell 
& Со), 19 Dunraven Street, London, Wr, and at High 
Wycombe. 

D'Alton, Edward Dermot Quan; 1947, А.С.А.; (Smallfield, 
Fitzhugh, Tillett & Co), 24 Portland Place, London, W1. 

Elliott, Henry Robert; 1940, A.C.A.; (*Walpole, Harding, 
Vidgeon & Elliott), 9 Liverpool Gardens, Worthing, and 
at Brighton; also at ае (ФА. С. Gaylard & Co). 

Fellows, Harry Leslie; 1948, A.C.A.; (Fisher, Batty & 
dira d 2 Lombard Street West, West Bromwich. 

Foad, Roland Walter; 1929, A.C.A.; (McClelland Ker & 
Co), Blossoms Inn, 23 Lanen Lane, London, EC2, 
and at Glasgow. 

Hayes, Kenneth; 1948, A.C.A.; (Kenneth Hayes & Co), 
The London Assurance House, 36 Bennett’s Hill, Birm- 


ingham, 2. 
Parker, Clarence; 1925, A.C.A.; Imperial Court, 2 Basil 
Street, London, SW3. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 





Roberts, David Glyn; 1948, A.C.A.; (Smallfield, Fitzhugh, 
Tillett & Co), 24 Portland Place, London, Wr. 

Woolley, Frederick Lea; 1932, A.C.A.; (Woolley & Wal- 
dron), Blue Peter House, 8 & хо Portland Terrace, 
Southampton. 


(Not in England or Wales) 


Middleton, Cecil, M.C., T.D., B.4.; 1937, А.С.А.; oores, 
Carson & Watson), 209 West George Street, Glasgow, 
C2, and at London. : 


Admitted as an Associate 
(Not in Practice) 


Colclough, Anthony James, 9 Barrett Road, Birkdale, 
Southport. 


Personal 


Mr А. V. BARTLETT, Е.С.А., Е.8.А.А., announces 
that he has commenced to practise on his own 
account at 54-56 Pershore Street, Birmingham, 5. 
Telephone: Midland 6421-2. 

Messrs SINCLAIR, DE Mesquira & Co, Chartered 
Accountants, of Ibex House, Minories, London, 
EC3, announce that they have removed to 15 New 
Street, Bishopsgate, London, EC2, and that their 
telephone is changed to Avenue 2831 (5 lines). 

Messrs SiNCLAm, Furman & Co, Chartered 
Accountants, of Ibex House, Minories, London, 
EC3, announce that they have removed to 15 New 
Street, Bishopsgate, London, EC2, and that their 
telephone is changed to Avenue 2831 (5 lines). 

Messrs Prick WATERHOUSE, Peat & Co, Middle 
East firms, announce that they have opened an office 
in Cyprus at 223 Ledra Street, P.O. Box No. 687, 
Nicosia. Mr JoHN BALDWIN Purry, А.С.А., has been 
appointed resident manager. 

Messrs CaALDER-MARSHALL, Твотзом & BOUND, 
Chartered Accountants, of 11-13 Dowgate Hill, 
London, EC4, and at Slough, announce that they 
have taken over the practice of PHILLIPS, BRIDGER & 
Co, Incorporated Accountants, of 11-13 Dowgate 
Hill, London, ЕСА. 

Messrs ROWLEY, PEMBERTON & Co, Chartered 
Accountants, of Lloyds’ Building, 3-4 Lime Street, 
London, EC3, announce that they have admitted into 
partnership Mr R. A. SCHLEE, A.C.A. 
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Messrs SETH-SMITH & ScHOFIELD, Chartered 
Accountants, announce that with effect from June 
. 24th, 1953, they have removed their offices to Arundel 
House, Arundel Street, London, WC2. The telephone 
numbers, Temple Bar 6589 and 6580, remain 
unchanged, 

Messrs MipGLEY, SNELLING, “Barnes & Со, Char- 
tered Accountants, announce that they have opened 
branch offices at 27 Nzima Road (P.O. Box 237), 
Takoradi, Gold Coast Colony, and 35 Hull Road, 
Kano, Nigeria. 

Messrs Lorp, Foster & Co, Chartered Account- 
ants, of Rex House, 38 King William Street, London, 
ЕСА, announce that by reason of ill-health, Mr 6. G. 
TURNER, F.C.A., has decided to retire from the firm 
and from practice as from June 30th. The style of the 
firm will remain unchanged. 


Obituary 
Joun ELLISON, F.C.A. 


It is with regret that we record the recent death, at 
the age of 78, of Mr John Ellison, F.C.A., a partner in 
the firm of Massey and Ellison, Chartered Account- 
ants, of Birmingham. 

Mr Ellison, who was born in Sutton Coldfield and 
had been a resident there all his life, was admitted an 
associate of the Institute in 1909 and elected a fellow 
in 1927. 

. He was a climbing enthusiast and each year, apart 
from the war period, he went to Snowdon, reaching 
the summit on forty occasions — last year in a freezing 
autumn gale. 

' His other great interest, outside his practice and 
social work, was golf, which he had been playing up 
to February of this year; he had been secretary of 
Walmley Golf Club for twenty-seven years and was 
president from 1946-48. 


ERNEST RANDOLPH WHITE, F.C.A. 


We have learned with regret of the death on June 15th, 
while on holiday at Bournemouth, of Mr Ernest R. 
White, F.c.a., of 'Harefield' 486 Banbury Road, 
Oxford, who for many years before his retirement 
was senior partner of Wenn & Со, Chartered 
Accountants, of Cornmarket Street, Oxford. 

Mr White, who was the son of a former Oxford 
City Engineer, was admitted an associate of the 
Institute in 1919 and elected a fellow in 1927. He was 
a keen Liberal and for several years was a member of 
the Oxford City Council. He also served for a con- 
siderable time as treasurer to the Oxford City Liberal 
Association. 

Music was another of his interests and he estab- 
lished a reputation ав organist at Summertown 
Congregational Church. 


In Parliament 
EXCHEQUER AND AUDIT DEPARTMENT: STAFF 


Mr С. М'плламз asked the Chancellor of the 
Exchequer if, in order to speed up the accounts of the 
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Land Commission and others, he will augment the 
staff of the Exchequer and Audit Department. 

The Financial Secretary to the Treasury (Mr 
Joun Boyp-Carpenter): No, sir. I do not think 
that the increase of staff suggested would be justifiable. 

Mr WiLLIAMs: Is my hon. friend aware that the 
accounts of the Land Commission for 1952 were not 
audited till nine months later? Are not fresh accounts 
very much better than stale accounts? Is he not aware 
of the queueing up for auditing that takes place, and if 
the reason for the delay is shortage of staff, will he do 
something about it? 

Mr Bovp-CARPENTER: I appreciate that the earlier 
these or any accounts can be rendered the more use 
they are. It so happens that they are submitted at 
what is the busy season of the year for this depart- 
ment, namely, the autumn, and it would not be 
economical to appoint staff to deal with what ів. а 
seasonal rush. 


Hansard, June 18th, 1953. Oral Answers. Col. 1171. 


War DAMAGE BUSINESS ScHEME INTEREST 


Mr Onzv asked the Financial Secretary to the 
Treasury whether he will make a statement on the ' 
incidence of the excess profits levy on the accrued 
interest which will be included in the proposed settle- 
ment on October ist, 1953, of outstanding claims 
under the Business Scheme of Part II of the War 
Damage Act, 1943 

Mr Bovp-CanPENTER: I am advised that for tax 
purposes the accrued interest will rank as income 
arising on the date when it becomes payable. My 
right hon. friend the Chancellor of the Exchequer 
agrees that the Government's decision to settle out- 
standing claims during the present financial year 
should not have the effect of making this accumulated 
interest liable to the excess profits levy. Accordingly, 
in agreement with my right hon. friend the President 
of the Board of Trade, any corporate body that is a 
claimant under the scheme will be given an option 
and it may now elect by letter addressed to the Board 
of Trade Insurance and Companies. Department, 
Lacon House, Theobald’s Road, УУСт, not later than 
August 31st next to have its compensation made pay- 
able with accrued interest on January Ist, 1954, 
instead of October rst, 1953. Where that election 18 
made, no part of the accrued interest will be included 
in computing profits for excess profits levy purposes 
whether the corporate body makes up its annual' 
accounts to December 31st or to another date. 


Hansard, June 22nd, 1953. Written Ans. Cols. 125-6. 


Report on the Census of Production for 1950 


Two more volumes of the report on the census of 
production for 1950 have now been published. They 
are Volumes 9 and ro dealing respectively with ‘food, 
drink and tobacco’, and ‘manufactures of wood and 
cork; paper and printing’. Copies may be obtained 
from Н.М. Stationery Office, price 25 per volume 
(zs 144 by post), with introductory notes 15 extra. 
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Chartered Accountant elected to Liberal 
Party Executive 


Mr R 5. Wainwright, B.A., A.C.A., a partner in the 
firm of Beevers and Adgie, Chartered Accountants, 
of Leeds, has been elected to serve on the Liberal 
Party Executive for the ensuing year. Mr Wainwright 
is deputy-chairman of the Yorkshire Liberal 
Federation. 


Coronation Mayor of Lewisham 


Mr D. A. J. Draper, D.F.C., F.C.A., a partner in the 
firm of B. A. Smith & Son, Chartered Accountants, 
of London, has been elected Coronation Mayor of 
the Metropolitan Borough of Lewisham. 


Birmingham and District Society of 
Chartered Accountants 


At the annual general meeting of the Birmingham 
and District Society of Chartered Accountants held 
at Eden Place Chambers, Birmingham, on June 5th, 
the following officers were elected for 1953-54: 

President: Mr К. B. Dixon, Е.С.А. 

Vice-President: Mr E. C. Turner, T.D., M.COM., F.C.A. 

Hon. Secretary: Mr Stanley Kitchen, a.c.a., Messrs 
Foster & Stephens, Chartered Accountants, 77 Harborne 
Road, Edgbaston, Birmingham, 15, 

Hon. Treasurer: Mr D. Е. Dodd, T.D., Е.С.А. 

Hon. Librarian: Mr S. Dixon, M.A., A.C.A. 


Liverpool Society of Chartered Accountants 
ANNUAL GOLF COMPETITION 


The Liverpool Society of Chartered Accountants’ 
annual golf competition was held at Bromborough 
Golf Club on Friday, June 12th, when forty-three 
cards were taken out. 

The results were as follows: 


С. B..Burrows (winner), 38; J. M. Harrison (second), 37; 
P. Е. Rogers (third), 35; W. К. Fairclough (special prize), 33; 
G. Е. Saunders, 33; N. K. Stuart, 33; R. N. Roberts, 32; 
J. А. Colvin, 32; Т. A. Aizlewood, 31; K. H. Mackenzie, 30; 
V. A. Sola, 30; C. P. Turner, 29; R. H. Weston, 29; E. C. 
Mercer, 28; W. S. Wicks, 28; R. C. Johnston, 28; Т. Smith, 
27; S. B. McQueen, 27; J. M. Harvey, 27; E. P. Dalzell 
Taylor, 27; C. C. Taylor, 25; W. E. R. Short, 25; A. К. 
Tunnock, 25; S. Morris, 24; F. H. Veysey, 23; D. McLay, 
23; W. P. Scowcroft, 22; H. C. Moünsey, 22; K. C. Cook, 
21; L. R. Turner, 20; E. N. Macdonald, 19; S. A. Woolven. 
16; H. C. Dyson, 16. 

Articled Clerks 

С. 5. Carter (first — decided on last 9 holes), 32; J. Nestor 
(second), 32; D. M. Stern, 31; P. Knight, 29; G. M. Fulton, 
25; А. N. Tod, 21; P. S. Jones, 14. 


A dinner was held in the club-house in the evening 
at which Mr W. P. Scowcroft, the President, presided, 
and the captain of Bromborough Golf Club, Mr T. T. 
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Lunt, was entertained by the Society. Some thirty 
members of the Society were present. 

. Presenting the prizes, Mr Scowcroft said that as 
last year he had been unfortunate enough to win his 
own prize, he had put it on one side and now wished 
to present it as a special prize for the best score by a 


member with a single figure handicap - Mr W. R. 


Fairclough. 
The toast of Bromborough Golf Club was proposed 
by Mr Scowcroft to which the Captain replied. 


Golf in Manchester 


A golf match between members of the Manchester 
Society of Chartered Accountants and the Man- 
chester Inland Revenue Golfing Society, played by 
four-ball foursomes over the course of the Wilmslow 
Golf Club, Cheshire, on Thursday, June 11th, 1953, 
resulted in a tie, each side winning three matches. 


Turbulent Taxpayer 


Readers may be amused to read an unusual letter 
which a correspondent received from his second 
client – а Naval captain. 


Dear P., INCOME Tax 

Enclosed is all the tripe I can lay my hands on 
at the moment. 

Up to date I have always rendered my return on 
the Admiralty form but this year, for some obscure 
reason, Cardiff has sent me another. I also got a 
blurb from some ass in Portsmouth presumably 
because the house is in his area. 

Another B.F. in Bognor sends me a thing on 
sur-tax which I resolve by paying yet another twirp 
in Thames Ditton. It remains only for a nark in 
Newcastle to demand tithe or some other form of 
mulct to drive me screwy. | 

I am forwarding my dividend warrants under 
separate cover. ours, J.’ 

Our correspondent adds that the story of his new 
client ends happily in terms of two years’ bank 
interest unclaimed at the standard rate! : 


Our Weekly Problem 
No. 75: Down THE ESCALATOR Сомо Up 
Rosemary Ravel was about to walk down the escalator 
at Carey Street Underground when she saw Charles 
Sidate at the bottom about to walk up. She was in no 
hurry and in fact the escalator’s speed, go steps a 
minute, was half as fast again as hers. Charles had 
walked up 20 steps, which was one-fifth of the total 
escalator steps, when he suddenly saw Rosemary. 
As there were few people about he ran down as fast 
as he could and just reached the bottom at the same 
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moment as Rosemary. It was unfortunate that the 
station-master atrived at the same time. 
The istrate decided that Charles should 
fine of 3d. for every step he ran down the up- 
What was the fine? ` 


The answer appears elsewhere in this issue. 


ay a 
tor. 


у ` Answer TO No. 74: БАТЕ SCORES 
The telegraph at the fall of each wicket was as follows: 


57 64. 79 86 97 K "s 142 153 
1 а 3 4 E 8 9 
39 18 15 12 : 6 7 


Total score 153 less "T P lt. players’ scores, 127, 
gives 26 which is [vor’s score. 


TWENTY -FIVE YEARS AGO 
From Фђе Accountant or JUNE 30TH, 1928 
Extract from a speech by Mr Richard A. Witty during 
an extraor general meeting of ‘the Society on 
June 25th, 1928. 
Acquisition of meotporated Accountants’ 
H 


We аге not called here to- day in order to* consider. 


solely the question of an increase in the.eubscription; 
it seems to me we are called upon to take a wider view 
of our rights and responsibilities and to lift our 
thoughts and minds on to an altogether higher plane. 


` < Because if I understand the President aright, the 


Council are asking us to-day to visualise, as they 
themselves have already been called upon to visualise, 
the whole future of this Society. If that view is cor- 
rect, `] would suggest thaü&the proposition we are 
really considering here to-day is simply this—that 
we, as members of the Society, approve, firstly, of 
the scheme for providing the Society with a suitable 
habitation, and secondly, that we approve of the 
scheme of organising the members of the Society in 
such a way that when the need arises the Society will 
be in a position to pull its full weight. If that is the 
“interpretation of the President's address, and if we 
"approve of these schemes, then surely we shall not 
. have аһу. hesitation in passing this resolution, which 
appears to, те as only part of the administrative 
` machinery "ћесеввагу to carry the schemes into execu- 
tion. I notice that the circular which was.issued stated 


that the Council asked the support of the members. 


. I am quite sure the President will forgive me if I 

suggest that it is not only the Council that is before 
you to-day, but rather the whole Society itself. I 
would rather like to emphasise that point, because 
this Society is not a soulless corporation; this Society 
to-us is a great living force, a real’ personal interest 
` and not simply an aggregation of 5,000 independent 
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> 
units who аге looking at things from an individ 
point of view. It is the Society itself, I suggest, that 
is calling to us to-day, and it is calling for loyaky from. 
all its sons and daughters, calling for practical sup- 
port, calling for power to enable it to do for future 
generations what it has already done for present'and - 
past generations. Mr. President, I feel perfectly con- 
fident that that call will not be made in vain. (Cheers.) 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or JUNE 29TH, 1878 
Extract from a Note in Passing : 
^ Creditors’ Resolutions 


The power of creditors to control by resolution:the · 
administration of the estates of insolvents is, in “our” 
eyes, so valuable and important, that we always view 
with a certain jealousy any attempt to limit'ór subvert 
its influence. Nevertheless this very care for what we 
regard as a deserved and most beneficial right, leads 
us to support every method by which its abuse may 
be prevented. We strongly hold with the principle more 
than once laid down in the courts, that resolutions of 
creditors, even if backed by the requisite majority, 
cannot stand in the face of facts showing that they 
were not passed bona fide for the purpose of the 
proper administration of the debtor’s estate, but-were . 
the outcome of other and legs commendable motives. 


i -Our Weekly Problem 
Anewa TO No. 75: Down THe EscanaroR Gora Ur. 
If the escalator had been stationary Charles would only 
have had to walk down 20 steps, so the escalator must 
kari moved ес Пере сонц the given time (г) where x 
is the number of steps С ran down. The down- 
escalator must therefore ыт moved x — 30 steps. Rosemifry’s 
speed is 60 steps a minute, во 100 —-(x—20) = бог; 

. and х— 20 = got" 
Therefore x is 80 and the fine twenty ae 
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